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PART I  

SPECIAL NOTE ON FORWARD-LOOKING STATEMENTS  

This Annual Report on Form 10-K includes forward-looking statements. Words such as “may,” “will,” “plan,” “should,” “expect,” 
“anticipate,” “believe,” “if,” “estimate,” “intend,” “project” and similar words or expressions are used to identify these forward-looking 
statements. We have based these forward-looking statements on our current expectations and projections about future events. However, these 
forward-looking statements are subject to risks, uncertainties, assumptions and other factors that may cause our actual results, performance or 
achievements to be materially different. These factors include, among other things:  
   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

Other matters set forth in this Annual Report may also cause our actual future results to differ materially from these forward-looking 
statements. We cannot assure you that our expectations will prove to be correct. In  
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•   uncertainty as to changes in U.S. general economic activity and the impact of these changes on the demand for our products and our 

ability to obtain financing for operations;  
  •   fluctuations in the pricing of new original equipment manufacturer (“OEM”) replacement products;  
  •   the availability and cost of our inventory;  
  •   variations in vehicle accident rates or miles driven;  
  •   changes in state or federal laws or regulations affecting our business;  
  •   changes in the types of replacement parts that insurance carriers will accept in the repair process;  

  
•   changes in the demand for our products and the supply of our inventory due to severity of weather and seasonality of weather 

patterns;  
  •   increasing competition in the automotive parts industry;  
  •   uncertainty as to the impact on our industry of any terrorist attacks or responses to terrorist attacks;  
  •   our ability to operate within the limitations imposed by financing arrangements;  
  •   our ability to obtain financing on acceptable terms to finance our growth;  
  •   declines in the values of our assets;  
  •   fluctuations in fuel and other commodity prices;  
  •   fluctuations in the prices of scrap metal and other metals;  
  •   our ability to develop and implement the operational and financial systems needed to manage our operations;  

  
•   our ability to integrate and successfully operate acquired companies and any companies acquired in the future and the risks 

associated with these companies;  
  •   claims by OEMs or others that attempt to restrict or eliminate the sale of aftermarket products;  
  •   termination of business relationships with insurance companies that promote the use of our products;  

  
•   product liability claims by the end users of our products or claims by other parties who we have promised to indemnify for product 

liability matters;  
  •   currency fluctuations in the U.S. dollar versus the Canadian dollar, the Mexican peso and the Taiwan dollar; and  
  •   instability in regions in which we operate, such as Mexico, that can affect our supply of certain products.  
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addition, all subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in 
their entirety by the cautionary statements mentioned above. You should not place undue reliance on these forward-looking statements. All of 
these forward-looking statements are based on our expectations as of the date of this Annual Report. We undertake no obligation to publicly 
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except as required by law.  

Copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those 
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are available free of charge through our 
website (www.lkqcorp.com) as soon as reasonably practicable after we electronically file the material with, or furnish it to, the Securities and 
Exchange Commission.  

   

OVERVIEW  

LKQ Corporation (“LKQ” or the “Company”) provides replacement parts, components and systems needed to repair vehicles (cars and 
trucks). Buyers of vehicle replacement products have the option to purchase from primarily five sources: new products produced by original 
equipment manufacturers (“OEMs”), which are commonly known as OEM products; new products produced by companies other than the 
OEMs, which are sometimes referred to as “aftermarket” products; recycled products originally produced by OEMs, which we refer to as 
recycled products; used products that have been refurbished; and used products that have been remanufactured.  

We distribute a variety of products to collision repair shops and mechanical repair shops, including aftermarket collision products, recycled 
collision and mechanical products, refurbished collision replacement products, such as wheels, bumpers and lights, and remanufactured products, 
such as engines and transmissions. We are the nation’s largest provider of aftermarket and recycled products and related services, with sales, 
processing, and distribution facilities that reach most major markets in the U.S. and Canada. We are also the largest nationwide provider of 
refurbished bumper covers and wheels. In addition to these full service, wholesale operations, we operate self service facilities that sell retail 
recycled automotive products. We also sell recycled heavy-duty truck products and used heavy-duty trucks. Our business has three operating 
divisions—wholesale aftermarket and recycled products, self service retail products and heavy-duty truck products.  

We obtain the majority of our aftermarket inventory from auto parts manufacturers and distributors based in the U.S. and Taiwan. We 
procure recycled auto products mainly by purchasing salvage vehicles, typically severely damaged by collisions and primarily sold at salvage 
auctions or pools, and then dismantling and inventorying the parts. The refurbished and remanufactured products that we sell, including wheels, 
bumpers, bumper covers, head and tail lamps and engines, originate from parts from the salvage vehicles bought at auctions, parts received in 
trade at collision shops purchasing replacement products from us and damaged parts bought through bulk purchases from core sales companies 
that collect damaged parts.  

The majority of our products and services are sold to collision repair shops, also known as body shops, and mechanical repair shops. We 
indirectly rely on insurance companies, which ultimately pay for the majority of collision repairs of insured vehicles, to help drive demand. 
Insurance companies tend to exert significant influence in the vehicle repair decision. Because of their importance to the process, we have 
formed business relationships with certain insurance companies in which we are designated a preferred products supplier.  

We provide customers with a value proposition that includes high quality products at lower cost than new OEM products, extensive 
product availability due to our regional inventory trading zones, and responsive service and quick delivery. Repair shops and insurance 
companies benefit because the lower costs for our products  
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enable many vehicles to be repaired rather than declared total losses. The breadth of our product offerings—aftermarket, recycled, refurbished 
and remanufactured products—allows us to serve as a “one-stop” solution for our customers looking for the most cost effective way to provide 
quality repairs.  

We strive to be environmentally responsible. Our recycled automotive products provide an alternative to the manufacture of new products, 
which would require the expenditure of significantly more resources and energy and would generate a substantial amount of additional pollution. 
In addition, we save landfill space because the parts that we recycle would otherwise be discarded. We also collect materials, such as fuel and 
motor oil, from the salvage vehicles that we procure, and use them in our operations or sell them to other users.  

HISTORY  

Since our formation in 1998, we have grown through internal development and over 100 acquisitions. Today, LKQ is the only supplier of 
aftermarket and recycled automobile products for the collision and mechanical repair industry with a national network and presence.  

Initially formed through the combination of a number of wholesale recycled products businesses located in Florida, Michigan, Ohio and 
Wisconsin, LKQ grew to be a leading source for recycled auto collision and mechanical products. We subsequently expanded our product 
offerings through acquisitions of aftermarket and recycled products suppliers, refurbished and remanufactured products manufacturers and 
suppliers, self service retail operations and heavy-duty truck recycled products suppliers. The most significant increase to our business was 
through the acquisition of Keystone Automotive Industries, Inc. in October 2007, which, at the time of acquisition, was the leading domestic 
distributor of aftermarket products, including collision replacement products, paint products, refurbished steel bumpers, plastic bumper covers 
and alloy wheels.  

In 2010, we made 20 acquisitions (16 in the wholesale products business, one in the recycled heavy-duty truck products business, two self 
service retail operations and one tire recycling business). Our acquisitions included the purchase of an engine remanufacturer, which allowed us 
to further vertically integrate our supply chain. We expanded our product offerings through the acquisition of an automotive heating and cooling 
component business, as well as a tire recycling business. Our 2010 acquisitions have also enabled us to expand our geographic presence, most 
notably in Canada through our purchase of Cross Canada, an aftermarket product supplier.  

In January and February 2011, we acquired four businesses: an engine remanufacturer, an automotive heating and cooling component 
distributor, a wholesale recycled products business and a recycled heavy-duty truck business. These acquisitions will enable us to expand our 
market presence and enter new markets. Additionally, with our purchase of the engine remanufacturer, we will continue to build on our presence 
in the remanufacturing industry, while our acquisition of the automotive heating and cooling component distributor supplements our expansion 
into the heating and cooling aftermarket products market.  

STRATEGY  

We are focused on creating economic value for our stockholders by enhancing our position as a leading source for alternative collision and 
mechanical repair products, and by expanding into other product lines and businesses that may benefit from our operating strengths, such as 
recycled heavy-duty truck products and the engine remanufacturing business. We believe a supply network with a broad inventory of quality 
alternative collision and mechanical repair products, high fulfillment rates and superior customer service will provide us with a competitive 
advantage. Other than OEMs, the competition in the markets which we serve is extremely fragmented and the supply of products tends to be 
localized, often leading to low fulfillment rates, particularly with recycled products. The aftermarket and recycled distribution channels have 
historically been distinct and separate despite serving the same customer segment. We have brought these two channels together to provide our 
customers with a broader product offering. To execute our strategy, we are expanding our network of dismantling  
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plants and warehouses in major metropolitan areas and employing a distribution system that allows for order fulfillment from regional 
warehouses located across the U.S. and Canada. By continuing to grow our recycled product inventory, complemented by a broad supply of 
aftermarket products, and efficiently moving the inventory within our network, we have increased fulfillment rates beyond the levels that we 
believe most of our competitors realize, particularly for recycled products.  

Sources of high quality, reliable alternatives to OEM products are important to insurance companies and to our direct customers as they 
seek to control repair costs. Lower parts costs and quicker completion of orders saves money and reduces cycle times. We believe this strategy is 
applicable to both the automobile and heavy-duty truck markets. In order to execute this strategy and build on our progress thus far, we will 
continue to seek to expand into new markets and to improve penetration both organically and through acquisitions in targeted markets.  

National network in place  

LKQ has invested significant capital to develop a national network of aftermarket, recycled, refurbished and remanufactured product 
facilities. The difficulty and time required to obtain proper zoning, as well as dismantling and other environmental permits necessary to operate 
newly-sited recycled product facilities, would make establishing a new network of locations a challenge for a competitor. In addition, there are 
difficulties associated with recruiting and hiring an experienced management team that has strong industry knowledge.  

We believe there are growth opportunities in new primary and secondary markets in the U.S. and Canada. We intend to expand our market 
coverage through a combination of internal development and acquisitions in new regions and adjacent markets. Our national network allows us 
to initially enter new, adjacent markets by establishing local redistribution facilities, avoiding the need for significant upfront capital outlays to 
establish local dismantling capabilities and inventories.  

Strong business relationships  

We have developed business relationships with automobile insurance companies, collision and mechanical repair shops, suppliers and 
other industry participants. We believe that insurance companies, as payers for many repairs, are increasingly taking more active roles in the 
selection of alternative replacement products for vehicle repairs in order to contain the repair portion of the claims costs. On behalf of certain 
insurance companies, we provide a review of vehicle repair estimates so they may assess the opportunity to increase usage of alternative 
products in the repair process, thereby reducing their costs. Our employees also provide quotes for our products to assist several insurance 
companies with their estimate and settlement processes. We also work with insurance companies and vehicle manufacturers to procure salvage 
vehicles directly from them on a selected basis, which provides us with an additional source of supply and offers lower transaction costs to 
sellers of low value salvage vehicles. We believe we are positioned to take advantage of the increasing importance these industry participants 
have in the repair process and will continue to look for ways to enhance our relationships with them.  

We provide quality assurance programs that offer additional product support to auto insurance companies. These product support programs 
identify specific subsets of aftermarket products by vendor and product type that can be used in the repair of vehicles that these companies 
insure. The programs typically offer aftermarket products that have been produced by manufacturers certified by a third party testing lab. We 
may provide additional validation of the quality of the products beyond our standard warranties, and identification details that make the products 
traceable back to a manufacturer’s specific production run.  

To strengthen our relationship with collision shops, we have developed “Keyless,” a program that enables collision repair shops to link 
their estimating systems with our aftermarket and recycled inventory. It is compatible with all of the major estimating systems and provides real-
time inventory availability. The system encourages the use of alternative products by indicating to the collision shop the availability of 
applicable alternative products at the time of the estimate. It also provides demand information to our purchasing department and offers sales 
leads for our sales representatives.  
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Technology driven business processes  

We focus on technology development as a way to support our competitive advantage. We believe that we can more cost effectively 
leverage our data to make better business decisions than our smaller competitors. We continue to develop our technology to better manage and 
analyze our inventory, assist our salespeople with up-to-date pricing and availability of our products, and further enhance our inventory 
procurement process. For example, our representatives responsible for procuring vehicles are equipped with handheld computing devices that 
compare the vehicles at the salvage auctions to our current inventory, historical demand, and recent average prices to arrive at an estimated 
maximum bid. This bidding system reduces the likelihood of purchasing unneeded parts that might result in obsolete inventory.  

We deploy inventory management systems at our facilities that are similar to those used by leading distribution companies. We make 
extensive use of bar code technology and wireless data transmission to track parts from the time a vehicle or product arrives at a facility to its 
placement on a route truck for delivery to the customer. All of our aftermarket locations run on a standard operating platform. In the third quarter 
of 2010, we completed a rollout of LKQ at our domestic locations, a proprietary software system that simplifies the sales process of both 
recycled and aftermarket products for our sales representatives. In addition, we are implementing a new point-of-sale system for our self-service 
operations that improves the reliability of our self service operations. Both LKQ and our self-service point-of-sale system provide enhanced 
data for management reporting and analysis. In 2010, we also completed the implementation of an enterprise system for our heavy-duty truck 
operations. This system provides visibility across our plants, allowing for improved sales by reducing lost sales due to stock-outs.  

Demand driven procurement  

We believe efficient procurement of aftermarket products and salvage vehicles is critical to the growth of the operating results and cash 
flow of our business. We use information systems and proprietary methodologies to help us identify high demand aftermarket and recycled 
products. Our aftermarket inventory system tracks products sold and sales lost due to a lack of inventory, and makes purchase recommendations. 
The inventory system also recommends purchases and transfers based on the extent and location of demand. Our buying team reviews the 
recommendations and places orders accordingly. When we procure aftermarket products or refurbish wheels, bumpers and lights, we focus on 
products that are in the most demand by the insured repair market. Our most popular aftermarket products are head lamps, tail lamps, grilles, 
hoods, mirrors, bumpers, bumper covers, and fenders. Because lead times may take 45 days or more on imported products, sales volume and in-
stock inventory are important factors in the procurement process.  

Our information systems prioritize and recommend bid prices of the salvage vehicles we evaluate for purchase. Our processes and systems 
help to identify with a high degree of accuracy the value of the parts that can be recycled on a salvage vehicle and recommend a maximum 
purchase price to achieve our target margins from the resale of the recycled products. We also use historical sales records of vehicles by model 
and year to estimate the demand for our products. Combining this information with proprietary data that aggregate customer requests for 
products, we are able to source aftermarket products and salvage vehicles at prices that we believe will allow us to sell products profitably.  

High fulfillment rates  

We have increased local inventory levels and found that it has improved our customer service and allowed for faster deliveries. For both 
our aftermarket and recycled products operations, improving local order fulfillment rates reduces transfer costs and delivery times, and improves 
customer satisfaction. Our ability to share inventory on a regional basis increases the availability of replacement products and also helps us to fill 
a higher percentage of our customers’ requests. We have developed regional trading zones within which we make our inventory available to our 
local facilities, mostly via overnight product transfers. We manage our purchasing and recycled product inventory on a regional basis to enhance 
the availability of the products that we believe will be in the highest demand within each region. We believe that our higher than industry 
average fulfillment rates distinguish us from our competition.  
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Broad product offering  

The breadth and depth of our inventory reinforces LKQ’s ability to provide a “one-stop” solution for our customers’ aftermarket, recycled, 
refurbished and remanufactured product needs. Customers place a high value on the availability of a broad range of vehicle replacement 
products. We are able to provide the collision and mechanical repair industry with premium products at costs typically 20% to 50% below new 
OEM replacement products. The availability of alternative products means that automobiles can be repaired at lower costs and leads to more cars 
being repaired rather than designated as ‘total losses’ by insurance companies. In fact, many insurance companies will not authorize the use of 
higher cost, new OEM replacement products if alternative products are available. Our ability to supply these products gives insurance companies 
the confidence to designate LKQ as the preferred supplier for their repair shops. With our national footprint and comprehensive repair products 
programs in most of the major U.S. markets, we believe we are the only supplier that is able to support the insurance industry in this manner. 
Our aftermarket product offering is particularly broad with more than 75,000 SKUs. In order to address the multiple needs of our aftermarket 
customers, we offer our Platinum Plus line of high quality products with lifetime warranties, our Value Line of aftermarket products when cost is 
the main factor for vehicle repairs, and products certified by independent organizations such as the Certified Automotive Parts Association 
(“CAPA”) and NSF International (“NSF”). We offer other products, including paint and related repair materials (like tape, sandpaper, paint guns 
and frame racks) so that our customers can purchase these at the same time as they are ordering their automotive repair products.  

One call away  

To execute our strategy of offering a broad inventory with high fulfillment rates, we offer our customers the choice of aftermarket or 
recycled products. For many parts, we also offer refurbished or remanufactured product options. If, for example, a customer has a damaged 
bumper, we may offer that customer the choice of a recycled bumper, a new aftermarket bumper, or a refurbished bumper. Because recycled 
products are in limited supply, our ability to offer additional alternative product options increases our fulfillment rates and customer satisfaction. 
Historically there have been separate supply channels in the industry for recycled and aftermarket products; however, we are combining the 
channels through the sharing of warehousing, inventory, sales and distribution systems so that our repair shop customers need only one source of 
supply for their alternative repair products.  

WHOLESALE AUTO PRODUCTS  

Our wholesale automobile product operations are comprised of aftermarket, recycled, refurbished and remanufactured product operations. 
We are organized by geographic regions serving the U.S. and Canada that sell all four product types to collision and mechanical automobile 
repair businesses.  

Our aftermarket products business is conducted from facilities that may include sales, warehousing and distribution centers. As of 
December 31, 2010, we conducted our aftermarket product distribution from 166 facilities in the U.S. and Canada.  

We process salvage vehicles and warehouse recycled products at facilities throughout the U.S. and Canada. A typical facility has 
processing, sales, distribution and administrative operations on site, indoor and outdoor storage areas, and includes a large warehouse with 
multiple bays to dismantle vehicles. We also have facilities that operate primarily as redistribution centers. As of December 31, 2010, we 
conducted our wholesale recycled product operations from 97 facilities, 80 of which included a combination of processing, sales and 
redistribution operations, and 17 of which were primarily redistribution facilities.  

We refurbish bumpers and wheels at 53 locations in the U.S. and Canada and one location in northeast Mexico. We refurbish head lamps 
and tail lamps primarily at a facility in Michigan. In 2010, we purchased an engine remanufacturing business in Missouri. Our 2011 acquisitions 
included an engine remanufacturer with locations in the U.S. and Mexico. Our refurbished and remanufactured products are primarily distributed 
through our wholesale aftermarket and recycled product facilities.  
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Wholesale Aftermarket Products  

We distribute more than 75,000 SKUs of aftermarket collision products and repair materials for the most common models of domestic and 
foreign automobiles and light trucks, generally for the ten most recent model years. Our principal aftermarket product types consist of those most 
frequently damaged in collisions, including: automotive body panels, bumpers, grilles and lights. We also sell cooling products, paint and other 
materials used by collision repair shops. The sources for our aftermarket products are both foreign and domestic manufacturers and distributors.  

Aftermarket products provide the collision repair industry with quality products at prices well below new OEM replacement products. 
Lower costs may help insurers contain collision repair costs, and often mean that cars are considered repairable rather than categorized as total 
losses.  

We distribute paint and other materials used in repairing damaged vehicles, including sandpaper, abrasives, masking products and plastic 
filler. The paint and other materials distributed by us are purchased from numerous domestic suppliers. Certain of these products are distributed 
under the brand “Keystone.”  

Platinum Plus is our exclusive brand offered in the Keystone product line of aftermarket products. It offers high quality products at lower 
costs than new OEM replacement products. The Platinum Plus products are held to high quality standards and tested by quality teams. We 
provide a warranty for as long as a consumer owns the vehicle on which the product was installed. Many of our Platinum Plus products are used 
for repairs that are ultimately paid for by insurance companies and are part of our quality assurance programs.  

CAPA and NSF are associations that evaluate the functional equivalence of aftermarket collision replacement products to OEM collision 
replacement products. Members of CAPA and NSF include insurance companies, product distributors (including LKQ), collision repair shops 
and consumers.  

CAPA and NSF develop engineering specifications for aftermarket collision replacement products based upon examinations of OEM 
products; certify the factories, manufacturing processes and quality control procedures used by independent manufacturers; and certify the 
materials, fit and finish of specific aftermarket collision replacement products. Many major insurance companies have adopted policies 
recommending or requiring the use of products certified by CAPA or NSF when available. A number of CAPA and NSF certified products are 
also marketed under the Platinum Plus brand.  

We distribute parts certified by CAPA and NSF and actively participate with CAPA, NSF, insurance companies and consumer groups in 
encouraging independent manufacturers of collision replacement products to seek certifications from these organizations.  

We have developed a product line called “Value Line” for more value conscious, often self-pay, consumers. Our Value Line products offer 
quality products at reasonable prices, providing additional choices for repairs or rebuilding of vehicles. The Value Line product line is available 
for most product categories.  

Procurement of Inventory  

The aftermarket products we distribute are purchased from independent manufacturers located primarily in Taiwan and the U.S. In 2010, 
we purchased 12% of the aftermarket products we sell from each of two manufacturers. No other suppliers provided more than 7% of our supply 
of aftermarket products. We believe we are one of the largest customers of each of the ten largest suppliers. We purchased approximately 48% of 
our aftermarket products directly from manufacturers in Taiwan and other Asian countries. Approximately 52% of our aftermarket products were 
purchased from locations in the U.S. However, the majority of these products were manufactured in Taiwan and other Asian countries.  

We benefit from an automated procurement system that makes order and inventory transfer recommendations using product sales and data 
for lost sales due to stockouts. Buyers review the system’s  
   

8  



Table of Contents  

recommendations and then place purchase orders or arrange for a redistribution of inventory to areas of higher demand. For new products, we 
use vehicle volume and registrations by state to influence what new products should be ordered and where the stock should be located. Typically 
six months after the products are introduced, the automated system has sufficient data to make order recommendations.  

We have business arrangements with manufacturers to produce our Platinum Plus products. These agreements automatically renew for 
additional 12 month periods unless written notice is given. While we compete with other distributors for production capacity, we believe that our 
sources of supply and our relationships with our suppliers are satisfactory.  

For orders from domestic suppliers, we usually receive orders within ten days. Orders placed with foreign manufacturers generally are 
received within 45 to 60 days.  

Foreign orders typically are shipped in sea containers directly to 84 of our 166 aftermarket locations. We have 27 regional hubs and one 
master warehouse located in Michigan. The hub warehouses act as sources for our other non-container, direct aftermarket warehouse locations, 
and serve as the central stocking point of all slower moving items, which allows all branches to have a high fill-rate of next day availability. This 
structure enables us to provide higher fulfillment rates.  

Wholesale Recycled Products  

Wholesale recycled collision and mechanical products provide high quality, lower-price repair options. Our most popular recycled 
products include engines, transmissions, doors, front end assemblies, trunk lids, bumper assemblies, head and tail lamp assemblies and mirrors. 
Some insurance companies mandate that the recycled products must be of the same model year or newer as the vehicle being repaired. As a 
result, the products we sell are typically from vehicles not more than ten years of age. We have adopted the industry’s grading system based on 
the condition of the product, and factor product grades into our pricing decisions. Unlike aftermarket products that are individually boxed, 
recycled products are most frequently sold as subassemblies or as multiple parts already put together. Installing recycled products often means 
that collision shops not only save on product cost, but, because several products may come pre-assembled, are able to reduce labor costs.  

Procurement of Inventory  

In 2009, nearly 11 million of the more than 255 million vehicles registered in the U.S. became end of life vehicles (“ELV”) and were 
retired from use for reasons including age, damage, malfunction or abandonment. We procure recycled products for our wholesale operations by 
acquiring severely damaged or totaled vehicles. Vehicles that have been declared “total losses” typically are sold at regional salvage auctions 
held throughout the country. Salvage auctions charge fees both to the suppliers of vehicles, primarily insurance companies, and to the 
purchasers, such as LKQ. Additionally, we pay third parties fees to tow the vehicles from the auction to our facilities.  

Over the past few years, the frequency with which vehicles are declared total losses has increased as a result¸ we believe, of the rise in 
repair costs relative to used car values. As OEMs offer models that have increasingly complex safety measures such as multiple airbags and 
vehicle operating sensors, the cost to repair such vehicles has risen. In 2010, high used car values may have reduced the effect of this trend 
slightly.  

In 2010, LKQ acquired approximately 198,000 salvage vehicles for our wholesale recycled product operations with approximately 97% 
purchased at salvage auctions. Our salvage buyers typically visit the auction sites or review the auctions online in advance of scheduled auction 
dates to investigate the vehicles to be sold and determine our interest in buying them. They obtain key information such as the model and 
mileage, and perform visual damage assessments to determine which parts on the targeted vehicles are recyclable. With the data from this 
preview, we deploy a bidding system that performs a valuation calculation for each vehicle. The calculation  
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incorporates demand for a vehicle’s recyclable parts, current inventory levels, average selling prices, auction costs, projected margins and 
instances of out-of-stock, and recommends a maximum bid price. Bids are then placed on those vehicles that contain desirable parts. The system 
provides a disciplined supply and demand procurement approach that focuses on vehicles for which there is greatest demand.  

We acquired approximately 3% of the salvage vehicles we purchased for wholesale parts in 2010 directly from insurance companies, 
vehicle manufacturers, and other direct sellers. These arrangements eliminate the fees charged to the buyers and sellers by the salvage auction, 
often providing inventory with a lower initial expenditure of capital. Direct purchase agreements, while usually beneficial, have limited 
applicability to our procurement because of the volume of vehicles we buy. Purchasing vehicles at auction provides us with the flexibility to 
focus on sought after vehicles based on our bidding algorithms.  

Vehicle Processing  

Vehicle processing for our wholesale recycled operations involves dismantling a salvage vehicle into recycled products that are ready for 
sale. When a salvage vehicle arrives at one of our facilities, an inventory specialist identifies, catalogs, and schedules the vehicle for dismantling. 
Prior to dismantling, we remove from each vehicle its fluids, Freon, and parts containing hazardous substances and precious metals such as 
catalytic converters. The extracted fluids are stored in bulk and subsequently sold to recyclers. In the case of gasoline, the fuel retrieved is 
primarily used to power our delivery vehicles. A small portion of the recycled motor oil we collect is used at certain of our plants that have high-
efficiency oil burning furnaces; the balance is sold to motor oil recyclers.  

When ready for dismantling, each vehicle will have an inventory report that indicates to the dismantler which parts should be removed and 
placed in a warehouse for future sales to customers, which parts should be collected in bulk for sale to parts remanufacturers, and which parts 
have value but for now should remain on the vehicle.  

Products that are placed directly on our shelves are typically higher sales volume items such as engines, transmissions, doors, hoods, trunk 
lids, head and tail lamp assemblies, and front and rear bumpers. Many of the recycled products we sell are subassemblies of multiple parts 
including quarter panels and front end assemblies. The subassemblies are cut from the vehicle bodies, usually using specific parameters provided 
by the repair shop at the time of sale.  

Parts that are not in a condition to be sold as recycled products or that are in surplus supply are separated and sold in bulk to parts 
remanufacturers, or otherwise refurbished or remanufactured internally. Bumpers and lighting items are sent to our refurbishing facilities, while 
wheels may be sent either to our refurbishing facilities or our smelter operations. With our acquisition of an engine remanufacturer in 2010, we 
also remanufacture high-demand engines.  

If there is strong demand for products that are currently at high stock levels in our warehouses, we may choose to hold the vehicle for 
further dismantling at some future date when we are more likely to have a need for the parts. The holding period for partially dismantled car 
bodies will depend on the rack space available at the site. Once all of the parts of value have been removed, the remaining vehicle frame is 
crushed and sold to scrap processors.  

Prior to placement on our warehouse shelves, each inventory item is given a unique bar code tag for identification and entered into our 
inventory tracking system. We utilize bar coding systems and wireless transmission to keep track of inventory from the time a product is 
removed and inventoried, to the time it is sold and put on a truck for delivery.  
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Refurbished and Remanufactured Products  

As of December 31, 2010, we operated 41 plastic bumper and bumper cover refurbishing plants, two chrome bumper plating plants, 12 
wheel plants, one light refurbishing plant and one engine remanufacturing operation. Most of our refurbished and remanufactured products are 
sold through our wholesale aftermarket and recycled distribution channels. The balance is sold to retail automotive stores, wholesale distributors 
and via internet sales.  

The majority of our refurbished and remanufactured products are processed from cores obtained from salvage vehicles purchased by our 
recycled operations, damaged cores collected by our route delivery drivers from vehicles under repair by our customers, and from core brokers. 
Our sales capacity for these products is limited by the availability of cores to refurbish. In addition to the engines we remanufacture in-house, we 
sell some remanufactured or refurbished mechanical products, such as engines and transmissions acquired from other mechanical 
remanufacturers.  

Scrap and Other Materials  

Our wholesale recycled product operations generate scrap metal and other materials that we sell to recyclers. Vehicles that have been 
dismantled for recycled products and “crush only” ELVs acquired from other companies, including OEMs, are typically crushed using 
equipment on site. In other cases, we will hire mobile crushing equipment to crush the vehicles before they are transported to shredders and scrap 
metal processors. Damaged and unusable wheel cores are melted by our aluminum smelter operations and sold to consumers of aluminum ingot 
and sow for the production of various automotive products, including wheels.  

Customers  

We sell our products to wholesale customers that include collision and mechanical repair shops and new and used car dealerships. We also 
generate a portion of our revenue from scrap sales to metal recyclers. No single customer accounted for 2% or more of our revenue in 2010.  

Repair Shops and Others  

We sell the majority of our wholesale products to collision and mechanical repair shops. Industry reports estimate there were 
approximately 44,200 collision repair shops, including those owned by new car dealerships, in the U.S. in 2008. The same reports estimate there 
were approximately 76,700 general (including mechanical) repair garages, but excluding new car dealership service departments, in the U.S. in 
2008. The majority of these customers tend to be individually-owned small businesses, although there has been a trend toward consolidation, 
resulting in the formation of several national and regional repair companies. We also sell our products to automobile dealerships, car rental 
companies and fleet management groups.  

Insurance Companies  

Automobile insurance companies wield significant influence on the demand for our products. While insurance companies do not pay for 
our products directly, they ultimately pay for the repair costs of insured vehicles in excess of any deductible amount. As a result, insurance 
companies often influence the types of products used in a repair.  

Our nationwide presence gives us a distinctive ability to service the major automobile insurance companies. Insurance companies generally 
operate at a national or regional level. The use of our products provides a direct benefit to these companies by lowering the cost of repairs, 
decreasing the time required to return the repaired vehicle to the customer, and providing a replacement product that is of high quality and 
comparable performance to the part replaced.  
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We assist insurance companies by providing high quality aftermarket, recycled, refurbished and remanufactured products to collision 
repair shops, especially to repair shops that are part of an insurance company’s Direct Repair Program (“DRP”) network. Our Keyless system 
indicates the availability of alternative products as replacements for damaged OEM products. This data helps insurance companies monitor the 
body shops’ compliance with its DRP product guidelines that might, for instance, stipulate the use of the lowest cost products that meet quality 
specifications. In addition, in some markets insurance companies are able to dispose of low value total loss vehicles directly to us so they can 
save the transaction fees associated with selling these vehicles through salvage auctions.  

Remanufacturers—Core Sales  

A mechanical part that is unsuitable for sale as a replacement product or is a part for which we currently have an excess supply will 
typically be sold in bulk shipments to mechanical remanufacturers. Examples of mechanical products we sell in this manner are engine blocks 
and heads, transmissions, starters, alternators, and air conditioner compressors. Our sales to remanufacturers tend to be large orders and are 
dependent on their needs for certain product lines. Beginning in 2010, certain engines that we previously sold to remanufacturers are retained 
and remanufactured internally.  

Sales and Marketing  

In the case of repairs paid for as a result of insurance claims, which industry publications estimate are approximately 89% of all repairs, 
insurance companies give collision repair shops directives as to what type of replacement products are eligible for reimbursement. Typically 
insurance carriers have established a hierarchy or decision tree prioritizing the types of products to be used for repairs: first, recycled products if 
available; if not, aftermarket or refurbished products as alternatives. If none of these alternative product types is available, the shop may then use 
new OEM replacement products. As a body shop looks for products for a repair, the sourcing of products typically begins with a call to one of 
our recycled operations or one of our competitors. Our recycled sales personnel are encouraged to capture the sale as a “one-stop shop” and, if 
recycled products are out of stock, to fill orders from our aftermarket or refurbished product inventory. To support these efforts, we have 
provided our sales staff with access to both aftermarket and recycled sales systems, and we have developed sales incentive programs that 
encourage cross selling throughout our wholesale operations.  

As of December 31, 2010, we had approximately 1,750 full-time sales staff in our wholesale operating segment. The full time sales 
personnel are located at sales desks at our facilities or at one of the regional call centers we operate. We deploy a call routing system that 
redirects overflow calls to alternative call centers, typically located within the same region. We also operate two other call centers, one to support 
national accounts, and the other to support insurance adjusters’ needs and questions. Our sales personnel are encouraged to initiate outbound 
calls in addition to the inbound calls they handle. Our sales staff can use our Keyless estimating system to generate sales leads for both 
aftermarket and recycled products.  

We are continually reviewing and revising the pricing of wholesale products. Our pricing specialists consider factors such as recent 
demand levels, inventory quantity on hand and turnover rates, new OEM product prices and local competitive pricing, with the goal of 
optimizing revenue. We set list prices and then sell items at a discount to list, with the discount typically based on volume. We may adjust prices 
during the year in response to material price changes of new OEM replacement products.  

We believe our commitment to stock inventory in local warehouses, supplemented by the inventory sharing system within our regional 
trading zones, improves our ability to meet our customers’ requirements more frequently than our competitors and gives us a competitive 
advantage.  
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Distribution  

We have a distribution network of 278 wholesale plants and warehouses across the U.S. and Canada, of which 31 function as large hub or 
cross dock facilities. Our network of facilities allows us to develop and maintain our relationships with local repair shops while providing a level 
of service that is made possible by our nationwide presence. Our local presence allows us to provide daily deliveries as required by our 
customers, using drivers who routinely deliver to the same customers. Our sales force and local delivery drivers develop and maintain critical 
personal relationships with the local repair shops that benefit from access to our wide selection of products, which we are able to offer as a result 
of our regional inventory network.  

We have developed an internal distribution network to allow our sales representatives to sell aftermarket, recycled, refurbished and 
remanufactured products from inventory within regional trading zones, thus improving our ability to fulfill customer requests and accelerating 
inventory turnover. Each weekday we operate approximately 200 transfer runs between our cross dock facilities and our plants and warehouses 
within our regional trading zones to redistribute aftermarket, recycled, refurbished and remanufactured products for delivery on the next day. In 
addition, we have approximately 2,700 local delivery routes serving our customers each weekday.  

Each sale results in the generation of a work order at the location housing the specific product. A dispatcher is then responsible for 
ensuring fulfillment accuracy, printing the final invoice, and including the product on the appropriate truck route for delivery to the customer. In 
markets where we offer aftermarket, recycled, refurbished and remanufactured products, we have begun to integrate the delivery of multiple 
product types on the same delivery routes to help minimize distribution costs and improve customer service. We operate a delivery fleet of 
medium-sized trucks and smaller trucks and vans. Over time, our delivery vehicles will become more consistent as we reconfigure the fleet to 
include vehicles that can carry all four product types.  

Competition  

We consider all suppliers of vehicle collision and mechanical products to be competitors, including aftermarket suppliers, other recycling 
businesses, refurbishing operations, parts remanufacturers, OEMs and internet-based suppliers. We do not consider retail chains that focus on the 
do-it-yourself market to be our direct competitors. We believe the principal areas of differentiation in our industry include availability of 
inventory, pricing, product quality and service.  

The aftermarket product distribution business is highly fragmented and our competitors, other than OEMs, are generally independently 
owned distributors with one to three distribution centers. Similarly, we compete with domestic vehicle product recyclers, most of which are 
single-unit operators. In some markets, smaller competitors have organized affiliations to share marketing and distribution resources, including 
internet sites. We compete with the aftermarket, recycled, refurbished and remanufactured product distributors on the basis of service, our 
nationwide distribution system, our product lines, our relationships with certain insurance companies, and to a lesser extent, price.  

Manufacturers of new original equipment products sell the majority of automobile replacement products. We believe, however, that as the 
insurance and repair industries continue to recognize the advantages of aftermarket, recycled, refurbished and remanufactured products, the 
alternatives to new OEM replacement products will account for a larger percentage of total vehicle replacement product sales. Since 2000, 
alternative parts usage has increased from approximately 23% to 37% of the collision replacement product market. We compete with OEMs on 
the basis of price, service and product quality.  

SELF SERVICE RETAIL  

Our self service retail operations sell parts from older cars and light trucks directly to consumers. In addition to revenue from the sale of 
parts, core and scrap, we charge a small admission fee to access the property. Our self  
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service facilities typically consist of a fenced or enclosed area of several acres with vehicles stored outdoors and a retail building through which 
customers are able to access the yard. As of December 31, 2010, we conducted our self service retail operations from 43 facilities in North 
America.  

Inventory  

We acquire inventory for our self service retail product operations from a variety of sources, including but not limited to towing 
companies, municipality sales, auctions, insurance carriers, charitable organizations and the general public. We typically procure salvage 
vehicles that are more than eight model years old for our self service retail recycled product operations. These vehicles will typically be older 
and of lower quality than the salvage vehicles we purchase for our wholesale recycled product operations. In 2010, we purchased approximately 
297,000 lower cost self service and crush only vehicles.  

Processing and Placement  

Vehicles are typically delivered to our locations by the seller, though in some cases, we will arrange for transportation. Once on our 
property, minimal labor is required to process the vehicle other than removing the fluids, catalytic converters and hazardous materials. Vehicles 
are then put out in the yard for customers to remove parts. The vehicle inventory is usually organized according to domestic and foreign cars, 
passenger vans and trucks. In our self service business, availability of a specific part will depend on which vehicles are currently at the site and 
to what extent parts may have previously been removed and sold.  

Part prices are listed on regularly updated price sheets and will vary by part type, but not by make or model. For instance, four cylinder 
engines are priced the same amount regardless of vehicle make, model, age or condition. The revenue sources from these operations are: the sale 
of parts; the entrance fees; the sale of the cores and other metals; and the scrap of the crushed car bodies of the vehicle after the sale parts have 
been removed. We usually allow customers access to vehicles for 30 to 60 days before they are crushed and sold to scrap metal processors.  

Scrap and Other Materials  

Our self service auto recycling operations generate scrap metal and other materials that we sell to recyclers. Vehicles that are no longer 
available to the public and “crush only” vehicles acquired from other companies, including OEMs, are typically crushed using equipment on site. 

Customers  

The customers of our self service yards are frequently do-it-yourself mechanics, small independent repair shops servicing older vehicles 
and auto rebuilders.  

Competition  

There are competitors operating self service businesses in all of the markets in which we operate. In some markets, there are numerous 
competitors, often operating in close proximity to our operations. We try to differentiate our business by the quality of the inventory and the size 
and cleanliness of the property.  

HEAVY-DUTY TRUCKS  

LKQ started its heavy-duty recycled truck product operations in 2008 with the purchase of a recycler based in Houston, Texas. As of 
December 31, 2010, we had a total of 11 facilities located in the U.S., Canada and Mexico. We began our recycled truck operations with a belief 
that development of a network would offer similar opportunities to those we have experienced with our wholesale recycled product operations.  
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Our inventory is comprised of used heavy- and medium-duty trucks, usually from 2004 or earlier, which are purchased at salvage and truck 
auctions or directly from insurance companies or large fleet operators. During 2010, we purchased approximately 4,000 vehicles. Depending on 
the condition of the vehicles, they may be resold as running vehicles or dismantled for parts. The vehicles that are acquired for resale are 
typically special purpose or vocational use trucks such as those used for garbage pickup or cement delivery. If requested by the sellers of the 
vehicles, we provide an assurance that the vehicles will be sold to foreign buyers and exported to countries for use outside of the U.S., or to 
domestic buyers after the vehicles have been reconditioned and modified for use other than their original purpose.  

Customers  

Customers for the recycled products are often owner/operators, local cartage companies operating small fleets or foreign buyers seeking 
low cost parts, most commonly engines and transmissions. Newer products will often be sold to insurance companies for use in an insured’s 
vehicle. We also sell products and running vehicles to exporters.  

EMPLOYEES  

As of December 31, 2010, we had approximately 12,000 employees. We are a party to a collective bargaining agreement with a union that 
represents approximately 110 employees at our Totowa, New Jersey facility. Approximately 420 of our employees at our bumper refurbishing 
plant in Mexico and approximately 170 of our employees at our recycled parts facility in Quebec City, Canada are also represented by unions. 
Other than these locations, none of our employees is a member of a union or participates in other collective bargaining arrangements. We 
consider our employee relations to be good.  

FACILITIES  

Our corporate headquarters are located at 120 North LaSalle Street, Suite 3300, Chicago, Illinois 60602. The lease for our corporate 
headquarters expires in July 2011, at which time we are scheduled to move to a leased facility at 500 West Madison Street, Chicago, Illinois 
60606. In addition to our corporate headquarters, we also have regional offices throughout the U.S., all of which perform corporate functions. 
We are in the process of transferring from the regional corporate offices to a financial services support center in Nashville, Tennessee certain 
corporate functions previously performed regionally, including accounting, procurement, and information systems support. We expect this 
transition to be completed in 2011. In addition to our corporate offices, we have numerous operating facilities that handle wholesale, self service 
retail and heavy-duty truck products. We operate out of more than 325 locations in total. A majority of these locations are leased. Some of our 
locations stock multiple product types or serve more than one function.  

Included in our total locations are five facilities in Central America, 30 facilities in Canada and two facilities in Mexico.  

INFORMATION TECHNOLOGY  

In 2010, we completed the installation of a proprietary facility management system called LKQ at our domestic locations that we 
developed for our wholesale recycled product operations to replace a third party system. The new system improves the integration of inventory 
with the aftermarket system and provides improved control, selling and data analysis features. We believe that a single system that presents a 
combined view of aftermarket, recycled, refurbished and remanufactured products helps facilitate the sales process, allows for continued 
implementation of standard operating procedures, and yields improved training efficiency, employee transferability, access to our national 
inventory database, management reporting and data storage. It also eliminates the need to create multiple versions of proprietary applications and 
systems support processes. The system also supports an electronic exchange process for identifying and locating parts at other select recyclers 
and facilitates brokered sales to fill customer orders for items not in stock.  
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We use a single third party facility management system in our aftermarket operations. Additional third party software packages have been 
implemented to leverage the centralized data and information that a single system provides, such as a data warehouse to conduct enhanced 
analytics and reporting, an integrated budgeting system, an electronic data interchange tool, and eCommerce tools to enhance our online 
business-to-business initiatives—OrderKeystone.com and Keyless.  

All of our refurbishing operations use a single facility management system. In 2010, we standardized our point-of-sale systems used in our 
self service retail operations, which allows for improved system reliability and enhanced management reporting. We also implemented in 2010 a 
single enterprise system for all of our heavy-duty truck operations that supports inter-region sales to reduce the potential for lost sales due to out-
of-stock parts.  

The hardware that supports the systems used in our wholesale, self service and heavy duty truck operations is located in offsite data 
centers. The centers are in secure environments with around-the-clock monitoring, redundant power backup, and multiple, diverse data and 
telecommunication routing.  

We use separate third party provided software for our financial systems such as financial and budget reporting, general ledger accounting, 
accounts payable, payroll, and fixed assets. We currently protect our local customer, inventory, and corporate consolidated data, such as financial 
information, e-mail files, and other user files, with daily backups. These backups are stored off site with a third party data protection vendor.  

We continually evaluate our systems with the goal of ensuring that all critical systems remain scalable and operational as our business 
grows.  

REGULATION  

Environmental Compliance  

Our operations and properties, including the maintenance of our delivery vehicles, are subject to extensive federal, state, and local 
environmental protection and health and safety laws and regulations. These environmental laws govern, among other things, the emission and 
discharge of hazardous materials into the ground, air, or water; exposure to hazardous materials; and the generation, handling, storage, use, 
treatment, identification, transportation, and disposal of industrial by-products, waste water, storm water, and mercury and other hazardous 
materials.  

We have made and will continue to make capital and other expenditures relating to environmental matters. We have an environmental 
management process designed to facilitate and support our compliance with these requirements. We cannot assure you, however, that we will at 
all times be in complete compliance with such requirements.  

Although we presently do not expect to incur any capital or other expenditures relating to environmental controls or other environmental 
matters in amounts that would be material to us, we may be required to make such expenditures in the future. Environmental laws are complex, 
change frequently and have tended to become more stringent over time. Accordingly, we cannot assure you that environmental laws will not 
change or become more stringent in the future in a manner that could have a material adverse effect on our business.  

Contamination resulting from vehicle recycling processes can include soil and ground water contamination from the release, storage, 
transportation, or disposal of gasoline, motor oil, antifreeze, transmission fluid, chlorofluorocarbons (“CFCs”) from air conditioners, other 
hazardous materials, or metals such as aluminum, cadmium, chromium, lead, and mercury. Contamination from the refurbishment of chrome 
plated bumpers can occur from the release of the plating material. Contamination can migrate on-site or off-site which can increase the risk, and 
the amount, of any potential liability.  
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In addition, many of our facilities are located on or near properties with a history of industrial use that may have involved hazardous 
materials. As a result, some of our properties may be contaminated. Some environmental laws hold current or previous owners or operators of 
real property liable for the costs of cleaning up contamination, even if these owners or operators did not know of and were not responsible for 
such contamination. These environmental laws also impose liability on any person who disposes of, treats, or arranges for the disposal or 
treatment of hazardous substances, regardless of whether the affected site is owned or operated by such person, and at times can impose liability 
on companies deemed under law to be a successor to such person. Third parties may also make claims against owners or operators of properties, 
or successors to such owners or operators, for personal injuries and property damage associated with releases of hazardous or toxic substances.  

When we identify a potential material environmental issue during our acquisition due diligence process, we analyze the risks, and, when 
appropriate, perform further environmental assessment to verify and quantify the extent of the potential contamination. Furthermore, where 
appropriate, we have established financial reserves for certain environmental matters. In addition, at times we, or sellers from whom we 
purchased a business, have undertaken remediation projects. We do not anticipate, based on currently available information and current laws, 
that we will incur liabilities in excess of reserves to address environmental matters. However, in the event we discover new information or if 
laws change, we may incur significant liabilities, which may exceed our reserves.  

Title Laws  

In some states, when a vehicle is deemed a total loss, a salvage title is issued. Whether states issue salvage titles is important to the supply 
of inventory for the vehicle recycling industry because an increase in vehicles that qualify as salvage vehicles provides greater availability and 
typically lowers the price of such vehicles. Currently, these titling issues are a matter of state law. In 1992, the U.S. Congress commissioned an 
advisory committee to study problems relating to vehicle titling, registration, and salvage. Since then, legislation has been introduced seeking to 
establish national uniform requirements in this area, including a uniform definition of a salvage vehicle. The vehicle recycling industry will 
generally favor a uniform definition, since it will avoid inconsistencies across state lines, and will generally favor a definition that expands the 
number of damaged vehicles that qualify as salvage. However, certain interest groups, including repair shops and some insurance associations, 
may oppose this type of legislation. National legislation has not yet been enacted in this area, and there can be no assurance that such legislation 
will be enacted in the future.  

Anti-Car Theft Act  

In 1992, Congress enacted the Anti-Car Theft Act to deter trafficking in stolen vehicles. The purpose of the law is to implement an 
electronic system to track and monitor vehicle identification numbers and major automotive parts. In January 2009, the U.S. Department of 
Justice implemented the portion of the system to track and monitor vehicle identification numbers. The portion of the system that would track 
and monitor major automotive parts would require various entities, including automotive parts recyclers like us, to inspect salvage vehicles for 
the purpose of collecting the part number for any “covered major part.” The Department of Justice has not promulgated rules on this portion of 
the system, and therefore there has been no progress on the implementation of the system to track and monitor major automotive parts. However, 
if this system is fully implemented, the requirement to collect the information would place substantial burdens on vehicle recyclers, including us, 
that otherwise would not normally exist. It would place similar burdens on repair shops, which may further discourage the use by such shops of 
recycled products. There is no pending initiative to implement the parts registration from a law enforcement point of view. However, there is a 
risk that a heightened legislative concern over safety of parts might precipitate an effort to push for the implementation of such rules.  

Legislation Affecting Automotive Repair Parts  

Most states have laws relating to the use of aftermarket products in motor vehicle collision repair work. The provisions of these laws 
include consumer disclosure, vehicle owner’s consent regarding the use of aftermarket products in the repair process, and the requirement to 
have aftermarket products certified by an independent  
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testing organization. Some jurisdictions have laws that regulate the sale of certain recycled products that we provide, such as airbags. Additional 
laws of this kind may be enacted in the future. An increase in the number of states passing such legislation with prohibitions or restrictions that 
are more severe than current laws could have a material adverse impact on our business. Additionally, Congress could enact federal legislation 
restricting the use of aftermarket and recycled automotive products used in the course of collision repair.  

SEASONALITY  

Our operating results are subject to quarterly variations based on a variety of factors, influenced primarily by seasonal changes in weather 
patterns. During the winter months we tend to have higher demand for our products because there are more weather related accidents. In 
addition, the cost of salvage vehicles tends to be lower as weather related accidents generate a larger supply of total loss vehicles.  

   

Risks Relating to Our Business  

Our operating results and financial condition have been and could continue to be adversely affected by the economic conditions in the U.S.  

The decline in economic conditions in the U.S. adversely impacted our business. Such conditions have resulted in fewer miles driven, 
fewer accident claims and a reduction of vehicle repairs. In the event that the U.S. economic conditions decline further or do not improve, we 
expect that our business will continue to be negatively affected.  

We face intense competition from local, national, international, and internet-based vehicle products providers, and this competition could 
negatively affect our business.  

The vehicle replacement products industry is highly competitive and is served by numerous suppliers of OEM, recycled, aftermarket, 
refurbished and remanufactured products. Within each of these categories of suppliers, there are local owner-operated companies, larger regional 
suppliers, national and international providers, and internet-based suppliers. Providers of vehicle replacement products that have traditionally 
sold only certain categories of such products may decide to expand their product offerings into other categories of vehicle replacement products, 
which may further increase competition. Some of our current and potential competitors may have more operational expertise; greater financial, 
technical, manufacturing, distribution, and other resources; longer operating histories; lower cost structures; and better relationships in the 
insurance and vehicle repair industries, than we do. In certain regions of the U.S., local vehicle recycling companies have formed cooperative 
efforts to compete in the wholesale recycled products industry. As a result of these factors, our competitors may be able to provide products that 
we are unable to supply, provide their products at lower costs, or supply products to customers that we are unable to serve.  

We believe that substantially in excess of 50% of collision parts by dollar amount are supplied by OEMs, with the balance being supplied 
by distributors like us. The OEMs are therefore in a position to exert pricing pressure in the marketplace. We compete with the OEMs primarily 
on price and to a lesser extent on service and quality. From time to time, OEMs have experimented with reducing prices on specific products to 
match the lower prices of alternative products. If such price reductions were to become widespread, it could have a material adverse impact on 
our business.  

Claims by OEMs relating to aftermarket products could adversely affect our business.  

OEMs have attempted to use claims of intellectual property infringement against manufacturers and distributors of aftermarket products to 
restrict or eliminate the sale of aftermarket products that are the subject of the claims. The OEMs have brought such claims in federal court and 
with the U.S. International Trade Commission.  
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In December 2005 and May 2008, Ford Global Technologies, LLC filed complaints with the International Trade Commission against us 
and others alleging that certain aftermarket products imported into the U.S. infringed on Ford design patents. The parties settled these matters in 
April 2009 pursuant to a settlement arrangement that expires in September 2011.  

U.S. Patent and Trademark Office records indicate that OEMs are seeking and obtaining more design patents then they have in the past. To 
the extent that the OEMs are successful with intellectual property infringement claims, we could be restricted or prohibited from selling certain 
aftermarket products which could have an adverse effect on our business. We will likely incur significant expenses investigating and defending 
intellectual property infringement claims. In addition, aftermarket products certifying organizations may revoke the certification of parts that are 
the subject of the claims. Lack of certification may negatively impact us because many major insurance companies recommend or require the use 
of aftermarket products only if they have been certified by an independent certifying organization.  

An adverse change in our relationships with our suppliers or auction companies could increase our expenses and hurt our ability to serve 
our customers.  

We are dependent on a relatively small number of suppliers of aftermarket products, most of which are located in Taiwan. Although 
alternative suppliers exist for substantially all aftermarket products distributed by us, the loss of any one supplier could have a material adverse 
effect on us until alternative suppliers are located and have commenced providing products. Moreover, our operations are subject to the 
customary risks of doing business abroad, including, among other things, transportation costs and delays, political instability, currency 
fluctuations and the imposition of tariffs, import and export controls and other non-tariff barriers (including changes in the allocation of quotas), 
as well as the uncertainty regarding future relations between China and Taiwan. Because a substantial volume of our sales involves products 
manufactured from sheet metal, we can be adversely impacted if sheet metal becomes unavailable or is only available at higher prices, which we 
may not be able to pass on to our customers.  

Most of our salvage inventory is obtained from vehicles offered at salvage auctions operated by several companies that own auction 
facilities in numerous locations across the U.S. We do not typically have contracts with any auction company. According to industry analysts, a 
small number of companies control a large percentage of the salvage auction market in the U.S. If an auction company prohibited us from 
participating in its auctions, began competing with us, or significantly raised its fees, our business could be adversely affected through higher 
costs or the resulting potential inability to service our customers. Moreover, we are facing increased competition in the purchase of salvage 
vehicles from direct competitors, rebuilders, exporters, and others. This increase in the number of bidders has increased and may continue to 
increase our cost of goods sold for wholesale recycled products. Most states regulate bidders to help ensure that salvage vehicles are purchased 
for legal purposes by qualified buyers. Auction companies have been actively seeking to reduce, circumvent or eliminate these regulations, 
which would further increase the number of bidders.  

We also acquire inventory directly from insurance companies, OEMs, and others. To the extent that these suppliers decide to discontinue 
these arrangements, our business could be adversely affected through higher costs or the resulting potential inability to service our customers.  

If our business relationships with insurance companies end, we may lose important sales opportunities.  

We rely on business relationships with several insurance companies. These insurance companies encourage vehicle repair facilities to use 
products we provide. The business relationships include in some cases participation in aftermarket quality and service assurance programs that 
may result in a higher usage of our aftermarket products than would be the case without the programs. Our arrangements with these companies 
may be terminated by them at any time, including in connection with their own business concerns relating to the offering, availability, standards 
or operations of the aftermarket quality and service assurance programs. We rely on these relationships for sales to some collision repair shops, 
and a termination of these relationships may result in a loss of sales, which could adversely affect our results of operations.  
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In an Illinois lawsuit involving State Farm Mutual Automobile Insurance Company ( “Avery v. State Farm” ), a jury decided in October 
1999 that State Farm breached certain insurance contracts with its policyholders by using non-OEM replacement products to repair damaged 
vehicles when use of such products did not restore the vehicle to its “pre-loss condition.” The jury found that State Farm misled its customers by 
not disclosing the use of non-OEM replacement products and the alleged inferiority of those products. The jury assessed damages against State 
Farm of $456 million, and the judge assessed an additional $730 million of disgorgement and punitive damages for violations of the Illinois 
Consumer Fraud Act. In April 2001, the Illinois Appellate Court upheld the verdict but reduced the damage award by $130 million because of 
duplicative damage awards. On August 18, 2005, the Illinois Supreme Court reversed the awards made by the circuit court and found, among 
other things, that the plaintiffs had failed to establish any breach of contract by State Farm. The U.S. Supreme Court declined to hear an appeal 
of this case. As a result of this case, some insurance companies reduced or eliminated their use of aftermarket products. Our financial results 
could be adversely affected if insurance companies modified or terminated the arrangements pursuant to which repair shops buy aftermarket or 
recycled products from us due to a fear of similar claims.  

We may not be able to sell our products due to existing or new laws and regulations prohibiting or restricting the sale of wholesale 
aftermarket, recycled or refurbished products.  

Some jurisdictions have enacted laws prohibiting or severely restricting the sale of certain recycled products that we provide, such as 
airbags. These and other jurisdictions could enact similar laws or could prohibit or severely restrict the sale of additional recycled products. 
Restrictions on the products we are able to sell could decrease our revenue and have an adverse effect on our business and operations.  

Most states have passed laws that prohibit or limit the use of aftermarket products in collision repair work and/or require enhanced 
disclosure or vehicle owner consent before using aftermarket products in such repair work. Additional legislation of this kind may be introduced 
in the future. If additional laws prohibiting or restricting the use of aftermarket products are passed, it could have an adverse impact on our 
aftermarket products business.  

Certain organizations test the quality and safety of vehicle replacement products. In the event that such organizations decide that a 
particular vehicle product does not meet applicable quality or safety standards, we may decide to discontinue sales of such product or insurance 
companies may decide to discontinue authorization of repairs using such product. Such events could adversely affect our business.  

We may not be able to successfully acquire new businesses or integrate acquisitions, which could cause our business to suffer.  

We may not be able to successfully complete potential strategic acquisitions if we cannot reach agreement on acceptable terms or for other 
reasons. If we buy a company or a division of a company, we may experience difficulty integrating that company’s or division’s personnel and 
operations, which could negatively affect our operating results. In addition:  
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  •   the key personnel of the acquired company may decide not to work for us;  
  •   customers of the acquired company may decide not to purchase products from us;  
  •   we may experience business disruptions as a result of information technology systems conversions;  

  
•   we may experience additional financial and accounting challenges and complexities in areas such as tax planning, treasury 

management, and financial reporting;  

  
•   we may be held liable for environmental, tax or other risks and liabilities as a result of our acquisitions, some of which we may not 

have discovered during our due diligence;  
  •   we may intentionally assume the liabilities of the companies we acquire, which could materially and adversely affect our business;  
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Our credit agreement places restrictions on our business.  

In 2007, we entered into a senior secured debt financing facility with a group of lenders. Our total outstanding indebtedness (including 
bank financing, letters of credit, and notes payable in connection with acquisitions) as of December 31, 2010 was $627.8 million. The credit 
agreement contains operating and financial restrictions and requires that we satisfy certain financial and other covenants. The failure to comply 
with any of these covenants would cause a default under the credit agreement. A default, if not waived, could result in acceleration of our debt, 
in which case the debt would become immediately due and payable. If this occurs, we may not be able to repay our debt or borrow sufficient 
funds to refinance it. Even if new financing were available, it may be on terms that are less attractive to us than our existing credit facility or it 
may be on terms that are not acceptable to us.  

Our future capital needs may require that we seek debt financing or additional equity funding that, if not available, could cause our business 
to suffer.  

We may need to raise additional funds in the future to, among other things, refinance existing debt, fund our existing operations, improve 
or expand our operations, respond to competitive pressures, or make acquisitions. From time to time, we may raise additional funds through 
public or private financing, strategic alliances, or other arrangements. However, the recent turmoil in the credit markets has resulted in tighter 
credit conditions, which could affect our ability to raise additional funds. If adequate funds are not available on acceptable terms, we may be 
unable to meet our business or strategic objectives or compete effectively. If we raise additional funds by issuing equity securities, stockholders 
may experience dilution of their ownership interests, and the newly issued securities may have rights superior to those of the common stock. If 
we raise additional funds by issuing debt, we may be subject to higher borrowing costs and further limitations on our operations. If we fail to 
raise capital when needed, our business may be negatively affected.  

Our annual and quarterly performance may fluctuate.  

Our revenue, cost of goods sold, and operating results have fluctuated on a quarterly and annual basis in the past and can be expected to 
continue to fluctuate in the future as a result of a number of factors, some of which are beyond our control. Future factors that may affect our 
operating results include, but are not limited to, those listed in the Special Note on Forward-Looking Statements in this Annual Report on Form 
10-K. Accordingly, our results of operations may not be indicative of future performance. These fluctuations in our operating results may cause 
our results to fall below the expectations of public market analysts and investors, which could cause our stock price or the value of debt 
instruments to decline.  

Fluctuations in the prices of metals or shipping costs could adversely affect our financial results.  

All of our recycled operations generate scrap metal and other metals that we sell. After we dismantle a salvage vehicle for wholesale parts 
and after vehicles have been used in our self service retail business, the remaining vehicle hulks are sold to scrap processors and other remaining 
metals are sold to processors and brokers of metals. In addition, we receive “crush only” vehicles from other companies, including OEMs, which 
we dismantle and which generate scrap metal and other metals. The prices of scrap and other metals have historically fluctuated, sometimes 
significantly, due to market factors. In addition, buyers may stop purchasing metals entirely due to excess supply. To the extent that the prices of 
metals decrease materially or buyers stop purchasing metals, our revenue from such sales will suffer and a write-down of our inventory value 
could be  
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  •   our existing business may be disrupted or receive insufficient management attention;  

  
•   we may not be able to realize the cost savings or other financial benefits we anticipated, either in the amount or in the time frame that 

we expect; and  

  
•   we may incur debt or issue equity securities to pay for any future acquisition, the issuance of which could involve the imposition of 

restrictive covenants or be dilutive to our existing stockholders.  
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required. The cost of our wholesale recycled and our self service retail inventory purchases may also decrease as a result of falling scrap metal 
and other metals prices. However, there can be no assurance that our inventory purchasing cost will decrease the same amount or at the same rate 
as the scrap metal and other metals prices decline, and there may be a delay between the scrap metal and other metals price reductions and any 
inventory cost reductions. The price of steel is a component of the cost to manufacture products for our aftermarket business. We incur 
substantial freight costs to import parts from our suppliers, many of whom are located in Asia. If the cost of steel or freight rose we might not be 
able to pass the cost increases on to our customers.  

If we determine that our goodwill has become impaired, we may incur significant charges to our pre-tax income.  

Goodwill represents the excess of cost over the fair market value of net assets acquired in business combinations. In the future, goodwill 
and intangible assets may increase as a result of acquisitions. Goodwill is reviewed at least annually for impairment. Impairment may result 
from, among other things, deterioration in the performance of acquired businesses, adverse market conditions, and adverse changes in applicable 
laws or regulations, including modifications that restrict the activities of the acquired business. As of December 31, 2010, our total goodwill 
subject to future impairment testing was $1.0 billion. For further discussion of our annual impairment test, see “Goodwill Impairment” in the 
Critical Accounting Policies and Estimates section of Item 7 in this Annual Report on Form 10-K.  

If the number of vehicles involved in accidents declines, our business could suffer.  

Because our business depends on vehicle accidents for both the demand for repairs using our products and the supply of wholesale 
recycled products, factors which influence the number and/or severity of accidents, including, but not limited to, the number of vehicles on the 
road, the number of miles driven, the ages of drivers, the use of cellular telephones and other electronic equipment by drivers, the congestion of 
traffic, the occurrence and severity of certain weather conditions, the use of alcohol and drugs by drivers, the effectiveness of accident avoidance 
systems in new vehicles, and the condition of roadways, impact our business. In this regard, a number of states and municipalities have adopted, 
or are considering adopting, legislation banning the use of handheld cellular telephones while driving, and such restrictions could lead to a 
decline in accidents. To the extent OEMs develop or are mandated by law to install new accident avoidance systems, the number and severity of 
accidents could decrease. Moreover, an increase in fuel prices may cause the number of vehicles on the road to decline and the number of miles 
driven to decline, as motorists seek alternative transportation options, and this also could lead to a decline in accidents.  

Governmental agencies may refuse to grant or renew our operating licenses and permits.  

Our operating subsidiaries must obtain licenses and permits from state and local governments to conduct their operations. When we 
develop or acquire a new facility, we must seek the approval of state and local units of government. Governmental agencies may resist the 
establishment of a vehicle recycling or refurbishing facility in their communities. There can be no assurance that future approvals or transfers 
will be granted. In addition, there can be no assurance that we will be able to maintain and renew the licenses and permits our operating 
subsidiaries currently hold.  

If we lose our key management personnel, we may not be able to 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 and key employees at the 
operating level. If we lose the services of one or more of our executive officers or key employees, or if one or more of them decides 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. If we lose the services of any of our key employees at the operating or regional level, we may not be able to replace them with 
similarly qualified personnel, which could harm our business.  
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We rely on information technology and communication systems in critical areas of our operations and a disruption relating to such 
technology could harm our business.  

Some of the information technology systems and communication systems we use for management of our facilities and our financial 
functions are leased from or operated by other companies, while others are owned by us. In the event that the providers of these systems 
terminate their relationships with us or if we suffer prolonged outages of these or our own systems for whatever reason, we could suffer 
disruptions to our operations.  

In addition, we continually monitor these systems to find areas for improvement. In the event that we decided to switch providers or to 
implement our own systems, we may also suffer disruptions to our business. We may be unsuccessful in the development of our own systems, 
and we may underestimate the costs and expenses of developing and implementing our own systems. Also, our revenue may be hampered during 
the period of implementing an alternative system, which period could extend longer than we anticipated.  

If we experience problems with our fleet of trucks, our business could be harmed.  

We use a fleet of trucks to deliver the majority of the products we sell. We are subject to the risks associated with providing trucking 
services, including inclement weather, disruptions in the transportation infrastructure, governmental regulation, availability and price of fuel, 
liabilities arising from accidents to the extent we are not covered by insurance, and insurance premium increases. In addition, our failure to 
deliver products in a timely and accurate manner could harm our reputation and brand, which could have a material adverse effect on our 
business.  

We are subject to environmental regulations and incur costs relating to environmental matters.  

We are subject to various federal, state, and local environmental protection and health and safety laws and regulations governing, among 
other things: the emission and discharge of hazardous materials into the ground, air, or water; exposure to hazardous materials; and the 
generation, handling, storage, use, treatment, identification, transportation, and disposal of industrial by-products, waste water, storm water, and 
mercury and other hazardous materials.  

We are also required to obtain environmental permits from governmental authorities for certain of our operations. If we violate or fail to 
obtain or comply with these laws, regulations, or permits, we could be fined or otherwise sanctioned by regulators. We could also become liable 
if employees or other parties are improperly exposed to hazardous materials.  

Under certain environmental laws, we could be held responsible for all of the costs relating to any contamination at, or migration to or 
from, our or our predecessors’ past or present facilities and at independent waste disposal sites. These laws often impose liability even if the 
owner or operator did not know of, or was not responsible for, the release of such hazardous substances.  

Environmental laws are complex, change frequently, and have tended to become more stringent over time. Our costs of complying with 
current and future environmental and health and safety laws, and our liabilities arising from past or future releases of, or exposure to, hazardous 
substances, may adversely affect our business, results of operations, or financial condition.  

We could be subject to product liability claims.  

If customers of repair shops that purchase our products are injured or suffer property damage, we could be subject to product liability 
claims by such customers. The successful assertion of this type of claim could have an adverse effect on our business or financial condition. In 
addition, we have agreed to defend and indemnify in certain circumstances insurance companies that could be named as defendants in such 
lawsuits. Further, such a claim could negatively impact our future revenue.  
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Regulations that may be issued under the Anti-Car Theft Act could harm our business.  

In 1992, Congress enacted the Anti-Car Theft Act to deter trafficking in stolen vehicles. The purpose of the law is to implement an 
electronic system to track and monitor vehicle identification numbers and major automotive parts. In January 2009, the U.S. Department of 
Justice implemented the portion of the system to track and monitor vehicle identification numbers. The portion of the system that would track 
and monitor major automotive parts would require various entities, including automotive parts recyclers like us, to inspect salvage vehicles for 
the purpose of collecting the part number for any “covered major part.” The Department of Justice has not promulgated rules on this portion of 
the system, and therefore there has been no progress on the implementation of the system to track and monitor major automotive parts. However, 
if this system is fully implemented, the requirement to collect the information would place substantial burdens on automotive parts recyclers, 
including us, that otherwise would not normally exist. It would place similar burdens on repair shops, which may further discourage the use of 
recycled products by such shops.  

We operate in Canada and Mexico which exposes us to foreign exchange and other risks.  

We have operations in Canada and Mexico. We are thus subject to foreign exchange exposure as well as exposure to foreign tax and other 
foreign and domestic laws. In addition, Mexico is currently experiencing a heightened level of criminal activity that could affect our ability to 
maintain our supply of certain aftermarket products.  

Risks Relating to Our Common Stock and Financial Structure  

Future sales of our common stock may depress our stock price.  

We and our stockholders may sell shares of common stock or other equity, debt or instruments which constitute an element of our debt and 
equity (collectively, “securities”) in the future. We may also issue shares of common stock under our equity incentive plan or in connection with 
future acquisitions. We cannot predict the size of future issuances of securities or the effect, if any, that future issuances and sales of shares of 
our common stock or other securities will have on the price of our common stock. Sales of substantial amounts of common stock (including 
shares issued in connection with an acquisition), or the perception that such sales could occur, may cause the price of our common stock to fall.  

Delaware law, our charter documents and our loan documents may impede or discourage a takeover, which could affect the price of our 
stock.  

The anti-takeover provisions of our certificate of incorporation and bylaws, our loan documents and Delaware law could, together or 
separately, impose various impediments to the ability of a third party to acquire control of us, even if a change in control would be beneficial to 
our existing stockholders. Our certificate of incorporation and bylaws have provisions that could discourage potential takeover attempts and 
make attempts by stockholders to change management more difficult. Our credit agreement provides that a change of control is an event of 
default. Our incorporation under Delaware law and these provisions could also impede an acquisition, takeover, or other business combination 
involving us or discourage a potential acquirer from making a tender offer for our common stock, which, under certain circumstances, could 
reduce the price of our common stock.  

   

None.  

   

Our properties are described in “Item 1—Business” above, and such description is incorporated by reference into this Item 2. Our 
properties are sufficient to meet our present needs, and we do not anticipate any difficulty in securing additional space to conduct operations or 
additional office space, as needed, on terms acceptable to us.  
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We are from time to time subject to various claims and lawsuits incidental to our business. In the opinion of management, currently 
outstanding claims and suits will not, individually or in the aggregate, have a material adverse effect on our consolidated financial statements.  
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ITEM 3. LEGAL PROCEEDINGS 

ITEM 4. (REMOVED AND RESERVED) 
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PART II  
   

Our common stock is traded on the NASDAQ Global Select Market under the symbol “LKQX.” At December 31, 2010 there were 
approximately 30 record holders of our common stock. The following table sets forth, for the periods indicated, the range of the high and low 
sales prices of shares of our common stock on Nasdaq.  
   

We have not paid any cash dividends on our common stock. We intend to continue to retain our earnings to finance our growth and for 
general corporate purposes. We do not anticipate paying any cash dividends on our common stock in the foreseeable future. In addition, our 
credit facility contains, and future financing agreements may contain, financial covenants and limitations on payment of any cash dividends or 
other distributions of assets.  
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ITEM 5. MARKET FOR REGISTRANT ’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER 
PURCHASES OF EQUITY SECURITIES 

     High      Low   

2009        

First Quarter     $ 15.21       $ 10.75    
Second Quarter       17.65         13.90    
Third Quarter       19.23         15.23    
Fourth Quarter       20.07         16.50    

2010        

First Quarter       20.90         18.02    
Second Quarter       22.00         17.29    
Third Quarter       21.09         17.81    
Fourth Quarter       23.26         20.31    
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The following graph compares the percentage change in the cumulative total returns on our common stock, the NASDAQ Stock Market 
(U.S.) Index and the following group of peer companies (the “Peer Group”): Copart, Inc., O’Reilly Automotive, Inc., Genuine Parts Company, 
and Fastenal Co., for the period beginning on December 31, 2005 and ending on December 31, 2010 (which was the last day of our 2010 fiscal 
year). The stock price performance in the following graph is not necessarily indicative of future stock price performance. The graph assumes that 
the value of an investment in each of the Company’s common stock, the NASDAQ Stock Market (U.S.) Index and the Peer Group was $100 on 
December 31, 2005 and that all dividends, where applicable, were reinvested.  

Comparison of Cumulative Return  
Among LKQ Corporation, the NASDAQ Stock Market (U.S.) Index and the Peer Group  

  
   

The following table provides information about our common stock that may be issued under all of our equity compensation plans as of 
December 31, 2010.  

Equity Compensation Plan Information  
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     12/31/2005      12/31/2006      12/31/2007      12/31/2008      12/31/2009      12/31/2010   

LKQ Corporation     $ 100       $ 133       $ 243       $ 135       $ 226       $ 263    
NASDAQ Stock Market (U.S.) Index     $ 100       $ 110       $ 120       $ 72       $ 103       $ 120    
Peer Group     $ 100       $ 109       $ 126       $ 100       $ 123       $ 165    

Plan Category    

Number of  
securities to be issued 

 
upon exercise of  

outstanding options,  
warrants, and rights 

(a)      

Weighted-average  
exercise price of  

outstanding options, 
 

warrants, and rights 
 

(b)      

Number of  
securities remaining  
available for future  

issuance under equity  
compensation plans (excluding  

securities reflected in column (a)) 
 

(c)   

Equity compensation plans approved 
by stockholders       8,073,965       $ 12.27         2,140,090    

Equity compensation plans not 
approved by stockholders       —         $ —           —      

       
  

          
  

Total       8,073,965            2,140,090    
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The number of securities remaining for future issuance under equity compensation plans includes 1,580,090 shares under the LKQ 
Corporation 1998 Equity Incentive Plan and 560,000 shares under the LKQ Corporation Stock Option and Compensation Plan for Non-
Employee Directors.  

See Note 4, “Equity Incentive Plans,” to the Consolidated Financial Statements in Part II, Item 8 of this Annual Report on Form 10-K for 
further information related to the equity incentive plans listed above.  
   

28  



Table of Contents  

The following selected consolidated financial data should be read together with “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” in Item 7 of this Annual Report on Form 10-K and our consolidated financial statements and related notes 
included in Item 8 of this Annual Report on Form 10-K. In 2009, we reclassified into discontinued operations the results of certain self service 
retail facilities that we sold, agreed to sell or closed. Statements of Income data for prior periods has been updated to reflect only the continuing 
operations.  
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ITEM 6. SELECTED FINANCIAL DATA 

     Year Ended December 31,   
(in thousands, except per share data)    2006     2007     2008     2009     2010   
     (a)     (b)     (c)     (d)     (e)   

Statements of Income Data:             

Revenue     $ 784,023      $ 1,112,351      $ 1,908,532      $ 2,047,942      $ 2,469,881    
Cost of goods sold       429,083        614,034        1,064,706        1,120,129        1,376,401    

       
  

      
  

      
  

      
  

      
  

Gross margin       354,940        498,317        843,826        927,813        1,093,480    
       

  
      

  
      

  
      

  
      

  

Operating income       76,384        119,051        193,280        231,448        297,877    
Other (income) expense             

Interest, net       5,824        16,009        35,522        30,899        28,316    
Gain on bargain purchase       —          —          —          (4,339 )      —      
Other, net       (1,473 )      (1,612 )      (1,375 )      (429 )      (564 )  

       
  

      
  

      
  

      
  

      
  

Income from continuing operations before provision for 
income taxes       72,033        104,654        159,133        205,317        270,125    

Provision for income taxes       28,142        41,032        62,041        78,180        103,007    
       

  
      

  
      

  
      

  
      

  

Income from continuing operations     $ 43,891      $ 63,622      $ 97,092      $ 127,137      $ 167,118    
       

  

      

  

      

  

      

  

      

  

Basic earnings per share from continuing operations     $ 0.42      $ 0.56      $ 0.71      $ 0.90      $ 1.17    
Diluted earnings per share from continuing operations     $ 0.39      $ 0.53      $ 0.69      $ 0.88      $ 1.15    
Weighted average shares outstanding-basic(f)       105,655        114,161        136,488        140,541        143,271    
Weighted average shares outstanding-diluted(f)       111,633        119,937        141,023        143,990        145,857    

     Year Ended December 31,   
     2006     2007     2008     2009     2010   

Other Financial Data:             

Net cash provided by operating activities     $ 52,381      $ 54,369      $ 132,961      $ 164,002      $ 159,183    
Net cash used in investing activities       (110,657 )      (905,821 )      (138,910 )      (102,494 )      (191,583 )  
Net cash provided by (used in) financing activities       59,134        921,629        11,793        (33,165 )      18,962    
Capital expenditures(g)       116,844        908,122        143,435        125,624        218,243    
Depreciation and amortization       12,086        18,018        33,421        38,062        41,428    

Balance Sheet Data:             

Total assets     $ 564,355      $ 1,692,655      $ 1,881,804      $ 2,020,121      $ 2,299,509    
Working capital       122,420        389,469        441,705        526,125        611,555    
Long-term obligations, including current portion       100,447        658,462        642,874        603,045        600,954    
Stockholders’  equity       401,202        849,777        1,020,506        1,179,434        1,414,161    
  
(a) Includes the results of operations of ten businesses since their respective acquisition dates in 2006. 

(b) Includes the results of operations of Keystone Automotive Industries, Inc. since its acquisition on October 12, 2007 and 11 other businesses 
since their respective acquisition dates in 2007. 

(c) Includes the results of operations of Pick-Your-Part Auto Wrecking since its acquisition on August 25, 2008 and seven other businesses 
since their respective acquisition dates in 2008. 

(d) Includes the results of operations of Greenleaf Auto Recyclers, LLC since its acquisition on October 1, 2009 and seven other businesses 
since their respective acquisition dates in 2009. 

(e) Includes the results of operations of 20 businesses since their respective acquisition dates in 2010. 

(f) We sold 23,600,000 shares of our common stock on September 19, 2007 in connection with a follow-on public offering. Accordingly, the 
shares used in the per share calculations for basic and diluted earnings per share in 2007 do not fully reflect the impact of the transactions 
that occurred during that year. 

(g) Includes acquisitions and non-cash property additions. 
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Overview  

We provide replacement parts, components and systems needed to repair vehicles (cars and trucks). Buyers of vehicle replacement 
products have the option to purchase from primarily five sources: new products produced by original equipment manufacturers (“OEMs”), which 
are commonly known as OEM products; new products produced by companies other than the OEMs, which are sometimes referred to as 
“aftermarket” products; recycled products originally produced by OEMs, which we refer to as recycled products; used products that have been 
refurbished; and used products that have been remanufactured.  

We distribute a variety of products to collision repair shops and mechanical repair shops, including aftermarket collision products, recycled 
collision and mechanical products, refurbished collision replacement products, such as wheels, bumpers and lights, and remanufactured products, 
such as engines and transmissions. We are the nation’s largest provider of aftermarket and recycled products and related services, with sales, 
processing, and distribution facilities that reach most major markets in the U.S. and Canada. We are also the largest nationwide provider of 
refurbished bumper covers and wheels. In addition to these full service, wholesale operations, we operate self service facilities that sell retail 
recycled automotive products. We also sell recycled heavy-duty truck products and used heavy-duty trucks. We believe there are opportunities 
for growth in our product lines through acquisitions and internal development.  

Our revenue, cost of goods sold, and operating results have fluctuated on a quarterly and annual basis in the past and can be expected to 
continue to fluctuate in the future as a result of a number of factors, some of which are beyond our control. Factors that may affect our operating 
results include, but are not limited to, those listed in the Special Note on Forward-Looking Statements in Item 1 of this Annual Report on Form 
10-K. Due to these factors, our operating results in future periods can be expected to fluctuate. Accordingly, our historical results of operations 
may not be indicative of future performance.  

Acquisitions  

Since our inception in 1998 we have pursued a growth strategy of both organic growth and acquisitions. We have pursued acquisitions that 
we believe will help drive profitability, cash flow and stockholder value. Our principal focus for acquisitions is companies that will expand our 
geographic presence and our ability to provide a wider choice of alternative vehicle replacement products and services to our customers.  

In 2010, we made 20 acquisitions (16 in the wholesale products business, one in the recycled heavy-duty truck products business, two self 
service retail operations and one tire recycling business). Our acquisitions included the purchase of an engine remanufacturer, included in the 
wholesale operating segment, which will allow us to begin vertically integrating our recycled product supply chain. We expanded our product 
offerings through the acquisition of an automotive heating and cooling component business, included in the wholesale operating segment, as well 
as a tire recycling business, which supports all of our operating segments. Our 2010 acquisitions have also enabled us to expand our geographic 
presence, most notably in Canada through our purchase of Cross Canada, an aftermarket product supplier.  

In 2009, we acquired eight businesses (five in the wholesale business and three in the recycled heavy-duty truck products business). The 
acquisitions enabled us to increase our geographic presence in the wholesale products business and expand our network of recycled heavy-duty 
truck products facilities. Our 2009 acquisitions included Greenleaf Auto Recyclers, LLC (“Greenleaf”), which we purchased from Schnitzer 
Steel Industries, Inc. (“SSI”) in October. This acquisition enabled us to increase our geographic presence and increase our capacity in numerous 
markets.  

In August 2008, we acquired Pick-Your-Part Auto Wrecking (“PYP”), an operator of multiple self service facilities in the state of 
California. During 2008, we also acquired seven other businesses (four in the wholesale  
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business and three in the recycled heavy-duty truck products business). These acquisitions included two businesses in Canada. The 2008 
acquisitions enabled us to expand our presence in existing markets, increase our geographic presence in the Canadian market and become a 
provider of recycled heavy-duty truck parts.  

Divestitures  

In October 2009, we sold to SSI four retail oriented self service facilities in Oregon and Washington. We also sold certain business assets 
to SSI related to two self service retail facilities in Northern California and a self service retail facility in Portland, Oregon. We have closed the 
two self service retail facilities in Northern California and converted the self service operation in Portland to a wholesale recycling business. We 
also agreed to sell to SSI two self service retail facilities in Dallas, Texas and closed this portion of the transaction on January 15, 2010. Certain 
of these facilities qualified for treatment as discontinued operations. The financial results and assets and liabilities of these facilities are 
segregated from our continuing operations and presented as discontinued operations in the consolidated balance sheets and statements of income 
for all periods presented. Unless otherwise noted, this Management’s Discussion and Analysis of Financial Condition and Results of Operations 
relates only to financial results from continuing operations.  

Sources of Revenue  

We report our revenue in three categories: (i) aftermarket, other new and refurbished products, (ii) recycled products and related products 
and services, including remanufactured products, and (iii) other.  

Our revenue from the sale of vehicle replacement products and related services includes sales of (i) aftermarket, other new and refurbished 
products and (ii) recycled products and related products and services. In 2010, sales of vehicle replacement products and services represented 
approximately 86% of our consolidated sales. Over half of our vehicle replacement products and related services revenue is derived from sales of 
aftermarket, other new and refurbished products. Prior to 2008, recycled products, which includes our wholesale recycled, self service and 
heavy-duty truck product operations, was our largest sales category. In 2010, recycled products sales comprised approximately 42% of our 
vehicle replacement products and related services sales. Our 2010 acquisition of an engine remanufacturer will allow us to begin vertically 
integrating our recycled product supply chain by bringing the engine remanufacturing process in house.  

We sell the majority of our vehicle replacement products to collision and mechanical repair shops. Our vehicle replacement products 
include engines, transmissions, front-ends, doors, trunk lids, bumpers, hoods, fenders, grilles, valances, wheels, head lamps, and tail lamps. For 
an additional fee, we sell extended warranty contracts for certain mechanical products. These contracts cover the cost of parts and labor and are 
sold for periods of six months, one year, two years or a non-transferable lifetime warranty. We defer the revenue from such contracts and 
recognize it ratably over the term of the contracts or three years in the case of lifetime warranties. The demand for our products and services is 
influenced by several factors, including the number of vehicles in operation, the number of miles being driven, the frequency and severity of 
vehicle accidents, availability and pricing of new parts, seasonal weather patterns, and local weather conditions. Additionally, automobile 
insurers exert significant influence over collision repair shops as to how an insured vehicle is repaired and the cost level of the products used in 
the repair process. Accordingly, we consider automobile insurers to be key demand drivers of our products. While they are not our direct 
customers, we do provide insurance carriers services in an effort to promote the increased usage of alternative replacement products in the repair 
process. Such services include the review of vehicle repair order estimates, direct quotation services to insurance company adjusters, and an 
aftermarket products quality and service assurance program. We neither charge a fee to the insurance carriers for these services nor adjust our 
pricing of parts for our customers when we perform these services for insurance carriers.  

There is no standard price for aftermarket, recycled, refurbished or remanufactured products, but rather a pricing structure that varies from 
day to day based upon such factors as product availability, quality, demand, new OEM replacement product prices, the age of the vehicle being 
repaired, and competitor pricing.  
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In 2010, revenue from other sources represented approximately 14% of our consolidated sales. These other sources include scrap sales, 
bulk sales to mechanical remanufacturers, and sales of aluminum ingots and sows. We derive scrap metal from several sources, including OEMs 
and other entities that contract with us to dismantle and scrap certain vehicles (which we refer to as “crush only” vehicles) and from vehicles that 
have been used in both our wholesale and self service recycled operations. Revenue from scrap sales will vary from period to period based on 
fluctuations in commodity prices, the speed with which they fluctuate, and the volume of vehicles we sell for scrap. In 2009, revenue from other 
sources declined 20% relative to the prior year, due to lower scrap metal and other metal prices and a reduction in the volume of crush only 
vehicles acquired. With the rebound in scrap prices in 2010, combined with higher sales volume, revenue from other sources increased by 
67.5%.  

When we obtain mechanical parts from dismantled vehicles and determine they are damaged, or when we have a surplus of a certain 
mechanical product type, we sell them in bulk to mechanical remanufacturers. The majority of these parts are sorted by part type and model type. 
Examples of such parts are engine blocks and heads, transmissions, starters, alternators, and air conditioner compressors. With our entry into 
engine remanufacturing in 2010, our sales of engine cores to mechanical remanufacturers will decline in future years.  

Cost of Goods Sold  

Our cost of goods sold for aftermarket products includes the price we pay for the parts, freight, and other inventoried costs such as 
allocated overhead and import fees and duties, where applicable. Our aftermarket products are acquired from a number of vendors. Our cost of 
goods sold for refurbished wheels, bumpers and lights includes the price we pay for inventory, freight, and costs to refurbish the parts, including 
direct and indirect labor, rent, depreciation and other overhead related to refurbishing operations.  

Our cost of goods sold for recycled products includes the price we pay for the salvage vehicle and, where applicable, auction, storage, and 
towing fees. Our cost of goods sold also includes labor and other costs we incur to acquire and dismantle such vehicles. Since 2008, our labor 
and labor-related costs related to acquisition and dismantling have accounted for approximately 8% of our cost of goods sold for vehicles we 
dismantle. We are facing increasing competition in the purchase of salvage vehicles from shredders and scrap recyclers, internet-based buyers, 
and others. Combined with overall higher demand for used vehicles resulting from the economic decline beginning in late 2008, we have been 
paying and may continue to pay higher prices for salvage vehicles. The acquisition and dismantling of salvage vehicles is a manual process and, 
as a result, energy costs are not material. Our cost of goods sold for remanufactured products includes the price we pay for cores, freight, costs to 
remanufacture the products, including direct and indirect labor, rent, depreciation and other overhead related to remanufacturing operations  

In the event we do not have a recycled product or suitable aftermarket product in our inventory to fill a customer order, we attempt to 
purchase the product from a competitor. We refer to these products as brokered products. Since 2008, the revenue from brokered products that 
we sell to our customers has ranged from 2% to 5% of our total revenue. The gross margin on brokered product sales as a percentage of revenue 
is less than what we achieve from sales of our own inventory because we must pay higher prices for these products.  

Some of our salvage mechanical products are sold with a standard six-month warranty against defects. Additionally, some of our 
remanufactured engines are sold with a standard three-year warranty against defects. We record the estimated warranty costs at the time of sale 
using historical warranty claims information to project future warranty claims activity and related expenses. We also sell separately priced 
extended warranty contracts for certain mechanical products. The expense related to extended warranty claims is recognized when the claim is 
made.  

Expenses  

Our facility and warehouse expenses primarily include our costs to operate our distribution, self service and warehouse facilities. These 
costs include facility rent, labor for plant management and facility and warehouse  
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personnel and related incentive compensation and employee benefits, utilities, repairs and maintenance costs related to our facilities and 
equipment, other occupancy costs such as real estate and personal property taxes, and property and liability insurance. The costs included in 
facility and warehouse expenses do not relate to inventory processing or conversion activities and, as such, are classified below the gross margin 
line on our consolidated statements of income.  

Our distribution expenses include our costs to prepare and deliver our products to our customers. Included in our distribution expense 
category are labor costs for drivers, fuel, local delivery and transfer truck leases or rentals and subcontractor costs, vehicle repairs and 
maintenance, supplies and insurance.  

Our selling and marketing expenses primarily include salary, commission and other incentive compensation expenses for sales personnel, 
advertising, promotion, and marketing costs, telephone and other communication expenses, credit card fees and bad debt expense. Since 2008, 
personnel costs have accounted for approximately 80% of our selling and marketing expenses. Most of our product sales personnel are paid on a 
commission basis. The number and quality of our sales force is critical to our ability to respond to our customers’ needs and increase our sales 
volume. Our objective is to continually evaluate our sales force, develop and implement training programs, and utilize appropriate measurements 
to assess our selling effectiveness.  

Our general and administrative expenses primarily include the costs of our corporate office, regional offices and financial services center 
that provide corporate and field management, treasury, accounting, legal, payroll, business development, human resources, and information 
systems functions. These costs include wages and benefits for corporate, regional and administrative personnel, stock-based compensation and 
other incentive compensation, accounting, legal and other professional fees, office supplies, telephone and other communication costs, travel and 
lodging, and insurance.  

Seasonality  

Our operating results are subject to quarterly variations based on a variety of factors, influenced primarily by seasonal changes in weather 
patterns. During the winter months we tend to have higher demand for our products because there are more weather related accidents. In 
addition, the cost of salvage vehicles tends to be lower as more weather related accidents occur, generating a larger supply of total loss vehicles.  

Critical Accounting Policies and Estimates  

The discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements, 
which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial 
statements requires us to make estimates, assumptions, and judgments that affect the reported amounts of assets, liabilities, revenue and 
expenses, and related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, assumptions, and judgments, 
including those related to revenue recognition, inventory valuation, business combinations, goodwill impairment, self-insurance programs, 
contingencies, accounting for income taxes, and stock-based compensation. We base our estimates on historical experience and on various other 
assumptions that we believe are reasonable under the circumstances. The results of these estimates form the basis for our judgments about the 
carrying values of assets and liabilities and our recognition of revenue. Actual results may differ from these estimates.  

Revenue Recognition  

We recognize and report revenue from the sale of vehicle replacement products when they are shipped or picked up and title has 
transferred, subject to a reserve for returns, discounts, and allowances that management estimates based upon historical information. A 
replacement product would ordinarily be returned within a few days of shipment. Our customers may earn discounts based upon sales volumes 
or sales volumes coupled with prompt payment. Allowances are normally given within a few days following product shipment. We analyze  
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historical returns and allowances activity by comparing the items to the original invoice amounts and dates. We use this information to project 
future returns and allowances on products sold. If actual returns and allowances are higher than our historical experience, there would be an 
adverse impact on our operating results in the period of occurrence.  

For an additional fee, we also sell extended warranty contracts for certain mechanical products. Revenue from these contracts is deferred 
and recognized ratably over the term of the contracts, or three years in the case of lifetime warranties.  

Inventory Accounting  

Aftermarket and Refurbished Product Inventory. Aftermarket and refurbished product inventory is recorded at the lower of cost or market. 
Our aftermarket inventory cost is based on the average price we pay for parts, and includes expenses incurred for freight and buying, where 
applicable, and overhead. For items purchased from foreign sources, import fees and duties and transportation insurance are also included. Our 
refurbished product inventory cost is based on the average price we pay for wheel, bumper and lamp cores, and includes expenses incurred for 
freight, purchasing and refurbishing overhead.  

Salvage Inventory. Salvage inventory is recorded at the lower of cost or market. Our salvage inventory cost is established based upon the 
price we pay for a vehicle, and includes buying; dismantling; and, where applicable, auction, storage, and towing fees. Inventory carrying value 
is determined using the average cost to sales percentage at each of our facilities and applying that percentage to the facility’s inventory at 
expected selling prices. The average cost to sales percentage is derived from each facility’s historical vehicle profitability for salvage vehicles 
purchased at auction or from contracted rates for salvage vehicles acquired under direct procurement arrangements. Remanufactured inventory 
cost is based upon the average price paid for cores, and also includes expenses incurred for freight, direct manufacturing costs and overhead.  

For our aftermarket and refurbished product inventory and our salvage inventory, the carrying value is reduced regularly to reflect the age 
and current anticipated demand for our products. If actual demand differs from our estimates, additional reductions to our inventory carrying 
value would be necessary in the period such determination is made.  

Business Combinations  

We record our acquisitions under the purchase method of accounting, under which the acquisition purchase price is allocated to the assets 
acquired and liabilities assumed based upon their respective fair values. We utilize management estimates and, in some instances, an 
independent third-party valuation firm to assist in determining the fair values of assets acquired, liabilities assumed and contingent consideration 
granted. Such estimates and valuations require us to make significant assumptions, including projections of future events and operating 
performance. The purchase price allocation is subject to change during the measurement period, which is limited to one year subsequent to the 
acquisition date. For acquisitions after January 1, 2009, the date on which we adopted Accounting Standards Codification 805, “Business 
Combinations” (“ASC 805”), adjustments to the purchase price allocation are recorded retrospectively, while for acquisitions prior to our 
adoption of ASC 805, adjustments to purchase price allocation are recorded prospectively.  

Goodwill Impairment  

We are required to test our goodwill for impairment at least annually. The determination of the value of goodwill requires us to make 
estimates and assumptions that affect our consolidated financial statements. In assessing the recoverability of our goodwill, we must make 
assumptions regarding estimated future cash flows and other factors to determine the fair value of the respective assets. If these estimates or their 
related assumptions change in the future, we may be required to record impairment charges for these assets. In response to changes in industry 
and market conditions, we may be required to strategically realign our resources and consider restructuring, disposing of, or otherwise exiting 
businesses, which could result in an impairment of  
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goodwill. We perform goodwill impairment tests annually in the fourth quarter and between annual tests whenever events indicate that an 
impairment may exist. During 2010, we did not identify any events or changes in circumstances that would more likely than not reduce the fair 
value of our reporting units below their carrying amounts. Therefore, we did not perform any impairment tests other than our annual test in the 
fourth quarter of 2010.  

We are organized into three operating segments, composed of our wholesale aftermarket and recycled products, self service retail products, 
and recycled heavy-duty truck products. We have also concluded that these three operating segments are reporting units for purposes of goodwill 
impairment testing in 2010.  

Our goodwill would be considered impaired if the net book value of a reporting unit exceeded its estimated fair value. The fair value 
estimates are established using weightings of the results of a discounted cash flow methodology and a comparative market multiples approach. 
We believe that using two methods to determine fair value limits the chances of an unrepresentative valuation. As of December 31, 2010, we had 
$1.0 billion in goodwill subject to future impairment tests. If we were required to recognize goodwill impairments, we would report those 
impairment losses as part of our operating results. We determined that no adjustments were necessary when we performed our annual 
impairment testing in the fourth quarter of 2010. A 10% decrease in the fair value estimates of the reporting units in the annual impairment test 
would not have changed this determination.  

While the fair value of our heavy-duty truck products reporting unit exceeded its book value by more than 10%, this reporting unit has a 
higher degree of uncertainty in the projections than our other units because we entered the heavy-duty truck products business relatively recently 
(in 2008). We typically generate lower profit margins in the early years after we enter a new line of business as we build our network and 
integrate the administrative functions of the acquired businesses. Our projections included in the valuation reflect our expectations of growth in 
revenue and profitability as a result of our continued development of our heavy-duty truck network, the implementation of internal growth 
strategies, and the anticipated recovery from the economic downturn, which impacted truck sales through 2010. If our expectations are not 
realized, we could be subject to an impairment of some portion of the reporting unit’s goodwill. As of December 31, 2010, the reporting unit had 
a total of $55.6 million in goodwill.  

Self-Insurance Programs  

We self-insure a portion of employee medical benefits under the terms of our employee health insurance program. We purchase certain 
stop-loss insurance to limit our liability exposure. We also self-insure a portion of our property and casualty risk, which includes automobile 
liability, general liability, workers’ compensation and property coverage under deductible insurance programs. The insurance premium costs are 
expensed over the contract periods.  

We record an accrual for the claims expense related to our employee medical benefits, automobile liability, general liability, and workers’ 
compensation claims based upon the expected amount of all such claims. If actual claims are higher than what we anticipated, our accrual might 
be insufficient to cover our claims costs, and we would increase our claims expense in that period to cover the shortfall.  

Contingencies  

We are subject to the possibility of various loss contingencies arising in the ordinary course of business resulting from litigation, claims 
and other commitments, and from a variety of environmental and pollution control laws and regulations. We consider the likelihood of loss or 
the incurrence of a liability, as well as our ability to reasonably estimate the amount of loss, in determining loss contingencies. We accrue an 
estimated loss contingency when it is probable that a liability has been incurred and the amount of loss can be reasonably estimated. We 
determine the amount of reserves, if any, with the assistance of outside legal counsel. We  
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regularly evaluate current information available to us to determine whether the accruals should be adjusted. If the amount of an actual loss were 
greater than the amount we have accrued, the excess loss would have an adverse impact on our operating results in the period that the loss 
occurred. If the loss contingency is subsequently determined to no longer be probable, the amount of loss contingency previously accrued would 
be included in our operating results in the period such determination was made. We do not expect the resolution of loss contingencies to have a 
material effect on our financial statements.  

Accounting for Income Taxes  

All income tax amounts reflect the use of the liability method. Under this method, deferred tax assets and liabilities are determined based 
upon the expected future tax consequences of temporary differences between the carrying amounts of assets and liabilities for financial and 
income tax reporting purposes. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the 
years in which those temporary differences are expected to be recovered or settled. We operate in multiple tax jurisdictions with different tax 
rates, and we determine the allocation of income to each of these jurisdictions based upon various estimates and assumptions.  

We record a provision for taxes based upon our effective income tax rate. We record a valuation allowance to reduce our deferred tax 
assets to the amount that we expect is more likely than not to be realized. We consider historical taxable income, expectations and risks 
associated with our estimates of future taxable income and ongoing tax planning strategies in assessing the need for a valuation allowance. We 
had a valuation allowance of $2.6 million and $1.5 million at December 31, 2010 and 2009, respectively, against our deferred tax assets. Should 
we determine that it is more likely than not that we would be able to realize all of our deferred tax assets in the future, an adjustment of $2.6 
million to the net deferred tax asset would increase income in the period such determination was made. Conversely, should we determine that it 
is more likely than not that we would not be able to realize all of our deferred tax assets in the future, an adjustment to the net deferred tax assets 
would decrease income in the period such determination was made.  

We recognize the benefits of uncertain tax positions taken or expected to be taken in tax returns in the provision for income taxes only for 
those positions that are more likely than not to be realized. We recognize interest and penalties accrued relating to unrecognized tax benefits in 
our income tax expense. In the normal course of business we will undergo tax audits by various tax jurisdictions. Such audits often require an 
extended period of time to complete and may result in income tax adjustments if changes to the allocation are required between jurisdictions 
with different tax rates. Our operations involve dealing with uncertainties and judgments in the application of complex tax regulations in 
multiple jurisdictions. The final taxes paid are dependent upon many factors, including negotiations with taxing authorities in various 
jurisdictions and resolution of disputes arising from federal, state, and international tax audits. Changes in accruals for uncertainties arising from 
the resolution of pre-acquisition contingencies and deferred income tax asset valuation allowances of acquired businesses after the measurement 
period will be recorded in earnings in the period the changes are determined. Adjustments to other tax accruals we make are generally 
recognized in the period they are determined.  

Stock-Based Compensation  

We measure compensation cost for all stock-based payments (including employee stock options) at fair value and recognize compensation 
expense for all awards on a straight-line basis over the requisite service period of the award.  

Several key factors and assumptions affect the valuation models currently utilized for valuing our stock option awards. We have been in 
existence since February 1998 and have been a public company since October 2003. We have elected to use the Black-Scholes valuation model. 
We use the simplified method in developing an estimate of expected life of stock options because we lack sufficient data to calculate an expected 
life based on historical experience. Our first annual option grant with a full five year vesting period since we became a public  
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company was on January 13, 2006, and these awards became fully vested in January 2011. Additionally, our options have a ten year life while 
our existence as a public company has been only seven years. Therefore, we will continue to use the simplified method until we have the 
historical data necessary to provide a reasonable estimate of expected life. We estimate volatility, which is a measure of the amount by which our 
stock price is expected to fluctuate during the expected term of the option, based on the historical volatility of our stock. Our forfeiture 
assumption is based on voluntary and involuntary termination behavior as well as historical forfeiture rates. We estimate forfeitures at the time 
of grant and revise our estimates, if necessary, in subsequent periods if actual forfeitures differ from those estimates. The dividend yield 
represents the dividend rate expected to be paid over the option’s expected term, and we currently have no plans to pay dividends. The risk-free 
interest rate is based on U.S. Treasury zero-coupon issues available at the time each option is granted that have a remaining life approximately 
equal to the option’s expected life. Key assumptions used in determining the fair value of stock options granted in 2010 were: expected term of 
6.4 years; risk-free interest rate of 3.17%; dividend yield of 0%; forfeiture rate of 7.8%; and volatility of 43.9%.  

Recently Issued Accounting Pronouncements  

See “Recent Accounting Pronouncements” in Note 2 to the Consolidated Financial Statements in Part II, Item 8 of this Annual Report on 
Form 10-K for information related to new accounting standards.  

Segment Reporting  

Approximately 95% of our operations are conducted in the U.S. We have aftermarket and recycled product operations in Canada, which 
were expanded in 2010 through the acquisition of Cross Canada, an aftermarket product supplier. We also have operations in Guatemala and 
Costa Rica. Our Mexican locations include a bumper refurbishing operation and a heavy-duty truck location.  

We are organized into three operating segments, composed of wholesale aftermarket and recycled products, self service retail products and 
recycled heavy-duty truck products. These segments are aggregated into one reportable segment because they possess similar economic 
characteristics and have common products and services, customers and methods of distribution.  

Results of Operations  

The following table sets forth statements of income data as a percentage of total revenue for the periods indicated:  
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     Year Ended December 31,   
     2010     2009     2008   

Statements of Income Data:         

Revenue       100.0 %      100.0 %      100.0 %  
Cost of goods sold       55.7 %      54.7 %      55.8 %  
Gross margin       44.3 %      45.3 %      44.2 %  
Facility and warehouse expenses       9.5 %      9.8 %      9.5 %  
Distribution expenses       8.6 %      8.9 %      9.4 %  
Selling, general and administrative expenses       12.6 %      13.5 %      13.1 %  
Restructuring expenses       0.0 %      0.1 %      0.5 %  
Depreciation and amortization       1.5 %      1.7 %      1.6 %  
Operating income       12.1 %      11.3 %      10.1 %  
Other expense, net       1.1 %      1.3 %      1.8 %  
Income from continuing operations before provision for income taxes       10.9 %      10.0 %      8.3 %  
Income from continuing operations       6.8 %      6.2 %      5.1 %  
Income from discontinued operations       0.1 %      0.0 %      0.1 %  
Net income       6.8 %      6.2 %      5.2 %  
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Year Ended December 31, 2010 Compared to Year Ended December 31, 2009  

Revenue. Our revenue increased 20.6% to $2.5 billion for the year ended December 31, 2010, from $2.0 billion for the year ended 
December 31, 2009. The increase in revenue was primarily due to business acquisitions, higher volume of products we sold and higher revenue 
from scrap metal and other metals sales. Our parts and services organic revenue growth rate was 6.6%, which was comprised of 4.2% organic 
growth in our recycled products revenue and 8.2% organic growth in our aftermarket products revenue. The higher growth in our aftermarket 
products organic revenue was driven by greater visibility to aftermarket products by our salvage sales force along with higher inventory levels 
and improved positioning within our distribution network, which created a greater volume of parts available for sale and higher fulfillment rates. 
Other revenue had an organic growth rate of 52.2%, primarily attributable to the effects of scrap metal and other metals prices that have 
increased over the prior year, combined with higher sales volume. We also had a 0.4% favorable impact on revenue derived from foreign 
exchange on our Canadian operations.  

Cost of Goods Sold. Our cost of goods sold increased 22.9%, from $1.1 billion in 2009 to $1.4 billion in 2010. As a percentage of revenue, 
cost of goods sold increased from 54.7% to 55.7%. The increase in our cost of goods sold as a percentage of revenue was due primarily to higher 
salvage acquisition prices in 2010, combined with an increase in revenue from scrap aluminum, which generated lower margins. Salvage 
acquisition prices in 2010 increased due to the expiration of the cash for clunkers program and higher overall demand for salvage vehicles at 
auction. The increase in salvage costs and impact of higher relative revenue from scrap aluminum were partially offset by improved aftermarket 
margins due to price increases and lower costs on aftermarket products due to vendor competition. Additionally, market conditions in our heavy-
duty truck operations began to improve which resulted in lower heavy-duty truck inventory acquisition costs.  

Gross Margin. Our gross margin increased 17.9%, from $927.8 million in 2009 to $1,093.5 million in 2010. Our gross margin increased 
primarily due to increased volume. As a percentage of revenue, gross margin decreased from 45.3% to 44.3%. The decrease in our gross margin 
as a percentage of revenue was due primarily to the factors noted above in Cost of Goods Sold.  

Facility and Warehouse Expenses. Facility and warehouse expenses increased 16.4%, from $201.1 million in 2009 to $234.0 million in 
2010. Our facility and warehouse expenses increased $32.9 million primarily due to incremental expenses of $17.7 million from business 
acquisitions (principally the acquisition of Greenleaf in October 2009) and the organic growth of our operations. As a percentage of revenue, 
facility and warehouse expenses decreased from 9.8% to 9.5%, primarily due to higher revenue spread over fixed facility costs.  

Distribution Expenses. Distribution expenses increased 16.9%, from $181.9 million in 2009 to $212.7 million in 2010. Our distribution 
expenses increased $30.8 million primarily due to incremental expenses of $10.5 million from business acquisitions, $6.8 million of higher fuel 
costs, $5.3 million of higher labor and labor-related expenses, and $9.7 million for increased variable expenses such as freight costs and truck 
rentals resulting from higher parts volume in 2010, partially offset by $1.7 million lower vehicle insurance and claims cost. As a percentage of 
revenue, our distribution expenses decreased from 8.9% to 8.6%, primarily due to improved leverage of our distribution network, including 
increased revenue from scrap metal and other metals that did not require additional distribution expense.  

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses increased 12.1%, from $276.7 million in 
2009 to $310.2 million in 2010. Our business acquisitions accounted for $11.6 million of the increase, primarily in labor and labor related costs. 
The remaining increase in our selling, general and administrative expenses was due primarily to higher labor and labor related expenses of $19.7 
million, higher credit card and bank fees of $1.5 million and higher advertising and promotion expenses of $1.2 million, offset by lower legal 
and claims costs of $3.2 million. As a percentage of revenue, selling, general and administrative expenses decreased from 13.5% to 12.6% 
primarily due to improved leverage of selling and administrative employees in a period of growing revenue, including revenue from scrap metal 
and other metals, that did not require additional selling, general and administrative expenditures.  
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Restructuring Expenses. Restructuring expenses decreased 73.8% to $0.7 million in 2010, from $2.6 million in 2009. The restructuring 
expenses in 2010 were the result of the Greenleaf acquisition, while 2009 restructuring expense was related to the integration of Keystone 
Automotive Industries, Inc. (“Keystone”) into existing LKQ operations. We do not expect further restructuring expenses related to the Greenleaf 
and Keystone acquisitions. See Note 10, “Restructuring and Integration Costs,” to the Audited Consolidated Financial Statements in Part II, 
Item 8 of this Annual Report on Form 10-K for a further discussion of restructuring and integration activities related to our acquisitions.  

Depreciation and Amortization . Depreciation and amortization (including that reported in cost of goods sold above) increased 10.7%, 
from $37.4 million in 2009 to $41.4 million in 2010. Business acquisitions accounted for $2.2 million of the increase in depreciation and 
amortization expense, while increased levels of property and equipment accounted for the remaining increase. As a percentage of revenue, 
depreciation and amortization decreased from 1.7% in 2009 to 1.5% in 2010.  

Operating Income . Operating income increased 28.7%, from $231.4 million in 2009 to $297.9 million in 2010. As a percentage of 
revenue, operating income increased from 11.3% to 12.1%. The increase in operating income as a percentage of revenue was primarily due to 
improved leveraging of operating expenses over a larger revenue base, partially offset by lower gross margins in 2010 due to higher salvage 
acquisitions costs and higher relative revenue from scrap aluminum as noted in Cost of Goods Sold above.  

Other (Income) Expense. Total other expense, net increased 6.2%, from $26.1 million in 2009 to $27.8 million in 2010. The increase in 
other expense, net is primarily due to the absence of a $4.3 million gain on bargain purchase that was recorded in the fourth quarter of 2009 
related to the Greenleaf acquisition, partially offset by lower net interest expense. Our average bank borrowings were approximately $43.3 
million lower in 2010 compared to 2009 due primarily to voluntary prepayments of our scheduled 2010 repayments combined with our 
scheduled repayments. In addition, our average effective interest rate on our bank borrowings was 4.86% in 2010 compared to 4.95% in 2009. 
See Note 9, “Business Combinations,” to the consolidated financial statements in Part II, Item 8 of this Annual Report on Form 10-K for a 
further discussion of the acquisition of Greenleaf and the related gain on bargain purchase.  

Provision for Income Taxes . The provision for income taxes increased 31.8%, from $78.2 million in 2009 to $103.0 million in 2010. Our 
effective income tax rate was 38.1% in both 2010 and 2009. Our effective state tax rate decreased by 0.7% in 2010 as a result of a shift in 
income to lower rate jurisdictions. The effective rate remained flat compared to the prior year because of the absence of the rate benefit 
generated from the non-taxable gain on bargain purchase in 2009. The provision for income taxes in both periods was affected by discrete items. 
In 2009, we recognized a $4.3 million non-taxable gain on bargain purchase related to the Greenleaf acquisition, which lowered the 2009 
effective income tax rate by 0.8%. The 2010 effective tax rate included adjustments related to the revaluation of deferred taxes in connection 
with a legal entity reorganization in the first quarter (0.5% decrease to rate), the reversal of reserves upon the closing of statutes of limitations 
(0.5% decrease to rate) and the establishment of valuation allowances on state tax credit carryforwards (0.2% increase to rate). In 2009, we also 
benefitted from reserve reversals upon the closing of statutes of limitations, which lowered the effective income tax rate by 0.5%.  

Income from Discontinued Operations, Net of Taxes. Our discontinued operations, net of taxes, generated $2.0 million of income in 2010, 
compared to $0.4 million in 2009. Income from discontinued operations increased primarily due to the gain of $2.7 million ($1.7 million net of 
tax) from the sale of two self service retail facilities to SSI on January 15, 2010.  

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008  

Revenue. Our revenue increased 7.3% to $2.0 billion for the year ended December 31, 2009, from $1.9 billion for the comparable period of 
2008. The increase in revenue was primarily due to the higher volume  
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of products we sold and business acquisitions, partially offset by lower service revenue due to lower volumes of crush only vehicles. While our 
total organic revenue increased 1.9% in 2009, our organic revenue growth rate for parts and services was 7.0% during the year.  

Cost of Goods Sold. Our cost of goods sold increased 5.2%, from $1,064.7 million in 2008 to $1,120.1 million in 2009. The increase in 
cost of goods sold was primarily due to increased volume of products sold. As a percentage of revenue, cost of goods sold decreased from 55.8% 
to 54.7%. Reductions in the cost of vehicles for our self service operations contributed to the decline in the cost of goods sold percentage 
compared to the prior year. The ferrous and nonferrous metals markets for scrap declined significantly in the latter part of 2008 and our margins 
at the self service facilities suffered as we were forced to sell at lower prices than anticipated when we had acquired the product. We adjusted our 
purchasing to take into account the lower sales pricing for vehicles in our self service retail operations, and our margins improved over the 
course of 2009. Our cost of goods sold percentage also decreased due to favorable acquisition prices for our wholesale aftermarket operations in 
2009 compared to 2008 as a result of lower steel prices.  

Gross Margin. Our gross margin increased 10.0%, from $843.8 million in 2008 to $927.8 million in 2009. Our gross margin increased 
primarily due to increased volume. As a percentage of revenue, gross margin increased from 44.2% to 45.3%. Our gross margin as a percentage 
of revenue increased due primarily to the factors noted above in Cost of Goods Sold.  

Facility and Warehouse Expenses. Facility and warehouse expenses increased 10.4%, from $182.1 million in 2008 to $201.1 million in 
2009. Our facility and warehouse expenses increased primarily due to $16.8 million from business acquisitions and $4.7 million in higher wages 
and fringe benefits resulting from increased headcount for field personnel along with higher incentive compensation, partially offset by $1.2 
million of lower insurance expense and claims costs and $0.6 million of lower fuel costs. As a percentage of revenue, facility and warehouse 
expenses increased from 9.5% to 9.8%, due primarily to our acquisition of PYP in the third quarter of 2008. Facility and warehouse expenses are 
typically higher as a percentage of revenue in our self service operations.  

Distribution Expenses. Distribution expenses increased 1.3%, from $179.6 million in 2008 to $181.9 million in 2009. Our distribution 
expenses increased primarily due to $6.6 million from business acquisitions, $2.5 million of higher wages and benefits from an increase in the 
number of employees and higher incentive compensation, higher third party freight of $1.5 million, and higher truck rentals and repairs of $0.8 
million, partially offset by lower fuel costs of $10.6 million. As a percentage of revenue, our distribution expenses decreased from 9.4% to 8.9% 
primarily due to lower fuel costs on a higher revenue base and delivery route consolidations.  

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses increased 10.7%, from $250.0 million in 
2008 to $276.7 million in 2009. Our business acquisitions accounted for $13.1 million of the increase, primarily in labor and labor related costs. 
Our selling expenses tend to rise as revenue increases due to our commissioned sales forces. Our remaining selling, general and administrative 
expenses increased due primarily to higher labor and labor related expenses of $8.3 million, higher professional fees of $5.4 million, higher 
telephone and data line expenses of $1.3 million, higher credit card discount and bank fees of $1.0 million and higher repairs and maintenance 
expenses of $1.3 million, partially offset by lower bad debt expense of $1.9 million and lower advertising and promotion expenses of $2.3 
million. As a percentage of revenue, selling, general and administrative expenses increased from 13.1% to 13.5% primarily due to higher 
incentive compensation and professional fees.  

Restructuring Expenses. Restructuring expenses decreased 70.3% to $2.6 million in 2009, from $8.6 million in 2008. The restructuring 
expenses relate primarily to the integration of Keystone into pre-existing LKQ operations.  
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Depreciation and Amortization . Depreciation and amortization (including that reported in cost of goods sold above) increased 13.7%, 
from $32.9 million in 2008 to $37.4 million in 2009. Business acquisitions accounted for $1.7 million of the increase in depreciation and 
amortization expense. Increased levels of property and equipment accounted for the remaining increase in depreciation and amortization 
expense. As a percentage of revenue, depreciation and amortization increased from 1.6% in 2008 to 1.7% in 2009.  

Operating Income . Operating income increased 19.7%, from $193.3 million in 2008 to $231.4 million in 2009. As a percentage of 
revenue, operating income increased from 10.1% to 11.3%. The increase in operating income in dollars and as a percentage of revenue was 
primarily due to improved gross margins, lower fuel costs and lower restructuring expenses.  

Other (Income) Expense. Total other expense, net decreased 23.5%, from $34.1 million in 2008 to $26.1 million in 2009. The decrease in 
other expense, net is due primarily to lower net interest expense and a gain on the bargain purchase of Greenleaf. Net interest expense decreased 
13.0% to $30.9 million in 2009, from $35.5 million in 2008. Our average bank borrowings were approximately $11.3 million lower in 2009 
compared to 2008 due primarily to scheduled repayments and voluntary prepayments of a portion of 2010 scheduled repayments. In addition, 
our average effective interest rate on our bank borrowings was 4.95% in 2009 compared to 5.74% in 2008. We realized a gain of $4.3 million on 
the bargain purchase of Greenleaf in 2009. See Note 9, “Business Combinations,” to the Consolidated Financial Statements in Part II, Item 8 of 
this Annual Report on Form 10-K for a further discussion of the acquisition of Greenleaf.  

Provision for Income Taxes . The provision for income taxes increased 26.0%, from $62.0 million in 2008 to $78.2 million in 2009. Our 
effective income tax rate was 39.0% in 2008 and 38.1% in 2009. We recorded a $4.3 million non-taxable gain on bargain purchase related to the 
Greenleaf acquisition, which had the effect of lowering the 2009 effective income tax rate by 0.8%. Our effective state tax rate increased by 
0.5% in 2009 as a result of state tax law changes and a shift in income to higher rate jurisdictions. The effective tax rate for 2009 decreased by 
0.4% compared to 2008 related to unrecognized tax benefits as a result of higher reserve reversals upon the closing of statutes of limitations and 
a reduced provision for current year unrecognized tax benefits.  

Income from Discontinued Operations. Income from discontinued operations decreased 86.3%, from $2.8 million in 2008 to $0.4 million 
in 2009. The decrease was primarily due to $3.7 million ($2.3 million, net of tax) in restructuring expenses related to the closing of two self 
service facilities and an impairment charge of $3.5 million ($2.2 million, net of tax) related primarily to leasehold improvements at these closed 
facilities. Additionally, the discontinued operations reported lower earnings as revenue from scrap metal and other metal sales declined in 2009 
primarily as a result of lower commodity prices. The year over year decrease was partially offset by a $3.9 million gain ($2.5 million, net of tax) 
on the sale of certain self service facilities in the fourth quarter of 2009.  

2011 Outlook  

We estimate that full year 2011 income from continuing operations and diluted earnings per share from continuing operations, excluding 
the impact of any restructuring expenses, will be in the range of $194 million to $208 million and $1.31 to $1.39, respectively.  

Liquidity and Capital Resources  

Our primary sources of ongoing liquidity are cash flows from our operations and our credit facility, which expires on October 12, 2013. At 
December 31, 2010, we had $95.7 million in cash and cash equivalents and approximately $73.2 million available under our bank credit 
agreement ($100 million commitment less outstanding letters of credit of $26.8 million). See Note 5, “Long-Term Obligations,” to the 
Consolidated Financial Statements in Part II, Item 8 of this Annual Report on Form 10-K for information on our credit facilities.  
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Since we entered into the credit facility in October 2007, our average availability under the revolving facilities, excluding letters of credit, 
has been approximately $74.6 million. The highest amounts outstanding under our revolving facilities and in the form of letters of credit were 
$8.9 million and $26.8 million, respectively. We have not utilized the revolving facilities as a primary source of liquidity, but we do maintain 
sufficient availability if needs arise.  

Borrowings under the credit facility accrue interest at variable rates, which depend on the type (U.S. dollar or Canadian dollar) and 
duration of the borrowing, plus an applicable margin rate. The weighted-average interest rate on borrowings outstanding against our senior 
secured credit facility at December 31, 2010 (after giving effect to the interest rate swap contracts in force, described in Note 6, “Derivative 
Instruments and Hedging Activities,” in Part II, Item 8 of this Annual Report on Form 10-K) was 3.97%. Borrowings against the senior secured 
credit facility totaled $590.1 million and $595.7 million at December 31, 2010 and 2009, respectively, of which $50.0 million and $7.5 million 
were classified as current maturities, respectively.  

In 2010, we entered into two floating to fixed interest rate swaps for a total notional amount of $350 million. These swaps establish fixed 
interest rates of 1.56% (plus applicable margin, currently at 2.25%) for $250 million of our variable rate debt through October 2015 and 1.09% 
(plus applicable margin, currently at 2.25%) for $100 million of our variable rate debt between April 2011 and October 2013. We have elected to 
extend our $250 million notional swap beyond the maturity date of our current credit facility because of the ability to lock a low fixed rate over a 
five year period and our expectation that we will carry at least $250 million in variable rate debt from the maturity date of our current credit 
facility through the October 2015 swap expiration.  

On April 16, 2010, Moody’s Investors Service (“Moody’s”) raised its ratings on us and on borrowings under our outstanding credit facility 
to Ba2 from Ba3. On April 26, 2010, Standard & Poor’s Ratings Services (“S&P”) raised its corporate credit rating on us to BB from BB-, and 
raised its ratings on borrowings under our outstanding credit facility to BBB- from BB+. Both Moody’s and S&P issued their ratings upgrades 
with a stable outlook.  

Our liquidity needs are primarily to fund working capital requirements and expand our facilities and network. The procurement of 
inventory is the largest operating use of our funds. We normally pay for aftermarket parts purchases at the time of shipment or on standard 
payment terms, depending on the manufacturer and payment options offered. Our purchases of aftermarket parts and wheels totaled 
approximately $576.7 million, $536.6 million and $490.4 million in 2010, 2009 and 2008, respectively.  

We normally pay for salvage vehicles acquired at salvage auctions and under some direct procurement arrangements at the time that we 
take possession of the vehicles. Wheel cores acquired from third parties are normally paid for on standard payment terms. We acquired 
approximately 198,000, 166,500 and 144,500 wholesale salvage vehicles in 2010, 2009 and 2008, respectively. Our 2009 purchases included 
approximately 20,500 vehicles purchased under the cash for clunkers program. In addition, we acquired approximately 297,000, 287,000 and 
253,000 lower cost self service and crush only vehicles in 2010, 2009 and 2008, respectively. We also purchased 38,800, and 44,000 lower cost 
self service and crush only vehicles for our discontinued operations in 2009 and 2008, respectively.  

Net cash provided by operating activities totaled $159.2 million in 2010, compared to $164.0 million in 2009. In 2010, our operating 
income, excluding depreciation and amortization, increased by $69.8 million relative to the same period in 2009, which was offset by a higher 
investment in our primary working capital accounts (receivables, inventory and accounts payable) and higher tax payments of $39.0 million in 
2010 compared to 2009. The net cash outflow for our primary working capital accounts increased from $38.9 million in 2009 to $69.9 million in 
2010, primarily due to higher inventory purchases. Our 2010 aftermarket purchases increased due to our expansion of certain product lines and 
an increase of on-hand inventory to meet demand for certain products. In 2010, we also purchased a greater volume of wholesale salvage 
vehicles at higher average prices than 2009. Increased sales volume in our recycled and related products and services product category drove 
increased volume of wholesale salvage vehicle purchases in 2010, as inventory levels were built up to meet  
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demand. Our 2009 salvage purchase costs also included 20,500 lower-priced cash for clunkers vehicles. We expect average car costs to remain at 
current levels as demand for salvage vehicles at auction remains high.  

Net cash used in investing activities totaled $191.6 million for the year ended December 31, 2010, compared to $102.5 million for 2009. In 
2010, we invested $143.6 million of cash in acquisitions. In 2009, we invested $68.3 million, including $38.8 million for the Greenleaf 
acquisition in October, and received net proceeds of $3.1 million on settlements of purchase price receivables and payables related to earlier 
acquisitions. In 2010 and 2009, we completed the sale of certain of our self service yards, resulting in cash inflow, net of cash sold, of $12.0 
million and $17.5 million, respectively. Property and equipment purchases were $61.4 million in 2010, which is $5.6 million higher than the 
capital expenditures in 2009.  

Net cash provided by financing activities totaled $19.0 million for the year ended December 31, 2010, compared to $33.2 million net cash 
used by financing activities for the year ended December 31, 2009. The variance is primarily attributable to debt repayments. In 2009, we made 
our regularly scheduled term loan payments of $14.9 million and also elected to prepay the first three quarters’ term loan payments for 2010, 
totaling $22.4 million. As a result of the prepayment in 2009, we had only one quarterly payment required in 2010 for $7.5 million. In 2010, we 
had no activity on our line of credit borrowings, whereas in 2009, we repaid 2009 and earlier line of credit borrowings resulting in a net cash 
outflow of $6.7 million. Repayments of other debt, which primarily consists of notes issued for business acquisitions, were $2.1 million for 
2010, compared to $1.7 million in the prior year. Cash generated from exercises of stock options provided $14.0 million and $8.2 million in 
2010 and 2009, respectively. The excess tax benefit from stock-based payment arrangements reduced income taxes payable by $15.0 million and 
$9.6 million in 2010 and 2009, respectively.  

Net cash provided by operating activities totaled $164.0 million in 2009, compared to $133.0 million for the same period of 2008. Net 
income adjusted for non-cash gains and losses, depreciation, amortization and stock-based compensation generated $174.5 million of cash in 
2009, a $33.3 million increase over the same period of 2008. Inventory, net of effects of purchase acquisitions, represented a cash outflow of 
$20.4 million in 2009. We increased our purchases of aftermarket inventory during the first half of 2009 to increase our safety stock for new 
customer programs and to expand certain product categories to additional locations. While we previously expected aftermarket inventory levels 
to decrease in the second half of 2009, we altered our buying to increase our depth of inventory in response to rising customer demand, which 
caused inventory balances to continue to grow. We believe that our purchasing strategy contributed to the increase in aftermarket sales compared 
to the fourth quarter of 2008. Cash receipts from customers increased as a result of improved collections as our receivables, net of effects of 
purchase acquisitions, were flat while sales increased by 7% over the prior year. Our cash outflows related to restructuring activities have 
declined in 2009 relative to 2008. In 2009, we made payments of $4.1 million for restructuring costs, compared to $16.6 million in 2008, as the 
bulk of our Keystone integration costs were incurred in 2008. Cash paid for income taxes, net of refunds, was $49.3 million in 2009 compared to 
$39.2 million in 2008. The increase is primarily attributable to higher pretax income in 2009.  

Net cash used in investing activities totaled $102.5 million for the year ended December 31, 2009, compared to $138.9 million for 2008. 
We invested $68.3 million of cash in acquisitions in 2009, including $38.8 million for the Greenleaf acquisition in October, and received a net 
$3.1 million on settlements of purchase price receivables and payables related to 2008 acquisitions. In 2008, we spent $74.2 million for eight 
acquisitions. In October 2009, we completed the sale of certain of our self service yards for $17.5 million, net of cash sold. Property and 
equipment purchases were $55.9 million in 2009, which is $11.0 million below the capital expenditures for the comparable period in the prior 
year. The reduction in capital expenditures is attributable to fewer facility expansion projects in 2009, lower capital spending related to the 
Keystone integration effort in 2009 and lower capitalizable costs for internal use software development projects.  

Net cash used in financing activities totaled $33.2 million for the year ended December 31, 2009, compared to cash provided by financing 
activities of $11.8 million for 2008. The variance is primarily attributable to debt repayments. Beginning in the first quarter of 2009, our 
scheduled term loan payments increased to approximately  
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$4.9 million per quarter in 2009 compared to $2.5 million per quarter in the prior year. In addition, during the fourth quarter of 2009, we elected 
to prepay $22.4 million of our term loan payments scheduled for 2010. We repaid our line of credit borrowings in the fourth quarter of 2009 
resulting in a net cash outflow for 2009 of $6.7 million, compared to a cash inflow of $5.3 million in 2008, which inflow resulted from 
borrowings to fund a Canadian business acquisition. Repayments of other debt, which primarily consists of notes issued for business 
acquisitions, were $1.7 million for 2009, compared to $6.3 million in the prior year. Cash generated from exercises of stock options provided 
$8.2 million and $10.4 million in 2009 and 2008, respectively. The excess tax benefit from share-based payment arrangements reduced income 
taxes payable by $9.6 million and $12.5 million in 2009 and 2008, respectively.  

As part of the consideration for business acquisitions completed during 2010, 2009 and 2008, we issued promissory notes totaling 
approximately $5.5 million, $1.2 million and $1.6 million, respectively. The notes bear interest at annual rates of 2.0% to 4.0%, and interest is 
payable at maturity or in monthly installments.  

We intend to continue to evaluate markets for potential growth through the internal development of redistribution centers, processing 
facilities, and warehouses, through further integration of aftermarket, refurbished and recycled product facilities, and through selected business 
acquisitions. Our future liquidity and capital requirements will depend upon numerous factors, including the costs and timing of our internal 
development efforts and the success of those efforts, the costs and timing of expansion of our sales and marketing activities, and the costs and 
timing of future business acquisitions. Our amendment to our credit agreement effective November 19, 2010 increases our flexibility to use cash 
for acquisitions and to deploy debt proceeds, among other things, which we expect will support our strategy to supplement our organic growth 
with acquisitions.  

We believe that our current cash and equivalents, cash provided by operating activities and funds available under our credit facility will be 
sufficient to meet our current operating and capital requirements. However, we may, from time to time, raise additional funds through public or 
private financing, strategic relationships, or other arrangements. There can be no assurance that additional funding, or refinancing of our credit 
facility, if needed, will be available on terms attractive to us, or at all. Furthermore, any additional equity financing may be dilutive to 
stockholders, and debt financing, if available, may involve restrictive covenants. Our failure to raise capital if and when needed could have a 
material adverse impact on our business, operating results, and financial condition.  

2011 Outlook  

We estimate that our capital expenditures for 2011, excluding business acquisitions, will be between $85 million and $95 million. We 
expect to use these funds for several major facility expansions, improvement of current facilities, real estate acquisitions and systems 
development projects. Maintenance or replacement capital expenditures are expected to be slightly less than 25% of the total for 2011. We 
anticipate that net cash provided by operating activities for 2011 will be approximately $195 million.  
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Off-Balance Sheet Arrangements and Future Commitments  

We do not have any off-balance sheet arrangements, investments in special purpose entities or undisclosed borrowings or debt that would 
be required to be disclosed pursuant to Item 303 of Regulation S-K under the Securities Exchange Act of 1934. Additionally, we do not have any 
synthetic leases.  

The following table represents our future commitments under contractual obligations as of December 31, 2010:  
   

Our long-term debt under contractual obligations above includes interest on the balance outstanding under our variable rate credit facility 
as of December 31, 2010. The long term debt obligations in the above table include interest computed at the average effective rate of 3.97% as of 
December 31, 2010.  

Deferred compensation payments are dependent on elected payment dates. While we expect that these payments will be made more than 
five years from the latest balance sheet date, payments may be made earlier depending on such elections. Our deferred compensation plans are 
funded through investments in life insurance policies. Refer to Note 11, “Retirement Plans,” to the Consolidated Financial Statements in Part II, 
Item 8 of this Annual Report on Form 10-K for further information related to the deferred compensation plans and related investments.  

Self-insurance reserves include undiscounted estimated payments for our employee medical benefits, automobile liability, general liability, 
workers’ compensation and property insurance.  

   

Our results of operations are exposed to changes in interest rates primarily with respect to borrowings under our credit facility, where 
interest rates are tied to either the prime rate or LIBOR. In March 2008, we implemented a policy to manage our exposure to variable interest 
rates on a portion of our outstanding variable rate debt instruments through the use of interest rate swap contracts. These contracts convert a 
portion of our variable rate debt to fixed rate debt, matching effective and maturity dates to specific debt instruments. All of our interest rate 
swap contracts have been executed with banks that we believe are creditworthy (JP Morgan ChaseBank, N.A. and Deutsche Bank AG) and are 
denominated in currency that matches the underlying debt instrument. Net interest payments or receipts from interest rate swap contracts will be 
included as adjustments to interest expense in our consolidated income statement. As of December 31, 2010, we held two interest rate swap 
contracts representing a total of $450 million of notional amount with maturity dates in October 2015 ($250 million) and April 2011 ($200 
million). Additionally, as of December 31, 2010, we held an interest rate swap  
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     Total      
Less than 
1  Year      1-3 Years      3-5 Years      

More than 
5 Years   

     (in millions)   

Contractual obligations                 

Long-term debt     $ 657.4       $ 75.7       $ 578.0       $ 0.2       $ 3.5    
Operating leases       310.7         62.5         102.1         66.3         79.8    
Outstanding letters of credit       26.8         26.2         0.6         0.0         0.0    
Purchase obligations       28.2         28.2         0.0         0.0         0.0    
Other asset purchase commitments       3.5         3.5         0.0         0.0         0.0    
Purchase price payable       3.0         1.3         1.5         0.2         0.0    
Other long-term obligations                 

Self-insurance reserves       35.6         17.1         11.6         4.3         2.6    
Deferred compensation plans       11.2         0.0         0.0         0.0         11.2    
Long term incentive plan       6.3         1.2         5.1         0.0         0.0    

Liabilities for unrecognized tax benefits       5.4         1.3         2.7         0.5         0.9    
       

  
       

  
       

  
       

  
       

  

Total     $ 1,088.1       $ 217.0       $ 701.6       $ 71.5       $ 98.0    
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contract on a notional amount of $100 million, effective in April 2011. This contract will replace a portion of the $200 million contract upon 
expiration in April 2011, and expires in October 2013. All of these contracts are designated as cash flow hedges and modify the variable rate 
nature of that portion of our variable rate debt. As of December 31, 2010, the fair market value of the $200 million notional amount swap was a 
liability of $1.4 million, while the fair market value of the other swap contracts was an asset of $4.8 million. The value of such contracts is 
subject to changes in interest rates.  

At December 31, 2010, we had unhedged variable rate debt of $140.1 million, which will increase by $100 million in April 2011 when the 
$100 million notional amount swap replaces the $200 million notional amount swap currently in effect. Using sensitivity analysis to measure the 
impact of a 100 basis point movement in the interest rate, interest expense would change by $2.1 million (after giving effect to the hedge 
expiration) over the next twelve months. To the extent that we have cash investments earning interest, a portion of interest expense increase 
resulting from the variable rate change would be mitigated by higher interest income.  

We are also exposed to market risk related to price fluctuations in scrap metal and other metals. Market prices of these metals affect the 
amount that we pay for our inventory as well as the revenue that we generate from sales of these metals. As both our revenue and costs are 
affected by the price fluctuations, we have a natural hedge against the changes. However, there is typically a lag between the metal price 
fluctuations, which influences our revenue and any inventory cost changes. Therefore, we can experience positive or negative margin effects in 
periods of rising or falling metal prices, particularly when such prices move rapidly. In 2010, scrap metal and other metals prices increased to 
near all-time highs, contributing to our increased revenue. If market prices were to fall at a greater rate than our salvage acquisition costs, similar 
to our experience in the fourth quarter of 2008, we could experience a decline in gross margin rate.  

Additionally, we are exposed to currency fluctuations with respect to the purchase of aftermarket products in Taiwan. While all 
transactions with manufacturers based in Taiwan are conducted in U.S. dollars, changes in the relationship between the U.S. dollar and the 
Taiwan dollar might impact the purchase price of aftermarket products. We might not be able to pass on any price increases to customers. Under 
our present policies, we do not attempt to hedge this currency exchange rate exposure.  

We do not attempt to hedge our foreign currency risk related to our operations in Central America and Canada under our present policies. 
We maintain a Canadian dollar term loan that had a balance of CDN $36.3 million as of December 31, 2010. We have not elected to hedge the 
foreign currency risk related to this term loan as we generate Canadian dollar cash flows that can be used to fund debt payments.  
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

To the Board of Directors and Stockholders of LKQ Corporation:  

We have audited the accompanying consolidated balance sheets of LKQ Corporation and subsidiaries (the “Company”) as of 
December 31, 2010 and 2009, and the related consolidated statements of income, stockholders’ equity and other comprehensive income, and 
cash flows for each of the three years in the period ended December 31, 2010. Our audits also included the financial statement schedule listed in 
the Index at Item 15. These consolidated financial statements and financial statement schedule are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits.  

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion.  

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of LKQ Corporation and 
subsidiaries as of December 31, 2010 and 2009, and the results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2010, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, 
such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in 
all material respects, the information set forth therein.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company’s internal control over financial reporting as of December 31, 2010, based on the criteria established in Internal Control—Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 25, 2011 
expressed an unqualified opinion on the Company’s internal control over financial reporting.  
   

Chicago, Illinois  
February 25, 2011  
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/s/    DELOITTE & TOUCHE LLP  
Deloitte & Touche LLP  
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Consolidated Balance Sheets  
(In thousands, except share and per share data)  

   

The accompanying notes are an integral part of the consolidated financial statements.  
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     December 31,   
     2010      2009   

Assets       

Current Assets:        

Cash and equivalents     $ 95,689       $ 108,906    
Receivables, net       191,085         152,443    
Inventory       492,688         385,686    
Deferred income taxes       32,506         31,847    
Prepaid income taxes       10,923         4,663    
Prepaid expenses       13,985         9,603    
Assets of discontinued operations       —           9,720    

       
  

       
  

Total Current Assets       836,876         702,868    
Property and Equipment, net       331,312         289,902    
Intangible Assets        

Goodwill       1,032,973         938,783    
Other intangible assets, net       69,302         67,239    

Other Assets       29,046         21,329    
       

  
       

  

Total Assets     $ 2,299,509       $ 2,020,121    
       

  

       

  

Liabilities and Stockholders’  Equity        

Current Liabilities:        

Accounts payable     $ 76,437       $ 51,300    
Accrued expenses        

Accrued payroll-related liabilities       41,376         37,314    
Self-insurance reserves       16,820         30,368    
Other accrued expenses       25,832         26,345    

Deferred revenue       9,224         9,259    
Current portion of long-term obligations       52,888         10,063    
Liabilities of discontinued operations       2,744         3,832    

       
  

       
  

Total Current Liabilities       225,321         168,481    
Long-Term Obligations, Excluding Current Portion       548,066         592,982    
Deferred Income Tax Liabilities       66,059         52,209    
Other Noncurrent Liabilities       45,902         27,015    
Commitments and Contingencies        

Stockholders’  Equity:        

Common stock, $0.01 par value, 500,000,000 shares authorized, 145,466,575 and 142,004,797 shares 
issued and outstanding at December 31, 2010 and 2009, respectively.       1,455         1,420    

Additional paid-in capital       869,798         815,952    
Retained earnings       538,530         369,459    
Accumulated other comprehensive income (loss)       4,378         (7,397 )  

       
  

       
  

Total Stockholders’  Equity       1,414,161         1,179,434    
       

  
       

  

Total Liabilities and Stockholders’  Equity     $ 2,299,509       $ 2,020,121    
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LKQ CORPORATION AND SUBSIDIARIES  

Consolidated Statements of Income  
(In thousands, except per share data)  

   

The accompanying notes are an integral part of the consolidated financial statements.  
   

50  

     Year Ended December 31,   
     2010     2009     2008   

Revenue     $ 2,469,881      $2,047,942      $ 1,908,532    
Cost of goods sold       1,376,401        1,120,129        1,064,706    

       
  

      
  

      
  

Gross margin       1,093,480        927,813        843,826    
Facility and warehouse expenses       233,993        201,056        182,131    
Distribution expenses       212,718        181,919        179,596    
Selling, general and administrative expenses       310,228        276,723        250,026    
Restructuring expenses       668        2,554        8,589    
Depreciation and amortization       37,996        34,113        30,204    

       
  

      
  

      
  

Operating income       297,877        231,448        193,280    
Other expense (income):         

Interest expense       29,765        32,252        37,830    
Interest income       (1,449 )      (1,353 )      (2,308 )  
Gain on bargain purchase       —          (4,339 )      —      
Other income, net       (564 )      (429 )      (1,375 )  

       
  

      
  

      
  

Total other expense, net       27,752        26,131        34,147    
       

  
      

  
      

  

Income from continuing operations before provision for income taxes       270,125        205,317        159,133    
Provision for income taxes       103,007        78,180        62,041    

       
  

      
  

      
  

Income from continuing operations       167,118        127,137        97,092    
       

  
      

  
      

  

Discontinued operations:         

Income (loss) from discontinued operations, net of taxes       224        (2,088 )      2,807    
Gain on sale of discontinued operations, net of taxes       1,729        2,472        —      

       
  

      
  

      
  

Income from discontinued operations       1,953        384        2,807    
       

  
      

  
      

  

Net income     $ 169,071      $ 127,521      $ 99,899    
       

  

      

  

      

  

Basic earnings per share(a):         

Income from continuing operations     $ 1.17      $ 0.90      $ 0.71    
Income from discontinued operations       0.01        0.00        0.02    

       
  

      
  

      
  

Total     $ 1.18      $ 0.91      $ 0.73    
       

  

      

  

      

  

Diluted earnings per share(a):         

Income from continuing operations     $ 1.15      $ 0.88      $ 0.69    
Income from discontinued operations       0.01        0.00        0.02    

       
  

      
  

      
  

Total     $ 1.16      $ 0.89      $ 0.71    
       

  

      

  

      

  

  
(a) The sum of the individual earnings per share amounts may not equal the total due to rounding. 
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LKQ CORPORATION AND SUBSIDIARIES  

Consolidated Statements of Cash Flows  
(In thousands)  

   

The accompanying notes are an integral part of the consolidated financial statements.  
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     Year Ended December 31,   
     2010     2009     2008   

CASH FLOWS FROM OPERATING ACTIVITIES:         

Net income     $ 169,071      $ 127,521      $ 99,899    
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization       41,428        38,062        33,421    
Stock-based compensation expense       9,974        7,283        5,498    
Deferred income taxes       8,963        5,882        13,535    
Excess tax benefit from share-based payments       (15,000 )      (9,628 )      (12,547 )  
Amortization of debt issuance costs       2,322        2,457        2,409    
Gain on sale of discontinued operations       (2,744 )      (3,924 )      —      
Gain on bargain purchase       —          (4,339 )      —      
Loss on asset impairment       1,265        3,539        —      
Other       (890 )      678        943    

Changes in operating assets and liabilities, net of effects from acquisitions and divestitures:         

Receivables       (12,309 )      (384 )      (15,026 )  
Inventory       (67,795 )      (20,428 )      4,232    
Prepaid expenses and other assets       (5,240 )      (5,358 )      1,241    
Accounts payable       10,156        (18,067 )      (4,785 )  
Accrued expenses       8,257        9,107        (6,175 )  
Prepaid income taxes/income taxes payable       7,492        24,111        8,960    
Deferred revenue       (201 )      1,386        (113 )  
Other noncurrent liabilities       4,434        6,104        1,469    

       
  

      
  

      
  

Net cash provided by operating activities       159,183        164,002        132,961    
       

  
      

  
      

  

CASH FLOWS FROM INVESTING ACTIVITIES:         

Purchases of property and equipment       (61,438 )      (55,870 )      (66,908 )  
Proceeds from sales of property and equipment       1,441        1,070        2,206    
Proceeds from sale of businesses, net of cash sold       11,992        17,477        —      
Cash used in acquisitions, net of cash acquired       (143,578 )      (65,171 )      (74,208 )  

       
  

      
  

      
  

Net cash used in investing activities       (191,583 )      (102,494 )      (138,910 )  
       

  
      

  
      

  

CASH FLOWS FROM FINANCING ACTIVITIES:         

Proceeds from exercise of stock options       13,962        8,247        10,402    
Excess tax benefit from share-based payments       15,000        9,628        12,547    
Debt issuance costs       (419 )      (310 )      (219 )  
Repayments under line of credit       —          (9,045 )      —      
Borrowings under line of credit       —          2,309        5,271    
Repayments under term loans       (7,476 )      (42,291 )      (9,957 )  
Repayments of other long-term debt obligations       (2,105 )      (1,703 )      (6,251 )  

       
  

      
  

      
  

Net cash provided by (used in) financing activities       18,962        (33,165 )      11,793    
       

  
      

  
      

  

Effect of exchange rate changes on cash and equivalents       221        1,496        (1,018 )  
Net (decrease) increase in cash and equivalents       (13,217 )      29,839        4,826    
Cash and equivalents, beginning of period       108,906        79,067        74,241    

       
  

      
  

      
  

Cash and equivalents, end of period     $ 95,689      $ 108,906      $ 79,067    
       

  

      

  

      

  

Supplemental disclosure of cash flow information:         

Purchase price payable, including notes issued in connection with business acquisitions     $ 11,889      $ 2,324      $ 2,065    
Stock issued in connection with business acquisitions       14,945        —          60,041    
Cash paid for income taxes, net of refunds       88,294        49,287        39,171    
Cash paid for interest       27,421        29,530        35,864    
Property and equipment acquired under capital leases       —          3,404        746    
Property and equipment purchases not yet paid       1,425        87        1,076    
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Consolidated Statements of Stockholders’ Equity and Other Comprehensive Income  
(In thousands)  
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     Common Stock      

Additional 
Paid-In  
Capital   

  

Retained  
Earnings   

   Accumulated  
Other  

Comprehensive 
 

Income (Loss)   

  
Total  

Stockholders’ 
 

Equity        
Shares  
Issued      Amount             

BALANCE, January 1, 2008       134,149       $ 1,341       $ 705,778      $ 142,039       $ 619      $ 849,777    
       

  
       

  
       

  
      

  
       

  
      

  

Net income       —           —           —          99,899         —          99,899    
Unrealized gain on pension plan, net of tax       —           —           —          —           144        144    
Unrealized loss on change in fair value of interest rate 

swap agreements, net of tax       —           —           —          —           (8,841 )      (8,841 )  
Foreign currency translation       —           —           —          —           (5,686 )      (5,686 )  

                    
  

Total comprehensive income       —           —           —          —           —          85,516    
Stock issued in business acquisitions       2,919         29         60,012        —           —          60,041    
Share price guarantee       —           —           (3,275 )      —           —          (3,275 )  
Stock issued as director compensation       7         —           122        —           —          122    
Stock-based compensation expense—options       —           —           4,671        —           —          4,671    
Activity related to restricted stock awards       190         2         703        —           —          705    
Exercise of stock options       2,656         27         10,375        —           —          10,402    
Excess tax benefit from share-based payments       —           —           12,547        —           —          12,547    

       
  

       
  

       
  

      
  

       
  

      
  

BALANCE, December 31, 2008       139,921       $ 1,399       $ 790,933      $ 241,938       $ (13,764 )    $ 1,020,506    
       

  
       

  
       

  
      

  
       

  
      

  

Net income       —          —          —         127,521         —         127,521    
Unrealized loss on pension plan, net of tax       —           —           —          —           (129 )      (129 )  
Net reduction of unrealized loss on fair value of 

interest rate swap agreements, net of tax       —           —           —          —           2,305        2,305    
Foreign currency translation       —           —           —          —           4,191        4,191    

                    
  

Total comprehensive income       —           —           —          —           —          133,888    
Stock issued as director compensation       18         —           290        —           —          290    
Stock-based compensation expense—options       —           —           6,219        —           —          6,219    
Activity related to restricted stock awards       50         1         773        —           —          774    
Exercise of stock options       2,016         20         8,227        —           —          8,247    
Excess tax benefit from share-based payments       —           —           9,510        —           —          9,510    

       
  

       
  

       
  

      
  

       
  

      
  

BALANCE, December 31, 2009       142,005       $ 1,420       $ 815,952      $ 369,459       $ (7,397 )    $ 1,179,434    
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The accompanying notes are an integral part of the consolidated financial statements.  
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     Common Stock      

Additional 
Paid-In  
Capital   

   

Retained  
Earnings   

   Accumulated  
Other  

Comprehensive 
 

Income (Loss)   

  
Total  

Stockholders’ 
 

Equity        
Shares  
Issued      Amount              

BALANCE, December 31, 2009       142,005       $ 1,420       $ 815,952       $ 369,459       $ (7,397 )    $ 1,179,434    
Net income       —           —           —           169,071         —          169,071    
Reversal of unrealized gain on pension plan, net of tax       —           —           —           —           (15 )      (15 )  
Net reduction of unrealized loss/increase in unrealized 

gain on fair value of interest rate swap agreements, 
net of tax       —           —           —           —           8,712        8,712    

Foreign currency translation       —           —           —           —           3,078        3,078    
                     

  

Total comprehensive income       —           —           —           —           —          180,846    
Stock issued in business acquisitions       690         7         14,938         —           —          14,945    
Stock issued as director compensation       14         —           290         —           —          290    
Stock-based compensation expense—options       —           —           8,771         —           —          8,771    
Activity related to restricted stock awards       —           —           913         —           —          913    
Exercise of stock options       2,758         28         13,934         —           —          13,962    
Excess tax benefit from share-based payments       —           —           15,000         —           —          15,000    

       
  

       
  

       
  

       
  

       
  

      
  

BALANCE, December 31, 2010       145,467       $ 1,455       $ 869,798       $ 538,530       $ 4,378      $ 1,414,161    
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LKQ CORPORATION AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

Note 1. Business  

The financial statements presented in this report represent the consolidation of LKQ Corporation, a Delaware corporation, and its 
subsidiaries. LKQ Corporation is a holding company and all operations are conducted by subsidiaries. When the terms “the Company,” “we,” 
“us,” or “our” are used in this document, those terms refer to LKQ Corporation and its consolidated subsidiaries.  

We provide replacement parts, components and systems needed to repair vehicles (cars and trucks). We are the nation’s largest provider of 
aftermarket replacement products, recycled collision and mechanical products and related services and refurbished bumper covers and wheels. 
We operate out of more than 325 facilities offering our customers a broad range of replacement systems, components, and parts.  

As described in Note 3, “Discontinued Operations,” during 2009, we sold, agreed to sell or closed certain of our self service facilities. 
These facilities qualified for treatment as discontinued operations. The financial results and assets and liabilities of these facilities are segregated 
from our continuing operations and presented as discontinued operations in the Consolidated Balance Sheets and Consolidated Statements of 
Income for all periods presented.  

Note 2. Summary of Significant Accounting Policies  

Principles of Consolidation  

The accompanying consolidated financial statements include the accounts of LKQ Corporation and its subsidiaries. All intercompany 
transactions and accounts have been eliminated.  

Use of Estimates  

In preparing our financial statements in conformity with accounting principles generally accepted in the United States we are required to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of 
the date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates.  

Revenue Recognition  

The majority of our revenue is derived from the sale of aftermarket and recycled products. Revenue is recognized when the products are 
shipped or picked up and title has transferred, subject to an allowance for estimated returns, discounts and allowances that we estimate based 
upon historical information. We recorded a reserve for estimated returns, discounts and allowances of approximately $18.2 million and 
$15.8 million at December 31, 2010 and 2009, respectively. We present taxes assessed by governmental authorities collected from customers on 
a net basis. Therefore, the taxes are excluded from revenue and are shown as a liability on our consolidated balance sheet until remitted. Revenue 
from the sale of separately-priced extended warranty contracts is reported as deferred revenue and recognized ratably over the term of the 
contracts or three years in the case of lifetime warranties.  

Shipping & Handling  

Revenue also includes amounts billed to customers related to shipping and handling of approximately $17.3 million, $15.5 million and 
$14.3 million during the years ended December 31, 2010, 2009 and 2008, respectively. Distribution expenses in the accompanying Consolidated 
Statements of Income are the costs incurred to prepare and deliver products to customers.  
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Cash and Equivalents  

We consider all highly liquid investments with original maturities of 90 days or less to be cash equivalents. Cash equivalents are carried at 
cost, which approximates market value. Our cash equivalents primarily include holdings in money market funds and overnight securities. Cash 
equivalents at December 31, 2010 and 2009 were $57.2 million and $93.3 million, respectively.  

Receivables and Allowance for Doubtful Accounts  

In the normal course of business, we extend credit to customers after a review of each customer’s credit history. We recorded a reserve for 
uncollectible accounts of approximately $6.9 million and $6.5 million at December 31, 2010 and 2009, respectively. The reserve is based upon 
the aging of the accounts receivable, our assessment of the collectability of specific customer accounts and historical experience. Receivables are 
written off once collection efforts have been exhausted. Recoveries of receivables previously written off are recorded when received.  

Concentrations of Credit Risk  

Financial instruments that potentially subject us to significant concentration of credit risk consist primarily of cash and equivalents and 
accounts receivable. We control our exposure to credit risk associated with these instruments by (i) placing our cash and equivalents with several 
major financial institutions; (ii) holding high-quality financial instruments; and (iii) maintaining strict policies over credit extension that include 
credit evaluations, credit limits and monitoring procedures. In addition, our overall credit risk with respect to accounts receivable is limited to 
some extent because a large number of geographically diverse customers make up our customer base.  

Inventory  

An aftermarket product is a new vehicle product manufactured by a company other than the original equipment manufacturer. Cost is 
established based upon the average price for purchased parts, and includes expenses incurred for freight and buying, where applicable, and 
overhead. For items purchased from foreign companies, import fees and duties and transportation insurance are also included.  

A core is a recycled mechanical part that is not suitable for sale as a replacement part without further refurbishing or remanufacturing 
work. Refurbished inventory cost is based upon the average price paid for cores, and also includes expenses incurred for freight, purchasing, 
direct refurbishing costs and overhead.  

A salvage product is a recycled vehicle part suitable for sale as a replacement part. Salvage inventory and cores are recorded at the lower of 
cost or market. Cost is established based upon the price we pay for a vehicle, and includes average costs for buying, dismantling, and where 
applicable, auction fees and storage, and towing. Inventory carrying value is determined using the average cost to sales percentage at each of our 
facilities and applying that percentage to the facility’s inventory at expected selling prices. The average cost to sales percentage is derived from 
each facility’s historical vehicle profitability for salvage vehicles purchased at auction or from contracted rates for salvage vehicles acquired 
under certain direct procurement arrangements. Remanufactured inventory cost is based upon the average price paid for cores, and also includes 
expenses incurred for freight, direct manufacturing costs and overhead.  

For all inventory, carrying value is reduced regularly to the lower of cost or market to reflect the age of the inventory and current 
anticipated demand. If actual demand differs from our estimates, additional reductions to inventory carrying value would be necessary in the 
period such determination is made.  
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Inventory consists of the following (in thousands):  
   

Property and Equipment  

Property and equipment are recorded at cost. Expenditures for major additions and improvements that extend the useful life of the related 
asset are capitalized. As property and equipment are sold or retired, the applicable cost and accumulated depreciation are removed from the 
accounts and any resulting gain or loss thereon is recognized. Construction in progress consists primarily of building and land improvements at 
our existing facilities. Depreciation is calculated using the straight-line method over the estimated useful lives or, in the case of leasehold 
improvements, the term of the related lease and renewal periods, if shorter.  

The internal and external costs incurred to develop internal use computer software during the application development stage of the 
implementation, including the design of the chosen path, are capitalized. Other costs, including expenses incurred during the preliminary project 
stage, training expenses, data conversion costs and expenses incurred in the post implementation stage are expensed in the period incurred. 
Capitalized costs are amortized ratably over the useful life of the software when the software becomes operational. Upgrades and enhancements 
to internal use software are capitalized only if the costs result in additional functionality. We do not plan to sell or market our internal use 
computer software to third parties.  

Our estimated useful lives are as follows:  
   

Property and equipment consists of the following (in thousands):  
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     December 31,   
     2010      2009   

Aftermarket and refurbished products     $ 274,728       $ 226,299    
Salvage products       209,514         152,438    
Core facilities inventory       8,446         6,949    

       
  

       
  

   $ 492,688       $ 385,686    
       

  

       

  

Land improvements       10-20 years    
Buildings and improvements       20-40 years    
Furniture, fixtures and equipment       3-20 years    
Computer equipment and software       3-10 years    
Vehicles and trailers       3-10 years    

     December 31,   
     2010     2009   

Land and improvements     $ 71,931      $ 63,601    
Buildings and improvements       103,198        87,083    
Furniture, fixtures and equipment       145,196        119,756    
Computer equipment and software       63,341        53,710    
Vehicles and trailers       27,218        22,041    
Leasehold improvements       41,939        37,608    

       
  

      
  

     452,823        383,799    
Less—Accumulated depreciation       (142,401 )      (107,959 )  
Construction in progress       20,890        14,062    

       
  

      
  

   $ 331,312      $ 289,902    
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Intangible Assets  

Intangible assets consist primarily of goodwill (the cost of purchased businesses in excess of the fair value of the identifiable net assets 
acquired), and other specifically identifiable intangible assets such as trade names, trademarks, covenants not to compete and customer 
relationships.  

Goodwill is tested for impairment at least annually, and we performed annual impairment tests during the fourth quarters of 2010, 2009 
and 2008. With the decision to sell a portion of our self service operations (as described in Note 3, “Discontinued Operations”), we also 
conducted a goodwill impairment test as of September 30, 2009 for both the allocated goodwill associated with the facilities to be disposed of 
and our ongoing self service reporting unit. The results of all of these tests indicated that goodwill was not impaired.  

The changes in the carrying amount of goodwill are as follows (in thousands):  
   

In 2009, we adjusted previously recorded goodwill by $3.2 million, including a $2.7 million increase related to the Pick-Your-Part Auto 
Wrecking (“PYP”) acquisition and a $0.5 million increase related to other acquisitions made in 2008. The PYP adjustments primarily related to 
various pre-acquisition liabilities.  

In 2008, we adjusted previously recorded goodwill by $6.5 million, including a $6.8 million increase related to our acquisition of Keystone 
Automotive Industries, Inc. (“Keystone”) and a $0.3 million decrease related to other acquisitions made in 2007. The Keystone adjustments 
included increases to goodwill for: (i) a $3.1 million reduction in fixed asset values; (ii) final current asset and liability valuation adjustments of 
$3.8 million, including adjustments to increase the allowance for estimated returns, discounts and allowances and the accrual for unused 
vacation; and (iii) tax basis and reserve adjustments totaling $3.0 million. These increases to goodwill were partially offset by $1.8 million in 
reductions to the restructuring reserves recorded in purchase accounting and a $1.3 million refund of an overpayment on Keystone shares at the 
acquisition date.  

Other intangible assets totaled approximately $69.3 million and $67.2 million at December 31, 2010 and 2009, respectively. As of 
December 31, 2010, intangible assets included $75.6 million in trade names, primarily related to the Keystone trade name that was valued at 
$74.7 million, $2.7 million of covenants not to compete, and $4.4 million of customer relationships. Our 2010 acquisitions resulted in the 
recognition of $0.9 million of trade names, $1.0 million of covenants not to compete, and $4.4 million of customer relationships. Accumulated 
amortization of other intangible assets at December 31, 2010 and 2009 was $13.4 million and $9.2 million, respectively.  

Trade names are amortized over a useful life ranging from 10 to 20 years on a straight-line basis. Covenants not to compete are amortized 
over the lives of the respective agreements, which range from one to five years on a straight-line basis. Customer relationships are amortized 
over the expected period to be benefitted (5 to 10 years)  
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Balance as of January 1, 2008     $ 809,328    
Business acquisitions       98,874    
Adjustment of previously recorded goodwill       6,475    
Exchange rate effects       (7,459 )  

       
  

Balance as of December 31, 2008     $ 907,218    
Business acquisitions       22,904    
Adjustment of previously recorded goodwill       3,233    
Exchange rate effects       5,428    

       
  

Balance as of December 31, 2009     $ 938,783    
Business acquisitions       91,757    
Exchange rate effects       2,433    

       
  

Balance as of December 31, 2010     $ 1,032,973    
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on either a straight-line or accelerated basis. Amortization expense for intangibles was approximately $4.2 million, $4.1 million and $4.1 million 
during the years ended December 31, 2010, 2009 and 2008, respectively. Estimated annual amortization expense of the December 31, 2010 
balance for the years ended December 31, 2011 through 2015 is approximately $4.8 million.  

Impairment of Long-Lived Assets  

Long-lived assets are reviewed for possible impairment whenever events or circumstances indicate that the carrying amount of such assets 
may not be recoverable. If such review indicates that the carrying amount of long-lived assets is not recoverable, the carrying amount of such 
assets is reduced to fair value. During the year ended December 31, 2010, we recognized impairment charges on certain long-lived assets during 
the normal course of business of $1.3 million. There were no adjustments to the carrying value of long-lived assets of continuing operations 
during the years ended December 31, 2009 or 2008.  

Fair Value of Financial Instruments  

Our debt is reflected on the balance sheet at cost. Based on market conditions as of December 31, 2010, the fair value of our term loans 
(see Note 5, “Long-Term Obligations”) reasonably approximated the carrying value of $590 million. At December 31, 2009, the fair value of our 
term loans at $570 million was below the carrying value of $596 million because our interest rate margins were below the rate available in the 
market. We estimated the fair value of our term loans by calculating the upfront cash payment a market participant would require to assume our 
obligations. The upfront cash payment, excluding any issuance costs, is the amount that a market participant would be able to lend at 
December 31, 2010 and 2009 to an entity with a credit rating similar to ours and achieve sufficient cash inflows to cover the scheduled cash 
outflows under our term loans. The carrying amounts of our cash and equivalents, net trade receivables and accounts payable approximate fair 
value.  

We apply the market and income approaches to value our financial assets and liabilities, which include the cash surrender value of life 
insurance, deferred compensation liabilities and interest rate swaps. Required fair value disclosures are included in Note 7, “Fair Value 
Measurements.”  

Product Warranties  

Some of our salvage mechanical products are sold with a standard six-month warranty against defects. Additionally, some of our 
remanufactured engines are sold with a standard three-year warranty against defects. We record the estimated warranty costs at the time of sale 
using historical warranty claim information to project future warranty claims activity and related expenses. The changes in the warranty reserve 
are as follows (in thousands):  
   

Self-Insurance Reserves  

We self-insure a portion of employee medical benefits under the terms of our employee health insurance program. We purchase certain 
stop-loss insurance to limit our liability exposure. We also self-insure a portion of  
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Balance as of January 1, 2009     $ 540    
Warranty expense       5,033    
Warranty claims       (4,969 )  

       
  

Balance as of December 31, 2009       604    
Warranty expense       9,351    
Warranty claims       (8,882 )  
Business acquisitions       990    

       
  

Balance as of December 31, 2010     $ 2,063    
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our property and casualty risk, which includes automobile liability, general liability, workers’ compensation and property coverage under 
deductible insurance programs. The insurance premium costs are expensed over the contract periods. A reserve for liabilities associated with 
these losses is established for claims filed and claims incurred but not yet reported based upon our estimate of ultimate cost, which is calculated 
using analyses of historical data. We monitor new claims and claim development as well as trends related to the claims incurred but not reported 
in order to assess the adequacy of our insurance reserves. Total self-insurance reserves were $32.9 million and $30.4 million as of December 31, 
2010 and 2009, respectively. In 2010, we classified $16.8 million in current liabilities and $16.1 million in other noncurrent liabilities, which 
reflects management’s estimates of when claims will be paid. A portion of the prior year self-insurance reserves were not reclassified to long-
term liabilities as it was immaterial to the financial statements. The reserves presented on the Consolidated Balance Sheets are net of claims 
deposits of $0.6 million and $0.7 million, at December 31, 2010 and 2009, respectively. In addition to these claims deposits, we had outstanding 
letters of credit of $26.8 million and $25.8 million at December 31, 2010 and 2009, respectively, which were primarily to guarantee self-
insurance claims payments. While we do not expect the amounts ultimately paid to differ significantly from our estimates, our insurance reserves 
and corresponding expenses could be affected if future claims experience differs significantly from historical trends and assumptions.  

Other Noncurrent Liabilities  

In addition to the long-term portion of self-insurance reserves discussed above, Other Noncurrent Liabilities include approximately 
$11.2 million and $7.9 million at December 31, 2010 and 2009, respectively, related to employee nonqualified deferred compensation plans as 
discussed in Note 11, “Retirement Plans,” and approximately $5.1 million and $2.7 million at December 31, 2010 and 2009, respectively, related 
to a long term incentive plan for certain key employees as discussed in Note 15, “Long Term Incentive Plan.” As of December 31, 2009, Other 
Noncurrent Liabilities also included approximately $5.2 million related to the interest rate swaps as discussed in Note 6, “Derivative Instruments 
and Hedging Activities.”  

Income Taxes  

Current income taxes are provided on income reported for financial reporting purposes, adjusted for transactions that do not enter into the 
computation of income taxes payable in the same year. Deferred income taxes have been provided to show the effect of temporary differences 
between the tax bases of assets and liabilities and their reported amounts in the financial statements. A valuation allowance is provided for 
deferred tax assets if it is more likely than not that these items will either expire before we are able to realize their benefit or that future 
deductibility is uncertain.  

We recognize the benefits of uncertain tax positions taken or expected to be taken in tax returns in the provision for income taxes only for 
those positions that are more likely than not to be realized. We follow a two-step approach to recognizing and measuring uncertain tax positions. 
The first step is to evaluate the tax position for recognition by determining if the weight of available evidence indicates it is more likely than not 
that the position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to measure 
the tax benefit as the largest amount that is more than 50% likely of being realized upon ultimate settlement. We consider many factors when 
evaluating and estimating our tax positions and tax benefits, which may require periodic adjustments and which may not accurately forecast 
actual outcomes. Our policy is to include interest and penalties associated with income tax obligations in income tax expense.  

U.S. federal income taxes are not provided on our interest in undistributed earnings of foreign subsidiaries when it is management’s intent 
that such earnings will remain invested in those subsidiaries. Taxes will be provided on these earnings in the period in which a decision is made 
to repatriate the earnings.  

Depreciation Expense  

Included in Cost of Goods Sold is depreciation expense associated with refurbishing, remanufacturing and smelting operations.  
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Stock-Based Compensation  

We recognize compensation expense on a straight-line basis over the requisite service period of the award. The components of pretax 
stock-based compensation expense are as follows (in thousands):  
   

The following table sets forth the classification of total stock-based compensation expense included in our Consolidated Statements of 
Income (in thousands):  
   

We have not capitalized any stock-based compensation cost during the years ended December 31, 2010, 2009 or 2008. As of December 31, 
2010, unrecognized compensation expense related to unvested stock options and restricted stock is expected to be recognized as follows (in 
thousands):  
   

The fair value of restricted stock is based on the market price of LKQ stock on the date of issuance. The fair value of stock options has 
been estimated using the Black-Scholes option-pricing model. The following table summarizes the weighted average assumptions used to 
compute the fair value of stock option grants:  
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     Year Ended December 31,   
     2010      2009      2008   

Stock options     $ 8,771       $ 6,219       $ 4,671    
Restricted stock       913         774         705    
Stock issued in lieu of quarterly cash compensation for non-employee directors       290         290         122    

       
  

       
  

       
  

Total stock-based compensation expense     $ 9,974       $ 7,283       $ 5,498    
       

  

       

  

       

  

     Year Ended December 31,   
     2010     2009     2008   

Cost of goods sold     $ 278      $ 47      $ 13    
Facility and warehouse expenses       2,069        2,620        2,015    
Selling, general and administrative expenses       7,627        4,616        3,470    

       
  

      
  

      
  

     9,974        7,283        5,498    
Income tax benefit       (3,920 )      (2,862 )      (2,166 )  

       
  

      
  

      
  

Total stock based compensation, net of tax     $ 6,054      $ 4,421      $ 3,332    
       

  

      

  

      

  

     
Stock  

Options      

Restricted 

 
Stock      Total   

2011     $ 8,256       $ 913       $ 9,169    
2012       6,930         913         7,843    
2013       4,743         208         4,951    
2014       3,117         139         3,256    
2015       78         0         78    

       
  

       
  

       
  

Total unrecognized compensation expense     $ 23,124       $ 2,173       $ 25,297    
       

  

       

  

       

  

     Year Ended December 31,   
     2010     2009     2008   
Expected life (in years)       6.4        6.3        6.4    
Risk-free interest rate       3.17 %      1.87 %      3.27 %  
Volatility       43.9 %      44.6 %      39.4 %  
Dividend yield       0 %      0 %      0 %  
Weighted average fair value of options granted     $ 9.54      $ 5.57      $ 8.51    
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Expected life—The expected life represents the period that our stock-based awards are expected to be outstanding. Due to the lack of 
option grants that have been outstanding for the full five year normal vesting period since we became a public company, and because our options 
have a ten year life while our existence as a public company has been only seven years, we use the simplified expected term method as permitted 
by the Securities and Exchange Commission Staff Accounting Bulletin No. 107, as amended by Staff Accounting Bulletin No. 110.  

Risk-free interest rate—We base the risk-free interest rate used in the Black-Scholes option-pricing model on the implied yield available on 
U.S. Treasury zero-coupon issues with the same or substantially equivalent remaining term.  

Expected volatility—We use the trading history and historical volatility of our common stock in determining an estimated volatility factor 
for the Black-Scholes option-pricing model.  

Expected dividend yield—We have not declared and have no plans to declare dividends and have therefore used a zero value for the 
expected dividend yield in the Black-Scholes option-pricing model.  

Estimated forfeitures—When estimating forfeitures, we consider voluntary and involuntary termination behavior as well as analysis of 
historical forfeitures. A forfeiture rate of 9.0% has been used for valuing employee option grants, while a forfeiture rate of 0% has been used for 
valuing director and executive officer option grants.  

Rental Expense  

We recognize rental expense on a straight-line basis over the respective lease terms for all of our operating leases.  

Earnings per Share  

Basic earnings per share are computed using the weighted average number of common shares outstanding during the period. Diluted 
earnings per share incorporate the incremental shares issuable upon the assumed exercise of stock options and the assumed vesting of restricted 
stock. Certain of our stock options and restricted stock were excluded from the calculation of diluted earnings per share because they were 
antidilutive, but these options and restricted stock could be dilutive in the future.  

Segment Information  

Approximately 95% of our operations are conducted in the U.S. We have aftermarket and recycled product operations in Canada, which 
were expanded in 2010 through the acquisition of Cross Canada, an aftermarket product supplier. We also have operations in Guatemala and 
Costa Rica. Our Mexican locations include a bumper refurbishing operation and a heavy-duty truck location.  

We are organized into three operating segments, composed of wholesale aftermarket and recycled products, self service retail products, and 
recycled heavy-duty truck products. These segments are aggregated into one reportable segment because they possess similar economic 
characteristics and have common products and services, customers and methods of distribution.  

The following table sets forth our revenue by product category (in thousands):  
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     Year Ended December 31,   
     2010      2009      2008   

Aftermarket, other new and refurbished products     $ 1,236,806       $ 1,093,157       $ 998,541    
Recycled products and related products and services       888,320         749,012         651,803    
Other       344,755         205,773         258,188    

       
  

       
  

       
  

   $ 2,469,881       $ 2,047,942       $ 1,908,532    
       

  

       

  

       

  



Table of Contents  

Revenue from other sources includes scrap sales, bulk sales to mechanical remanufacturers, and sales of aluminum ingots and sows.  

Foreign Currency Translation  

For our foreign operations, the local currency is the functional currency. Assets and liabilities are translated into U.S. dollars at the period-
ending exchange rate. Statements of Income amounts are translated to U.S. dollars using average exchange rates during the period. Translation 
gains and losses are reported as a component of accumulated other comprehensive income (loss) in stockholders’ equity. Gains and losses from 
foreign currency transactions are included in current earnings.  

Recent Accounting Pronouncements  

On January 1, 2011, we will adopt Financial Accounting Standards Board Accounting Standards Update 2010-29, “Disclosure of 
Supplementary Pro Forma Information for Business Combinations,” which clarifies the disclosure requirements for pro forma financial 
information related to a material business combination or a series of immaterial business combinations that are material in the aggregate. The 
guidance clarified that the pro forma disclosures are prepared assuming the business combination occurred at the start of the prior annual 
reporting period. Additionally, a narrative description of the nature and amount of material, non-recurring pro forma adjustments would be 
required. As this newly issued accounting standard only requires enhanced disclosure, the adoption of this standard will not impact our financial 
position or results of operations.  

Note 3. Discontinued Operations  

On October 1, 2009, we sold to Schnitzer Steel Industries, Inc. (“SSI”) four self service retail facilities in Oregon and Washington and 
certain business assets related to two self service facilities in Northern California and a self service facility in Portland, Oregon for $17.5 million, 
net of cash sold. We recognized a gain on the sale of approximately $2.5 million, net of tax, in our fourth quarter 2009 results. Goodwill totaling 
$9.9 million was included in the cost basis of net assets disposed when determining the gain on sale. In the fourth quarter of 2009, we closed the 
two self service facilities in Northern California and converted the self service operation in Portland to a wholesale recycling business.  

On January 15, 2010, we also sold to SSI two self service retail facilities in Dallas, Texas for $12.0 million. We recognized a gain on the 
sale of approximately $1.7 million, net of tax, in our first quarter 2010 results. Goodwill totaling $6.7 million was included in the cost basis of 
net assets disposed when determining the gain on sale.  

The self service facilities that we sold or closed are reported as discontinued operations for all periods presented. We reported these 
facilities in discontinued operations because the cash flows derived from the facilities were eliminated as a result of the sales or closures, and we 
will not have continuing involvement in these facilities. A summary of the assets and liabilities applicable to discontinued operations included in 
the consolidated balance sheets as of December 31, 2010 and 2009 is as follows (in thousands):  
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December 31, 
 

2010      

December 31, 
 

2009   

Inventory     $ —         $ 1,152    
Other current assets       —           307    
Property and equipment, net       —           1,553    
Goodwill       —           6,708    

       
  

       
  

Total assets     $ —         $ 9,720    
       

  

       

  

Accounts payable and accrued liabilities     $ 2,744       $ 3,832    
       

  
       

  

Total liabilities     $ 2,744       $ 3,832    
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Results of operations for the discontinued operations for the years ended December 31, 2010, 2009 and 2008 are as follows (in thousands):  
   

Our decision to close the two self service facilities in Northern California represented a triggering event that required us to evaluate the 
long-lived assets at these facilities for impairment. The pretax loss from discontinued operations in the year ended December 31, 2009 includes a 
fixed asset impairment charge of $3.5 million primarily related to leasehold improvements that are not recoverable.  

During the fourth quarter of 2009, we incurred restructuring expenses related to the closure of the two self service facilities in Northern 
California, totaling $3.7 million. These charges include $3.0 million for costs associated with the future lease commitments for excess facilities 
and $0.7 million of other costs, including costs to move inventory to other facilities and additional facility closure costs. As of December 31, 
2010 and 2009, approximately $2.3 million and $3.5 million of accrued restructuring expenses, respectively, were included in liabilities of 
discontinued operations for the excess lease payments, net of estimated sublease income, and facility closure costs. The excess lease payments 
are expected to be paid over the remaining term of the leases through 2018.  

Note 4. Equity Incentive Plans  

In February 1998, we adopted the LKQ Corporation 1998 Equity Incentive Plan to attract and retain employees and consultants. Under the 
Equity Incentive Plan, both qualified and nonqualified stock options, stock appreciation rights, restricted stock, performance shares and 
performance units may be granted. There are 28.0 million shares available under the Equity Incentive Plan, subject to antidilution and other 
adjustment provisions.  

During January 2010 and 2009, our Board of Directors made an annual grant of options to employees to purchase a total of 1,689,700 and 
1,548,300 shares of our common stock at an exercise price of $19.965 and $11.955 per share, respectively. The options vest over a period of five 
years.  

On January 9, 2009, our Board of Directors granted options to non-employee directors to purchase a total of 240,000 shares of our 
common stock at an exercise price of $11.955 per share. The options vest over a period of three years.  

On January 13, 2011, the Compensation Committee amended the Equity Incentive Plan to allow the grant of Restricted Stock Units 
(“RSUs”). Each RSU converts into one share of LKQ common stock on the applicable vesting date. The RSUs vest over a period of five years. 
In January 2011, our Board of Directors granted 791,833 RSUs to employees.  

On January 11, 2008 and October 1, 2009, our Board of Directors granted a total of 190,000 and 50,000 shares, respectively, of restricted 
stock to certain of our key employees under our Equity Incentive Plan. The grant-date fair value of the awards was $3.6 million and $0.9 million 
for the January 11, 2008 awards and the October 1, 2009 awards, respectively.  
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     Year Ended December 31,   
     2010      2009     2008   

Revenue     $ 686       $ 23,957      $ 28,769    
Income (loss) before income tax provision (benefit)       355         (3,314 )      4,455    
Income tax provision (benefit)       131         (1,226 )      1,648    

       
  

       
  

      
  

Income (loss) from discontinued operations, net of taxes, before gain on sale of discontinued 
operations       224         (2,088 )      2,807    

Gain on sale of discontinued operations, net of taxes of $1,015 and $1,452 in 2010 and 2009, respectively      1,729         2,472        —      
       

  
       

  
      

  

Income from discontinued operations, net of taxes     $ 1,953       $ 384      $ 2,807    
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In June 2003, our Board of Directors adopted the LKQ Corporation Stock Option and Compensation Plan for Non-Employee Directors, 
and in September 2003, the plan was approved by our stockholders. On March 5, 2007, our Board of Directors amended the Director Plan to 
eliminate the annual option grants to non-employee directors, effective in the second quarter of 2007. On October 12, 2007, our Board of 
Directors further amended the Director Plan to eliminate the initial option grant to new, non-employee directors. The Director Plan will 
terminate in June 2013, unless our Board of Directors terminates it sooner. The number of remaining shares available under the Director Plan is 
560,000, subject to antidilution and other adjustment/ provisions.  

Stock options expire ten years from the date they are granted. Most of the options and restricted stock granted under the Equity Incentive 
Plan vest over a period of five years. Vesting of the awards is subject to a continued service condition. Shares of restricted stock may not be sold, 
pledged or otherwise transferred until they vest. Most of the options granted under the Director Plan vest six months after the date of grant. We 
expect to issue new shares of common stock to cover future stock option exercises.  

A summary of transactions in our stock-based compensation plans is as follows:  
   

The total grant-date fair value of options that vested during the years ended December 31, 2010, 2009 and 2008 was approximately $7.7 
million, $5.3 million and $3.7 million, respectively. The fair value of restricted stock that vested during the years ended December 31, 2010, 
2009 and 2008 was approximately $1.0 million, $0.4 million and $0, respectively.  

At December 31, 2010, a total of 7,975,047 options with a weighted average exercise price of $12.20 and a weighted average remaining 
contractual life of 6.3 years were expected to vest. At December 31, 2010, 154,000 shares of restricted stock with a weighted average remaining 
contractual life of 2.5 years were expected to vest.  
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Restricted  
Shares and  

Options  
Available  
For Grant   

  Restricted Shares      Stock Options   

     
Number  

Outstanding     

Weighted  
Average  

Grant Date 
 

Fair Value      
Number  

Outstanding     

Weighted 
 

Average  
Exercise 

Price   

Balance, January 1, 2008       6,852,680        —          —           11,032,102      $ 5.06    
Granted       (1,632,417 )      190,000        19.14         1,442,417        19.13    
Exercised       —          —          —           (2,656,266 )      3.92    
Cancelled       154,665        —          —           (154,665 )      17.52    

       
  

      
  

      
  

       
  

      
  

Balance, December 31, 2008       5,374,928        190,000      $ 19.14         9,663,588      $ 7.27    
       

  
      

  
      

  
       

  
      

  

Granted       (1,886,400 )      50,000        18.60         1,836,400        12.15    
Exercised       —          —          —           (2,016,306 )      4.09    
Restricted Shares Vested       —          (38,000 )      19.14         —          —      
Cancelled       154,275        —          —           (154,275 )      13.82    

       
  

      
  

      
  

       
  

      
  

Balance, December 31, 2009       3,642,803        202,000      $ 19.00         9,329,407      $ 8.81    
       

  
      

  
      

  
       

  
      

  

Granted       (1,711,533 )      —          —           1,711,533        19.95    
Exercised       —          —          —           (2,758,155 )      5.06    
Restricted Shares Vested       —          (48,000 )      19.02         —          —      
Cancelled       208,820        —          —           (208,820 )      16.11    

       
  

      
  

      
  

       
  

      
  

Balance, December 31, 2010       2,140,090        154,000      $ 19.00         8,073,965      $ 12.27    
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The following table summarizes information about outstanding and exercisable stock options at December 31, 2010:  
   

The aggregate intrinsic value (market value of our common stock less option exercise price) of outstanding, expected to vest and 
exercisable stock options at December 31, 2010 was $84.4 million, $83.9 million and $61.1 million, respectively. The aggregate intrinsic value 
represents the total pre-tax intrinsic value, based on the closing price of our common stock on December 31, 2010, which would have been 
received by the option holders had all option holders exercised their options as of that date. This amount changes based upon the fair market 
value of our common stock. The total intrinsic value of stock options exercised was $43.2 million, $27.2 million and $33.5 million during the 
years ended December 31, 2010, 2009 and 2008, respectively.  

Note 5. Long-Term Obligations  

Long-term obligations consist of the following (in thousands):  
   

The scheduled maturities of long-term obligations outstanding at December 31, 2010 are as follows (in thousands):  
   

We obtained a senior secured debt financing facility from Lehman Brothers Inc. (“Lehman”) and Deutsche Bank Securities, Inc. 
(“Deutsche Bank”) on October 12, 2007, which was amended on October 26, 2007, on October 27, 2009, and on November 19, 2010 (as 
amended, the “Credit Agreement”). The Credit Agreement  
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     Outstanding      Exercisable   

Range of Exercise Prices    Shares      

Weighted  
Average  

Remaining 
Contractual 
Life (Yrs)      

Weighted 
Average  
Exercise 

Price      Shares      

Weighted  
Average  

Remaining 
Contractual 
Life (Yrs)      

Weighted 
Average  
Exercise 

Price   

$0.75 – $5.00      1,990,647         2.9       $ 3.53         1,990,647         2.9       $ 3.53    
$5.01 – $10.00      705,945         5.0         9.37         625,565         5.0         9.32    
$10.01 – $15.00      2,406,948         7.3         11.33         994,856         6.8         10.94    
$15.01 – $20.00      2,942,925         8.2         19.56         812,890         7.5         19.26    

$20.01 +      27,500         7.4         21.52         13,350         7.4         21.56    
       

  
             

  
      

     8,073,965         6.3       $ 12.27         4,437,308         4.9       $ 8.94    
       

  

             

  

      

     December 31,   
     2010     2009   

Senior secured debt financing facility:       

Term loans payable     $ 590,099      $ 595,716    
Revolving credit facility       —          —      

Notes payable to individuals through August 2019, interest at 2.0% to 8.0%       10,855        7,329    
       

  
      

  

     600,954        603,045    
Less current maturities       (52,888 )      (10,063 )  

       
  

      
  

   $ 548,066      $ 592,982    
       

  

      

  

2011     $ 52,888    
2012       79,090    
2013       465,221    
2014       120    
2015       129    
Thereafter       3,506    

       
  

   $ 600,954    
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initially had a six year term and included a $610 million term loan, a $40 million Canadian currency term loan, a $100 million U.S. dollar 
revolving credit facility, and a $15 million dual currency revolving facility for drawings of either U.S. dollars or Canadian dollars. The Credit 
Agreement also provided for (i) the issuance of letters of credit of up to $35 million in U.S. dollars and up to $10 million in either U.S. or 
Canadian dollars, (ii) a swing line credit facility of $25 million under the $100 million revolving credit facility, and (iii) the opportunity for us to 
add additional term loan facilities and/or increase the $100 million revolving credit facility’s commitments, provided that such additions or 
increases do not exceed $150 million in the aggregate and provided further that no existing lender is required to make its pro rata share of any 
such additions or increases without its consent.  

On October 27, 2009, the Credit Agreement was amended, under which (i) Lehman resigned from its capacities as the administrative agent 
and swing line lender, and Deutsche Bank AG New York Branch was appointed as the successor administrative agent, (ii) the swing line credit 
facility was eliminated, and (iii) the revolving credit facility was reduced by $15 million to $100 million.  

The amendment to the Credit Agreement effective November 19, 2010 amended the current credit arrangements by: (a) removing the limit 
on the maximum aggregate consideration that we can spend on acquisitions, (b) expanding our ability to use proceeds from debt offerings to 
include capital expenditures and voluntary prepayments of outstanding amounts under the Credit Agreement, (c) increasing the U.S. letter of 
credit sublimit from $35 million to $50 million, (d) allowing us to enter into commodity hedge agreements (in addition to fluctuations of interest 
rates and foreign exchange rates), (e) increasing the annual maximum amount of permitted dispositions of assets from $20 million to $50 
million, (f) authorizing us to engage in asset swaps, (g) increasing the allowable limit of investments in non-guarantor subsidiaries from $25 
million in total to $30 million annually, and (h) making certain other technical changes and clarifications. All other material terms of the Credit 
Agreement, as amended on October 27, 2009, remain effective.  

All of the obligations under the Credit Agreement are unconditionally guaranteed by each of our domestic subsidiaries. Obligations under 
the Credit Agreement, including the related guarantees, are collateralized by a security interest in substantially all of our domestic assets and our 
U. S. subsidiaries and a pledge of not more than 65% of the total outstanding voting interests of any direct or indirect non-U.S. subsidiary of ours 
that is a “controlled foreign corporation.” Amounts under each term loan facility are due and payable in quarterly installments of increasing 
amounts that began in the first quarter of 2008, with the balance payable in full on October 12, 2013. Amounts due under each revolving credit 
facility will be due and payable on October 12, 2013. We are also required to prepay the term loan facilities with certain amounts generated by 
the sale of assets under certain circumstances, the incurrence of certain debt, and the receipt of certain insurance and condemnation proceeds, in 
each case, to the extent of the proceeds of such event, and with up to 50% of our excess cash flow, with the amount of such excess cash flow 
determined based upon our total leverage ratio. We were not required to make a prepayment of the term loans in 2010.  

As of December 31, 2010 and 2009, there were no borrowings against our $100 million revolving credit facility. Availability on the 
revolving credit facility is reduced by outstanding letters of credit. At December 31, 2010 and 2009, there was $26.8 million and $25.8 million of 
outstanding letters of credit and thus availability on the revolving credit facility totaled approximately $73.2 million and $74.2 million, 
respectively.  

The Credit Agreement contains customary representations and warranties, and contains customary covenants that restrict our ability to, 
among other things (i) incur liens, (ii) incur any indebtedness (including guarantees or other contingent obligations), and (iii) engage in mergers 
and consolidations. The Credit Agreement also requires us to meet certain financial covenants, the most restrictive of which is the required 
senior secured debt ratio. We were in compliance with all restrictive covenants as of December 31, 2010 and 2009.  

The Credit Agreement contains events of default that include (i) our failure to pay principal when due or interest, fees, or other amounts 
after grace periods, (ii) covenant defaults, (iii) our material breach of any representation or warranty, (iv) cross defaults to certain other 
indebtedness,  
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(v) bankruptcy, insolvency, or other similar proceedings, (vi) our inability to pay debts, (vii) judgment defaults of $15 million or more, 
(viii) customary ERISA and environmental defaults, (ix) actual or asserted invalidity of any material provision of the loan documentation or 
impairment of a portion of the collateral, (x) failure of subordinated indebtedness to be validly and sufficiently subordinated, and (xi) a change of 
control.  

Borrowings under the Credit Agreement accrue interest at variable rates, which depend on the type (U.S. dollar or Canadian dollar) and 
duration of the borrowing, plus an applicable margin rate. The weighted-average interest rates, including the effect of interest rate swap 
agreements, on borrowings outstanding against our senior secured credit facility at December 31, 2010 and 2009 were 3.97% and 4.53%, 
respectively. Borrowings against the senior secured credit facility totaled $590.1 million and $595.7 million at December 31, 2010 and 2009, 
respectively, of which $50.0 million and $7.5 million were classified as current maturities, respectively. We also incur commitment fees on the 
unused portion of our revolving credit facility ranging from 0.38% to 0.50%.  

As part of the consideration for business acquisitions completed during 2010, 2009 and 2008, we issued promissory notes totaling 
approximately $5.5 million, $1.2 million and $1.6 million, respectively. The notes bear interest at annual rates of 2.0% to 4.0%, and interest is 
payable at maturity or in monthly installments.  

Note 6. Derivative Instruments and Hedging Activities  

We are exposed to market risks, including the effect of changes in interest rates, foreign currency exchange rates and commodity prices. 
Under our current policies, we use derivatives to manage our exposure to variable interest rates on our Credit Agreement, but we do not attempt 
to hedge our foreign currency and commodity price risks. We do not hold or issue derivatives for trading purposes.  

At December 31, 2010, we had interest rate swap agreements in place to hedge a portion of the variable interest rate risk on our variable 
rate term loans, with the objective of minimizing the impact of interest rate fluctuations and stabilizing cash flows. Beginning on the effective 
dates of the interest rate swap agreements, on a monthly basis through the maturity date, we have paid and will pay the fixed interest rate and 
have received and will receive payment at a variable rate of interest based on the London InterBank Offered Rate (“LIBOR”) on the notional 
amount. The interest rate swap agreements qualify as cash flow hedges, and we have elected to apply hedge accounting for these swap 
agreements. As a result, the effective portion of changes in the fair value of the interest rate swap agreements is recorded in Other 
Comprehensive Income and is reclassified to interest expense when the underlying interest payment has an impact on earnings. The ineffective 
portion of changes in the fair value of the interest rate swap agreements is reported in interest expense.  

The following table summarizes the terms of our interest rate swap agreements as of December 31, 2010:  
   

As of December 31, 2010, the fair market value of the $200 million notional amount swap was a liability of $1.4 million, included in Other 
Accrued Expenses on our Consolidated Balance Sheet. The fair market value of the other swap contracts was an asset of $4.8 million, included 
in Other Assets on our Consolidated Balance Sheet as of December 31, 2010. As of December 31, 2009, the fair market value of the interest rate 
swap contracts was a liability of $10.2 million and was included in Other Accrued Expenses ($5.0 million) and Other Noncurrent Liabilities 
($5.2 million) on our Consolidated Balance Sheet.  
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Notional Amount      Effective Date    Maturity Date    Fixed Interest Rate*   
$ 200,000,000       April 14, 2008    April 14, 2011      4.99 %  
$ 250,000,000       October 14, 2010    October 14, 2015      3.81 %  
$ 100,000,000       April 14, 2011    October 14, 2013      3.34 %  

  
* Includes applicable margin of 2.25% per annum currently in effect under the Credit Agreement 
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The activity related to our interest rate swap agreements is as follows (in thousands):  
   

Within Accumulated Other Comprehensive Income (Loss), we recognized a gain (net of tax) of $2.2 million in 2010, and losses (net of 
tax) of $5.1 million and $8.8 million in 2009 and 2008, respectively. In 2010 and 2009, we reclassified $6.5 million and $7.4 million of losses 
(net of tax) to interest expense from Accumulated Other Comprehensive Income (Loss), respectively.  

As of December 31, 2010, we estimate that $4.3 million of derivative losses (net of tax) included in Accumulated Other Comprehensive 
Income (Loss) will be reclassified into interest expense within the next 12 months.  

Note 7. Fair Value Measurements  

Effective January 1, 2010, we adopted a newly issued accounting standard that clarifies existing disclosure requirements related to the level 
of disaggregation of fair value measurements for each class of assets and liabilities and requires additional disclosures about inputs and valuation 
techniques used to measure fair value for both recurring and nonrecurring Level 2 and Level 3 measurements. As this newly issued accounting 
standard only requires enhanced disclosure, the adoption of this standard did not impact our financial position or results of operations.  

The tables below present information about our assets and liabilities that are measured at fair value on a recurring basis and indicate the 
fair value hierarchy of the valuation techniques we utilized to determine such fair value. The tiers in the fair value hierarchy include: Level 1, 
defined as observable inputs such as quoted market prices in active markets; Level 2, defined as inputs other than quoted prices in active markets 
that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore 
requiring an entity to develop its own assumptions.  
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     Year Ended December 31,   
     2010      2009     2008   

Gain (loss) in Accumulated Other Comprehensive Income (Loss)     $ 3,230       $ (7,994 )    $ (14,494 )  
Loss reclassified to interest expense       10,377         11,595        —      
Hedge ineffectiveness       —           —          —      
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We use the market and income approaches to value our financial assets and liabilities, and there were no changes in valuation techniques 
during the year ended December 31, 2010. Our Level 2 assets and liabilities are valued using inputs from third parties and market observable 
data. We obtain valuation data for the cash surrender value of life insurance and deferred compensation liabilities from third party sources, which 
determine the net asset values for our accounts using quoted market prices, investment allocations and reportable trades. We value the interest 
rate swaps using a third party valuation model that performs a discounted cash flow analysis based on the terms of the contracts and market 
observable inputs such as LIBOR and forward interest rates. The following tables present information about our financial assets and liabilities 
measured at fair value on a recurring basis as of December 31, 2010 and 2009 (in thousands):  
   

The cash surrender value of life insurance and deferred compensation liabilities are included in Other Assets and Other Noncurrent 
Liabilities, respectively, on our Consolidated Balance Sheets.  

Note 8. Commitments and Contingencies  

Operating Leases  

We are obligated under noncancelable operating leases for corporate office space, warehouse and distribution facilities, trucks and certain 
equipment.  
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Balance as  

of December 31, 
 

2010   

   Fair Value Measurements as of December 31, 2010   

          Level 1              Level 2              Level 3       
Assets:              

Cash surrender value of life 
insurance     $ 10,517       $ —         $ 10,517       $ —      

Interest rate swaps       4,815         —           4,815         —      
       

  
       

  
       

  
       

  

Total Assets     $ 15,332       $ —         $ 15,332       $ —      
       

  

       

  

       

  

       

  

Liabilities:              

Deferred compensation liabilities     $ 11,245       $ —         $ 11,245       $ —      
Interest rate swaps       1,416         —           1,416         —      

       
  

       
  

       
  

       
  

Total Liabilities     $ 12,661       $ —         $ 12,661       $ —      
       

  

       

  

       

  

       

  

     
Balance as  

of December 31, 
 

2009   

   Fair Value Measurements as of December 31, 2009   

            Level 1              Level 2              Level 3       
Assets:              

Cash surrender value of life 
insurance     $ 7,323       $ —         $ 7,323       $ —      

       
  

       
  

       
  

       
  

Total Assets     $ 7,323       $ —         $ 7,323       $ —      
       

  

       

  

       

  

       

  

Liabilities:              

Deferred compensation liabilities     $ 7,902       $ —         $ 7,902       $ —      
Interest rate swaps       10,213         —           10,213         —      

       
  

       
  

       
  

       
  

Total Liabilities     $ 18,115       $ —         $ 18,115       $ —      
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The future minimum lease commitments under these leases at December 31, 2010 are as follows (in thousands):  
   

Rental expense for operating leases was approximately $66.9 million, $57.2 million and $49.0 million during the years ended 
December 31, 2010, 2009 and 2008, respectively.  

In connection with the acquisitions of several businesses, we entered into agreements with several sellers of those businesses, some of 
whom became stockholders as a result of those acquisitions, for the lease of certain properties used in our operations. Typical lease terms under 
these agreements include an initial term of five years, with three to five five-year renewal options and purchase options at various times 
throughout the lease periods. We also maintain the right of first refusal concerning the sale of the leased property. Lease payments to an 
employee who became an officer of the Company after the acquisition of his business were approximately $1.0 million, $0.9 million and $0.9 
million during each of the years ended December 31, 2010, 2009 and 2008, respectively.  

We guarantee the residual values of the majority of our truck and equipment operating leases. The residual values decline over the lease 
terms to a defined percentage of original cost. In the event the lessor does not realize the residual value when a piece of equipment is sold, we 
would be responsible for a portion of the shortfall. Similarly, if the lessor realizes more than the residual value when a piece of equipment is 
sold, we would be paid the amount realized over the residual value. Had we terminated all of our operating leases subject to these guarantees at 
December 31, 2010, the guaranteed residual value would have totaled approximately $31.4 million. We have not recorded a liability for the 
guaranteed residual value of equipment under operating leases as the recovery on disposition of the equipment under the leases is expected to 
approximate the guaranteed residual value.  

Litigation and Related Contingencies  

In December 2005 and May 2008, Ford Global Technologies, LLC filed complaints with the International Trade Commission against us 
and others alleging that certain aftermarket parts imported into the U.S. infringed on Ford design patents. The parties settled these matters in 
April 2009 pursuant to a settlement arrangement that expires in September 2011.  

Pursuant to the settlement, we (and our designees) became the sole distributor in the U.S. of aftermarket automotive parts that correspond 
to Ford collision parts that are covered by a U.S. design patent. We have paid Ford an upfront fee for these rights and will pay a royalty for each 
such part we sell. The amortization of the upfront fee and the royalty expenses are reflected in Cost of Goods Sold on the accompanying 
Consolidated Statements of Income.  

We also have certain other contingencies resulting from litigation, claims and other commitments and are subject to a variety of 
environmental and pollution control laws and regulations incident to the ordinary course of business. We currently expect that the resolution of 
such contingencies will not materially affect our financial position, results of operations or cash flows.  
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Years ending December 31:     

2011     $ 62,465    
2012       54,236    
2013       47,860    
2014       37,660    
2015       28,622    
Thereafter       79,800    

       
  

Future Minimum Lease Payments     $ 310,643    
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Note 9. Business Combinations  

During the year ended December 31, 2010, we made 20 acquisitions (16 in the wholesale products business, one in the recycled heavy-
duty truck products business, two self service retail operations and one tire recycling business). Our acquisitions included the purchase of an 
engine remanufacturer, included in the wholesale operating segment, which will allow us to begin vertically integrating our recycled product 
supply chain. We expanded our product offerings through the acquisition of an automotive heating and cooling component business, included in 
the wholesale operating segment, as well as a tire recycling business, which supports all of our operating segments. Our 2010 acquisitions have 
also enabled us to expand our geographic presence, most notably in Canada through our acquisition of Cross Canada, an aftermarket product 
supplier.  

Total consideration for the 2010 acquisitions was $170.4 million, composed of $143.6 million of cash (net of cash acquired), $5.5 million 
of notes payable, $6.4 million of other purchase price obligations (non-interest bearing) and $14.9 million in stock issued (689,655 shares). The 
$14.9 million of common stock was issued in connection with our acquisition of Cross Canada on November 1, 2010. The fair value of common 
stock issued was based on the market price of LKQ stock on the date of issuance. We recorded goodwill of $91.8 million for the 2010 
acquisitions, of which $74.9 million is expected to be deductible for income tax purposes. In the period between the acquisition dates and 
December 31, 2010, the businesses acquired in 2010 generated approximately $83.7 million of revenue and $2.9 million of operating income.  

On October 1, 2009, we acquired Greenleaf Auto Recyclers, LLC (“Greenleaf”) from SSI for $38.8 million, net of cash acquired. 
Greenleaf is the entity through which SSI operated its wholesale recycling business. We recorded a gain on bargain purchase for the Greenleaf 
acquisition totaling $4.3 million in our results of operations for 2009. We believe that we were able to acquire Greenleaf for less than the fair 
value of its assets because of (i) our unique position as market leader in the wholesale recycled auto products market and (ii) SSI’s intent to exit 
its Greenleaf operations. Greenleaf generally was an unprofitable venture throughout its history, which included several different ownership 
groups, and SSI approached us in an effort to sell Greenleaf and exit the wholesale recycled auto products business that no longer fit its strategy. 
With SSI’s intent to exit the wholesale recycled auto products business and our position as the market leader, we were able to agree on a 
favorable purchase price. We finalized the valuation of acquired inventory, accrued liabilities and deferred taxes in 2010. As a result, we 
identified certain immaterial adjustments to the opening balance sheet, which were recorded through the results of operations in 2010.  

Also in 2009, we acquired a 100% interest in each of seven businesses (four in the wholesale parts business and three in the recycled 
heavy-duty truck products business). The aggregate consideration for these seven businesses totaled approximately $29.5 million in cash, net of 
cash acquired, and $1.2 million of debt issued.  

On August 25, 2008, we acquired a 100% equity interest in PYP, an operator of multiple self service facilities in the state of California. 
The consideration for PYP was comprised of $42.0 million in stock issued (2,080,561 shares) and $34.0 million in net cash payments. The total 
cash outflow for PYP included a $3.3 million contingent payment to the former owners based on a share price guarantee for shares sold in the 
market during the month following the acquisition date. The guarantee period was closed as of September 30, 2008. As the payment was based 
on a contingency involving share prices, the $3.3 million has not been included in the cost of the acquired entity for purchase accounting but 
instead reduced additional paid-in capital. During the third quarter of 2009, the final purchase price was reduced by $3.5 million based on the 
resolution of a working capital adjustment. We received $3.5 million from the seller as a result of the adjustment.  

Also in 2008, we acquired a 100% interest in each of seven businesses (four in the wholesale business and three in the recycled heavy-duty 
truck products business). The aggregate consideration for these seven businesses totaled approximately $36.5 million in cash, net of cash 
acquired, $18.0 million in stock issued (838,073 shares) and $1.6 million of debt issued. The $18.0 million of stock issued was related to our 
acquisition of Texas Best Diesel, L.P. on March 4, 2008. For our acquisitions of PYP and Texas Best Diesel, L.P., the shares of common  
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stock were valued at fair value using the average market price over a period ranging from two days before to two days after the date that the 
terms of each acquisition were agreed to and announced.  

The acquisitions are being accounted for under the purchase method of accounting and are included in our consolidated financial 
statements from the dates of acquisition. The purchase prices were allocated to the net assets acquired based upon estimated fair market values at 
the dates of acquisition. In connection with the 2010 acquisitions, the purchase price allocations are preliminary as we are in the process of 
determining the following: 1) valuation amounts for certain of the inventories acquired; 2) valuation amounts for certain intangible assets 
acquired; 3) the fair value of liabilities assumed; and 4) the final estimation of the tax basis of the entities acquired.  

The purchase price allocations for the acquisitions completed during 2010 and 2009 are as follows (in thousands):  
   

The primary reason for our acquisitions made in 2010, 2009 and 2008 was to increase our stockholder value by leveraging our strategy of 
becoming a one-stop provider for alternative vehicle replacement products. These acquisitions enabled us to expand our market presence, expand 
our product offerings and enter new markets. All or substantially all of the employees of these businesses became our employees following 
acquisition. These factors contributed to purchase prices that included, in many cases, a significant amount of goodwill.  
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December 31, 2010 
 

(Preliminary)     December 31, 2009   

Receivables     $ 27,774      $ 9,593    
Receivable reserves       (2,186 )      (2,690 )  
Inventory       38,121        32,895    
Prepaid expenses       1,480        1,273    
Property and equipment       18,517        15,051    
Goodwill       91,757        22,904    
Other intangibles       6,163        230    
Other assets       1,529        519    
Deferred income taxes       2,922        7,969    
Current liabilities assumed       (15,665 )      (11,900 )  
Other noncurrent liabilities assumed       —          (2,025 )  
Other purchase price obligations       (6,359 )      —      
Notes issued       (5,530 )      (1,179 )  
Stock issued       (14,945 )      —      
Gain on bargain purchase       —          (4,339 )  

       
  

      
  

Cash used in acquisitions, net of cash acquired     $ 143,578      $ 68,301    
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The following pro forma summary presents the effect of the businesses acquired during the years ended December 31, 2010 and 2009 as 
though the businesses had been acquired as of January 1, 2009, and is based upon unaudited financial information of the acquired entities (in 
thousands, except per share data):  
   

Unaudited pro forma supplemental information is based upon accounting estimates and judgments that we believe are reasonable. The 
unaudited pro forma supplemental information also includes purchase accounting adjustments, adjustments to depreciation on acquired property 
and equipment, adjustments to interest expense, and the related tax effects. These pro forma results are not necessarily indicative either of what 
would have occurred if the acquisitions had been in effect for the period presented or of future results.  

In January and February 2011, we acquired four businesses: an engine remanufacturer, an automotive heating and cooling component 
distributor, a wholesale recycled parts business and a recycled heavy-duty truck business. The engine remanufacturer, heating and cooling 
component distributor and wholesale recycled products business are included in our wholesale operating segment. These acquisitions will enable 
us to expand our market presence and enter new markets. Additionally, with our purchase of the engine remanufacturer, we will continue to 
build on our presence in the remanufacturing industry, while our acquisition of the heating and cooling component distributor supplements our 
expansion into the heating and cooling aftermarket products market.  

Note 10. Restructuring and Integration Costs  

Cross Canada Integration  

We are undertaking certain restructuring activities in connection with our acquisition of Cross Canada in the fourth quarter of 2010. The 
restructuring plan includes the integration of our existing Canadian aftermarket operations into the Cross Canada business, as well as the 
transition of certain corporate functions to our corporate headquarters and our financial services center in Nashville. Based on our analysis of the 
overlapping facilities, we identified facilities that will be closed in order to eliminate duplicate facilities, which include both aftermarket 
warehouses and corporate locations. Related to the facilities that will be closed, we will terminate certain personnel including drivers, other 
facility personnel and corporate employees. We are finalizing the integration plan, and we expect that these activities will be completed in 2011. 
We expect to incur approximately $1.3 million of charges, including costs related to severance and benefits for terminated employees as well as  
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     Year ended December 31,   
     2010      2009   

Revenue as reported     $ 2,469,881       $ 2,047,942    
Revenue of purchased businesses for the period prior to acquisition       197,550         359,501    

       
  

       
  

Pro forma revenue     $ 2,667,431       $ 2,407,443    
       

  

       

  

Income from continuing operations, as reported     $ 167,118       $ 127,137    
Net income (loss) of purchased businesses for the period prior to acquisition, including pro forma purchase 

accounting adjustments       1,581         (4,908 )  
       

  
       

  

Pro forma income from continuing operations     $ 168,699       $ 122,229    
       

  

       

  

Basic earnings per share from continuing operations, as reported     $ 1.17       $ 0.90    
Effect of purchased businesses for the period prior to acquisition       0.01         (0.03 )  

       
  

       
  

Pro forma basic earnings per share from continuing operations(a)     $ 1.18       $ 0.87    
       

  

       

  

Diluted earnings per share from continuing operations, as reported     $ 1.15       $ 0.88    
Effect of purchased businesses for the period prior to acquisition       0.01         (0.03 )  

       
  

       
  

Pro forma diluted earnings per share from continuing operations(a)     $ 1.16       $ 0.85    
       

  

       

  

  
(a) The sum of the individual earnings per share amounts may not equal the total due to rounding. 
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related facility closure costs. We will record restructuring expense related to lease termination or excess facility costs if we are unable to recover 
the rent from a sublease tenant after we vacate the facilities. These restructuring costs will be expensed as incurred, or in the case of excess 
facility costs, at the cease-use date for the facility.  

Greenleaf Integration  

In 2009, we commenced restructuring and integration efforts in connection with our acquisition of Greenleaf on October 1, 2009. The 
restructuring plan included the integration of the acquired Greenleaf operations into our existing salvage business, which resulted in the 
combination or closure of duplicate facilities and delivery routes. Restructuring and integration expenses associated with the Greenleaf 
acquisition totaled approximately $0.7 million and $0.6 million for the years ended December 31, 2010 and 2009, respectively, and are included 
in restructuring expenses on the accompanying Consolidated Statements of Income. These charges reflected costs related to the closure of 
facilities and severance and related benefits for terminated personnel. The restructuring activities related to the Greenleaf acquisition were 
substantially completed in 2010.  

Keystone Integration  

In 2008 and 2009, we incurred restructuring and integration expenses associated with the Keystone acquisition. The restructuring plan 
included the integration of our existing aftermarket operations into the Keystone business. Restructuring expenses totaled approximately $1.9 
million and $8.6 million for the years ended December 31, 2009 and 2008, respectively, and are included in restructuring expenses on the 
accompanying Consolidated Statements of Income. For the year ended December 31, 2009, these charges include $0.5 million to move inventory 
between facilities and migrate the systems utilized by the LKQ facilities to the Keystone system, $0.5 million of severance and related benefit 
costs and $0.9 million of excess facility costs. For the year ended December 31, 2008, the restructuring charges included costs to move inventory 
between facilities, migrate systems, and standardize processes and procedures totaling $4.0 million. We also recognized $2.2 million of costs 
associated with the future lease commitments for excess facilities due to overlap with acquired Keystone locations and $2.4 million of other 
costs, including severance and related benefits, employee relocation costs and professional fees.  

Note 11. Retirement Plans  

401(k) Plan  

We sponsor a 401(k) defined contribution plan that covers substantially all of our eligible, full time U.S. employees. Contributions to the 
plan are made by both the employee and us. Our contributions are based on the level of employee contributions and are subject to certain vesting 
provisions based upon years of service. Expenses related to this plan totaled approximately $4.8 million, $3.7 million and $4.0 million during 
2010, 2009 and 2008, respectively.  

Nonqualified Deferred Compensation Plan  

We also offer a nonqualified deferred compensation plan to eligible employees who, due to Internal Revenue Service (“IRS”) guidelines, 
may not take full advantage of our 401(k) defined contribution plan. The plan allows participants to defer eligible compensation, subject to 
certain limitations. We will match 50% of the portion of the employee’s contributions that does not exceed 6% of the employee’s eligible 
deferrals. The deferred compensation, together with our matching contributions and accumulated earnings, is accrued and is payable after 
retirement or termination of employment, subject to vesting provisions. Participants may also elect to receive amounts deferred in a given year 
on any plan anniversary five or more years subsequent to the year of deferral. Our matching contributions vest over a four year period and 
totaled $709,000, $457,000 and $39,000 in 2010, 2009 and 2008, respectively, net of allowable transfers into our 401(k) defined contribution 
plan. Total deferred compensation liabilities were approximately $11.2 million and $7.9 million at December 31, 2010 and 2009, respectively.  
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The nonqualified deferred compensation plan is funded under a trust agreement whereby we pay to the trust amounts deferred by 
employees, together with our match, with such amounts invested in life insurance policies carried to meet the obligations under the deferred 
compensation plan. As of December 31, 2010 and 2009, we held 166 and 117 contracts with a face value of $72.7 million and $53.6 million, 
respectively. The cash surrender value of these policies was approximately $10.5 million and $7.3 million at December 31, 2010 and 2009, 
respectively.  

Note 12. Earnings per Share  

The following table sets forth the computation of earnings per share (in thousands, except per share amounts):  
   

The following chart sets forth the number of employee stock-based compensation awards outstanding but not included in the computation 
of diluted earnings per share because their effect would have been antidilutive (in thousands):  
   

Note 13. Income Taxes  

The provision for income taxes consists of the following components (in thousands):  
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     Year Ended December 31,   
     2010      2009      2008   

Income from continuing operations     $ 167,118       $ 127,137       $ 97,092    
       

  

       

  

       

  

Denominator for basic earnings per share—Weighted-average shares outstanding       143,271         140,541         136,488    
Effect of dilutive securities:           

Stock options       2,559         3,438         4,426    
Restricted stock       27         11         109    

       
  

       
  

       
  

Denominator for diluted earnings per share—Adjusted weighted-average shares outstanding       145,857         143,990         141,023    
       

  

       

  

       

  

Basic earnings per share from continuing operations     $ 1.17       $ 0.90       $ 0.71    
       

  

       

  

       

  

Diluted earnings per share from continuing operations     $ 1.15       $ 0.88       $ 0.69    
       

  

       

  

       

  

     Year Ended December 31,   
     2010      2009      2008   

Antidilutive securities:           

Stock options       2,857         1,398         1,404    
Restricted stock       40         —           —      

     Year Ended December 31,   
     2010      2009      2008   

Current:           

Federal     $ 75,009       $ 58,854       $ 38,294    
State       16,552         12,619         9,099    
Foreign       2,483         825         1,113    

       
  

       
  

       
  

     94,044         72,298         48,506    
Deferred       8,963         5,882         13,535    

       
  

       
  

       
  

Provision for income taxes     $ 103,007       $ 78,180       $ 62,041    
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Income taxes have been based on the following components of income from continuing operations before provision for income taxes (in 
thousands):  
   

The U.S. federal statutory rate is reconciled to the effective tax rate as follows:  
   

We do not provide for U.S. federal income taxes on the undistributed earnings of our foreign subsidiaries because such earnings are 
reinvested and it is our intention that the earnings will be reinvested indefinitely.  

The 2010 effective tax rate also included a $1.5 million adjustment related to the revaluation of deferred taxes in connection with a legal 
entity reorganization in the first quarter. The 2009 effective tax rate included a benefit related to the recognition of a $4.3 million non-taxable 
gain on a bargain purchase for our acquisition of Greenleaf in October 2009.  
   

76  

     Year Ended December 31,   
     2010      2009      2008   

Domestic     $ 264,438       $ 202,558       $ 154,453    
Foreign       5,687         2,759         4,680    

       
  

       
  

       
  

   $ 270,125       $ 205,317       $ 159,133    
       

  

       

  

       

  

     Year Ended December 31,   
         2010             2009             2008       

U.S. federal statutory rate       35.0 %      35.0 %      35.0 %  
State income taxes, net of federal tax impact       4.0        4.7        4.2    
Non-deductible expenses       0.3        0.5        0.5    
Revaluation of deferred taxes       (0.5 )      —          —      
State tax credits       (0.6 )      (0.6 )      (0.7 )  
Provision for unrecognized tax benefits       0.2        0.4        0.6    
Tax benefit related to closure of prior years’  tax audits or statutes of limitations       (0.5 )      (0.5 )      (0.3 )  
Non-taxable gain on bargain purchase       —          (0.8 )      —      
Other, net       0.2        (0.6 )      (0.3 )  

       
  

      
  

      
  

Effective tax rate       38.1 %      38.1 %      39.0 %  
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The significant components of our deferred tax assets and liabilities are as follows (in thousands):  
   

Deferred tax assets and liabilities are reflected on our Consolidated Balance Sheets as follows (in thousands):  
   

At December 31, 2010 and 2009, we had net operating loss carryforwards for federal and certain of our state tax jurisdictions, the tax 
benefits of which total approximately $4.7 million and $6.2 million, respectively. At December 31, 2010 and 2009, we also had tax credit 
carryforwards of $1.4 million and $1.0 million, respectively, related to certain of our state tax jurisdictions. A $2.6 million valuation allowance 
has been established for a portion of the deferred tax assets related to net operating loss and credit carryforwards. The valuation allowance for 
net operating loss and tax credit carryforwards increased by $1.1 million, primarily due to a change in judgment regarding the realization of 
certain state tax credit carryforwards. The net operating loss carryforwards expire over the period from 2011 through 2030, while nearly all of 
the tax credit carryforwards have no expiration. Realization of these deferred tax assets is dependent on the generation of sufficient taxable 
income prior to the expiration dates. Based on historical and projected operating results, management believes that it is more likely than not that 
earnings will be sufficient to realize the deferred tax assets for which valuation allowances have not been provided. While we expect to realize 
the deferred tax assets, net of valuation allowances, changes in estimates of future taxable income or in tax laws may alter this expectation.  
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     December 31,   
     2010     2009   

Deferred Tax Assets:       

Accrued expenses and reserves     $ 17,379      $ 17,632    
Inventory       16,409        11,113    
Accounts receivable       9,330        8,572    
Net operating loss carryforwards       4,681        6,183    
Stock based compensation       6,609        4,324    
Unrecognized tax benefits       1,657        3,944    
Interest rate swaps       —          3,677    
Qualified and nonqualified retirement plans       4,422        3,479    
Long term incentive plan       1,889        999    
Other       2,015        2,345    

       
  

      
  

     64,391        62,268    
Less valuation allowance       (2,607 )      (1,462 )  

       
  

      
  

Total deferred tax assets     $ 61,784      $ 60,806    
       

  

      

  

Deferred Tax Liabilities:       

Goodwill and other intangible assets     $ 38,648      $ 27,598    
Trade name       23,695        26,639    
Property and equipment       29,049        24,978    
Other       3,945        1,953    

       
  

      
  

Total deferred tax liabilities     $ 95,337      $ 81,168    
       

  

      

  

Net deferred tax liability     $ (33,553 )    $ (20,362 )  
       

  

      

  

     December 31,   
     2010      2009   

Current deferred tax assets     $ 32,506       $ 31,847    
Noncurrent deferred tax liabilities       66,059         52,209    



Table of Contents  

A reconciliation of the beginning and ending amount of gross unrecognized tax benefits is as follows (in thousands):  
   

At December 31, 2010 and 2009, we have accumulated interest and penalties included in gross unrecognized tax benefits of $1.1 million 
and $1.4 million, respectively. Of these amounts, $0.2 million and $0.3 million were recorded through the income tax provision during 2010 and 
2009, respectively, prior to any reversals for lapses in the statutes of limitations. We have a deferred tax asset of $0.3 million related to the 
accumulated interest balance as of December 31, 2010. The amount of the unrecognized tax benefits, which if resolved favorably (in whole or in 
part) would reduce our effective tax rate, is approximately $3.8 million and $4.6 million at December 31, 2010 and 2009, respectively. The 
balance of unrecognized tax benefits at December 31, 2010 and 2009 also includes $1.6 million and $3.9 million, respectively, of tax benefits 
that, if recognized, would result in adjustments to deferred taxes.  

During the twelve months beginning January 1, 2011, it is reasonably possible that we will reduce gross unrecognized tax benefits by up to 
approximately $1.3 million, of which approximately $0.9 million would impact our effective tax rate, primarily as a result of the expiration of 
certain statutes of limitations.  

Tax years after 2006 remain subject to examination by the IRS. We are currently the subject of income tax audits by various states for prior 
tax years. Adjustments from such audits, if any, are not expected to have a material effect on our consolidated financial statements.  

Note 14. Accumulated Other Comprehensive Income (Loss)  

The components of accumulated other comprehensive income (loss) are as follows (in thousands):  
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     2010     2009     2008   

Balance at January 1     $ 8,526      $ 7,949      $ 5,857    
Additions based on tax positions related to the current year       713        1,811        1,419    
Additions for tax positions of prior years       281        483        416    
Reductions for tax positions of prior years       (86 )      (90 )      (119 )  
Reductions for tax positions of prior years—timing differences       (2,041 )      —          —      
Lapse of statutes of limitations       (1,952 )      (1,489 )      (577 )  
Settlements with taxing authorities       —          (138 )      —      
Increase related to acquisition of Keystone       —          —          953    

       
  

      
  

      
  

Balance at December 31     $ 5,441      $ 8,526      $ 7,949    
       

  

      

  

      

  

     

Foreign  
Currency  

Translation     

Unrealized Gain 
 

(Loss)  
on Pension Plan     

Unrealized (Loss) 
 

Gain  
on Interest Rate  

Swaps     

Accumulated  
Other  

Comprehensive 
 

Income (Loss)   
Balance at January 1, 2008     $ 619      $ —        $ —        $ 619    

Pretax (loss) income       (5,686 )      236        (14,494 )      (19,944 )  
Income tax (expense) benefit       —          (92 )      5,653        5,561    

       
  

      
  

      
  

      
  

Balance at December 31, 2008       (5,067 )      144        (8,841 )      (13,764 )  
Pretax income (loss)       4,191        (211 )      (7,994 )      (4,014 )  
Income tax benefit       —          82        2,878        2,960    
Reversal of unrealized loss       —          —          11,595        11,595    
Reversal of deferred income taxes       —          —          (4,174 )      (4,174 )  

       
  

      
  

      
  

      
  

Balance at December 31, 2009       (876 )      15        (6,536 )      (7,397 )  
Pretax income (loss)       3,078        —          3,230        6,308    
Income tax expense       —          —          (1,054 )      (1,054 )  
Reversal of unrealized (gain) loss       —          (15 )      10,377        10,362    
Reversal of deferred income taxes       —          —          (3,841 )      (3,841 )  

       
  

      
  

      
  

      
  

Balance at December 31, 2010     $ 2,202      $ —        $ 2,176      $ 4,378    
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Note 15. Long Term Incentive Plan  

On January 26, 2006, our Board of Directors approved, and our stockholders approved at the annual meeting on May 8, 2006, the LKQ 
Corporation Long Term Incentive Plan. The purpose of the Long Term Incentive Plan is to offer certain key employees the opportunity to 
receive long-term performance rewards. Performance periods begin on January 1 and end on December 31 of the third calendar year thereafter. 
Performance awards are equal to the participant’s base salary (at the end of the applicable performance period) multiplied by an “Award 
Percentage.” A participant’s Award Percentage is determined by three components: the growth over the performance period of each of the 
Company’s earnings per share, total revenue, and return on equity. The Compensation Committee of our Board of Directors will determine for 
each participant the range of Award Percentages based on different growth scenarios of the components. One half of any performance award 
achieved is payable promptly after the end of the performance period. A participant must be an employee of the Company at the end of the 
performance period to be eligible for the first 50% payment. The other half of the performance award is deferred and vests in three equal 
installments on each one year anniversary of the end of the performance period. A participant must be an employee (or in some cases a 
consultant for us) on each such anniversary date to be eligible for the respective deferred payment, unless the participant is not an employee as a 
result of death, total disability or normal retirement at age 65, in which case the participant (or his or her estate) will be entitled to all of the 
deferred payments upon such death, disability or retirement. Interest on the deferred portion of the performance award accrues at the prime rate 
and is payable to the participant at the same time as the deferred installments are paid. We have recorded expense related to this plan totaling 
approximately $3.5 million, $3.4 million and $1.1 million during the years ended December 31, 2010, 2009 and 2008, respectively.  

Note 16. Selected Quarterly Data (unaudited)  

The following table represents unaudited selected quarterly financial data for the two years ended December 31, 2010. The operating 
results for any quarter are not necessarily indicative of the results for any future period.  
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     Quarter Ended   
     Mar. 31      Jun. 30      Sep. 30     Dec. 31   
     (In thousands, except per share data)   

2009             

Revenue     $ 510,870       $ 486,355       $ 494,812      $ 555,905    
Gross margin       229,571         220,248         225,104        252,890    
Operating income       60,921         54,757         56,045        59,725    

Income from continuing operations       32,018         28,455         30,141        36,523    
Income (loss) from discontinued operations       286         402         (986 )      682    
Net income       32,304         28,857         29,155        37,205    
Basic earnings per share from continuing operations       0.23         0.20         0.21        0.26    
Diluted earnings per share from continuing operations       0.22         0.20         0.21        0.25    

     Quarter Ended   
     Mar. 31      Jun. 30      Sep. 30     Dec. 31   
     (In thousands, except per share data)   

2010             

Revenue     $ 603,516       $ 584,681       $ 607,621      $ 674,063    
Gross margin       283,290         261,266         261,424        287,500    
Operating income       89,929         69,609         65,207        73,132    

Income from continuing operations       51,983         37,906         35,901        41,328    
Income from discontinued operations       1,953         —           —          —      
Net income       53,936         37,906         35,901        41,328    
Basic earnings per share from continuing operations       0.37         0.27         0.25        0.29    
Diluted earnings per share from continuing operations       0.36         0.26         0.25        0.28    

  
(1) Includes the results of operations of Greenleaf since our acquisition of Greenleaf on October 1, 2009. The fourth quarter income from 

continuing operations and net income include a $4.3 million gain on bargain purchase related to the Greenleaf acquisition. 

(2) The sum of the quarters may not equal the total of the respective year’s earnings per share on either a basic or diluted basis due to changes 
in weighted average shares outstanding throughout the year. 

(1) 

(2) 

(2) 

(2) 

(2) 
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None.  

   

Evaluation of Disclosure Controls and Procedures  

As of December 31, 2010, the end of the period covered by this report, an evaluation was carried out under the supervision and with the 
participation of LKQ Corporation’s management, including Mr. Holsten, our Chief Executive Officer at that date, Mr. Wagman, who became 
Co-Chief Executive Officer together with Mr. Holsten on January 1, 2011, and our Chief Financial Officer, of our “disclosure controls and 
procedures” (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934). Based upon that evaluation, our Co-Chief Executive 
Officers and Chief Financial Officer concluded that the design and operation of these disclosure controls and procedures were effective to ensure 
that the Company is able to collect, process and disclose, within the required time periods, the information we are required to disclose in the 
reports we file with the Securities and Exchange Commission.  

Report of Management on Internal Control over Financial Reporting dated February 25, 2011  

Management of LKQ Corporation and subsidiaries (the “Company”) is responsible for establishing and maintaining adequate internal 
control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal 
control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with accounting principles generally accepted in the United States. 
Internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable 
detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company, (ii) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, 
and that receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the 
Company, and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
Company’s assets that could have a material effect on the Company’s financial statements.  

Internal control over financial reporting includes the controls themselves, monitoring and internal auditing practices and actions taken to 
correct deficiencies as identified. Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate.  

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2010. Management 
based this assessment on criteria for effective internal control over financial reporting described in Internal Control—Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Management’s assessment included an evaluation of the 
design of the Company’s internal control over financial reporting and testing of the operational effectiveness of its internal control over financial 
reporting. Management reviewed the results of its assessment with the Audit Committee of the Company’s Board of Directors.  

Based on this assessment, management determined that, as of December 31, 2010, the Company maintained effective internal control over 
financial reporting. Deloitte & Touche LLP, independent registered public accounting firm, who audited and reported on the consolidated 
financial statements of the Company included in this report, has issued an attestation report on the effectiveness of our internal control over 
financial reporting as of December 31, 2010.  
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE 

ITEM 9A. CONTROLS AND PROCEDURES 
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Changes in Internal Control over Financial Reporting  

There was no change in the Company’s internal control over financial reporting that occurred during the Company’s most recently 
completed fiscal quarter that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial 
reporting.  
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

To the Board of Directors and Stockholders of LKQ Corporation:  

We have audited the internal control over financial reporting of LKQ Corporation and subsidiaries (the “Company”) as of December 31, 
2010, based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. The Company’s management is responsible for maintaining effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Report of Management on Internal 
Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on 
our audit.  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial 
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a 
reasonable basis for our opinion.  

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial 
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as 
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and 
(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements.  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, 
projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that the 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate.  

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 
2010, based on the criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission.  

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated financial statements and financial statement schedule of the Company as of and for the year ended December 31, 2010 and our 
report dated February 25, 2011 expressed an unqualified opinion on those financial statements and financial statement schedule.  
   

Chicago, Illinois  
February 25, 2011  
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/s/    DELOITTE & TOUCHE LLP  
Deloitte & Touche LLP  
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None.  
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PART III  
   

Directors  

The information appearing under the caption “Election of our Board of Directors” in our Proxy Statement for the Annual Meeting of 
Stockholders to be held May 2, 2011 (the “Proxy Statement”) is incorporated herein by reference.  

Executive Officers  

Our executive officers, their ages at December 31, 2010, and their positions with us are set forth below. Our executive officers are elected 
by and serve at the discretion of our Board of Directors.  
   

Joseph M. Holsten joined us in November 1998 as our President and Chief Executive Officer. He was elected to our Board of Directors in 
February 1999. In November 2010, Mr. Holsten was appointed Vice Chairman of our Board of Directors. On January 1, 2011, his officer 
position changed to Co-Chief Executive Officer. Prior to joining us, Mr. Holsten held various positions of increasing responsibility with the 
North American and International operations of Waste Management, Inc. for approximately 17 years. From February 1997 until July 1998, 
Mr. Holsten served as Executive Vice President and Chief Operating Officer of Waste Management, Inc. From July 1995 until February 1997, 
he served as Chief Executive Officer of Waste Management International, plc where his responsibility was to streamline operating activities. 
Prior to working for Waste Management, Mr. Holsten was staff auditor at a public accounting firm. Mr. Holsten also serves as a member of the 
Board of Directors of Covanta Holding Corporation, a holding company in the energy-from-waste solutions and insurance products business.  

Robert L. Wagman was elected our President and Co-Chief Executive Officer on January 1, 2011. Prior thereto, he had been our Senior 
Vice President of Operations—Wholesale Parts Division, with oversight of our late model recycled product operations, our aftermarket product 
operations, and our refinished bumper cover and wheel operations, since August 2009. Prior thereto, from October 1998, Mr. Wagman managed 
our insurance company relationships, and from February 2004, added to his responsibilities the oversight of our aftermarket product 
operations. He was elected our Vice President of Insurance Services and Aftermarket Operations in August 2005. Before joining us, 
Mr. Wagman served from April 1995 to October 1998 as the Outside Sales Manager of Triplett Auto Parts, Inc., a recycled auto parts company 
that we acquired in July 1998. He started in our industry in 1987 as an Account Executive for Copart Auto Auctions, a processor and seller of 
salvage vehicles through auctions.  

John S. Quinn has been our Executive Vice President and Chief Financial Officer since November 2009. Prior to joining our Company, he 
was the Senior Vice President, Chief Financial Officer and Treasurer of Casella Waste Systems, Inc., a company in the solid waste management 
services industry, since January 2009. Before joining Casella, he was an officer of Allied Waste Industries, Inc., a company also in the solid 
waste management services industry, from January 2001 to January 2009, including Senior Vice President of Finance from January 2005 to 
January 2009, Controller and Chief Accounting Officer from November 2006 to September 2007 and Vice President Financial Analysis and 
Planning from January 2003 to January 2005.  
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE 

Name    Age      Position 

Joseph M. Holsten       58       Co-Chief Executive Officer and Vice Chairman of the Board 
Robert L. Wagman       46       President and Co-Chief Executive Officer 
John S. Quinn       52       Executive Vice President and Chief Financial Officer 
Walter P. Hanley       44       Senior Vice President—Development, Associate General Counsel and Assistant Secretary 
Victor M. Casini       48       Senior Vice President, General Counsel, Secretary and Director 
Frank P. Erlain       55       Vice President—Finance and Controller 
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Walter P. Hanley joined us in December 2002 as our Vice President of Development, Associate General Counsel and Assistant Secretary. 
In December 2005, he became our Senior Vice President of Development. Mr. Hanley served as Senior Vice President, General Counsel and 
Secretary of Emerald Casino, Inc., an owner of a license to operate a riverboat casino in the State of Illinois, from June 1999 until August 2002. 
In January 2001, the Illinois Gaming Board issued an initial decision seeking to revoke Emerald’s license. In July 2002, certain creditors filed a 
bankruptcy petition against Emerald. The bankruptcy court confirmed a plan of reorganization in July 2004. The Illinois Gaming Board reversed 
its initial decision to support the plan of reorganization and in May 2005 revoked Emerald’s license. The bankruptcy case and a related adversary 
proceeding (in which Mr. Hanley is a defendant) are pending. Mr. Hanley served as Senior Vice President, General Counsel and Secretary of 
Blue Chip Casino, Inc., an owner and operator of a riverboat gaming vessel in Michigan City, Indiana, from July 1996 until November 1999. 
Mr. Hanley served as Vice President and Associate General Counsel of Flynn Enterprises, Inc., a venture capital, hedging and consulting firm 
that is wholly owned by our Chairman of the Board, Donald F. Flynn, from May 1995 until February 1998 and as Associate General Counsel of 
Discovery Zone, Inc., an operator and franchisor of family entertainment centers, from March 1993 until May 1995 when Viacom Inc. acquired 
ownership and management control of Discovery Zone. Prior to March 1993, Mr. Hanley practiced corporate and securities law with the law 
firm of Bell, Boyd & Lloyd LLP in Chicago, Illinois.  

Victor M. Casini has been our Vice President, General Counsel and Secretary since our inception in February 1998. He was elected Senior 
Vice President in March 2008. Since July 1992, Mr. Casini also has been Executive Vice President and General Counsel of Flynn Enterprises, 
Inc. Mr. Casini served as Senior Vice President, General Counsel and Secretary of Discovery Zone from July 1992 until May 1995 when 
Viacom Inc. acquired ownership and management control of Discovery Zone. Prior to July 1992, Mr. Casini practiced corporate and securities 
law with the law firm of Bell, Boyd & Lloyd LLP in Chicago, Illinois for more than five years.  

Frank P. Erlain has been our Vice President—Finance and Controller since our inception in February 1998. Mr. Erlain served as a Vice 
President of Flynn Enterprises, Inc. from 1995 to 1999. Prior to joining Flynn Enterprises, Mr. Erlain served as Vice President and Controller of 
Discovery Zone, Inc. from September 1992 until May 1995 when Viacom Inc. acquired ownership and management control of Discovery Zone. 
Mr. Erlain remained as part of a transition team at Discovery Zone until August 1995. Mr. Erlain served as Controller of Peterson Consulting 
from 1990 until 1992, and as Controller/Treasurer (from 1985 to 1988) and Director, Information Services (from 1988 to 1990) for Hammacher 
Schlemmer & Co., a national cataloger and retailer. Mr. Erlain joined Cadlinc, Inc., a start-up firm serving the computer-aided manufacturing 
market, as Controller in 1984. Prior to 1984, Mr. Erlain, a certified public accountant, worked in public accounting for more than nine years.  

Code of Ethics  

A copy of our Code of Ethics for Financial Officers is available free of charge through our website at www.lkqcorp.com.  

Section 16 Compliance  

Information appearing under the caption “Other Information—Section 16(a) Beneficial Ownership Reporting Compliance” in the Proxy 
Statement is incorporated herein by reference.  

Audit Committee  

Information appearing under the caption “Corporate Governance—Meetings and Committees of the Board—Audit Committee” in the 
Proxy Statement is incorporated herein by reference.  
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Information appearing under the captions “Director Compensation—Director Compensation Table,” “Executive Compensation—
Compensation Discussion and Analysis,” “Corporate Governance—Compensation Committee Interlocks and Insider Participation” and 
“Executive Compensation—Compensation Tables” in the Proxy Statement is incorporated herein by reference.  

   

Information appearing under the caption “Other Information—Principal Stockholders” in the Proxy Statement and appearing under the 
caption “Equity Compensation Plan Information” in Item 5 of this Annual Report is incorporated herein by reference.  

   

Information appearing under the captions “Other Information—Certain Transactions,” “Election of Our Board of Directors” and 
“Corporate Governance—Director Independence” in the Proxy Statement is incorporated herein by reference.  

   

Information appearing under the caption “Appointment of Our Independent Registered Public Accounting Firm—Audit Fees and Non-
Audit Fees” and “Appointment of Our Independent Registered Public Accounting Firm—Policy on Audit Committee Approval of Audit and 
Non-Audit Services” in the Proxy Statement is incorporated herein by reference.  
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ITEM 11. EXECUTIVE COMPENSATION 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND  MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND  DIRECTOR INDEPENDENCE 

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 
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PART IV  
   

(a)(1) Financial Statements  

Reference is made to the information set forth in Part II, Item 8 of this Report, which information is incorporated herein by reference.  

(a)(2) Financial Statement Schedules  

Other than as set forth below, all schedules for which provision is made in the applicable accounting regulations of the SEC have been 
omitted because they are not required under the related instructions, are not applicable, or the information has been provided in the consolidated 
financial statements or the notes thereto.  

Schedule II—Valuation and Qualifying Accounts and Reserves  
   

(a)(3) Exhibits  

The exhibits to this Annual Report are listed in Item 15(b) of this Annual Report. Included in the exhibits listed therein are the following 
exhibits which constitute management contracts or compensatory plans or arrangements:  
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 

Descriptions    

Balance at  
Beginning of 

 
Period      

Additions  
Charged to 

 
Costs and  
Expenses      

Acquisitions and 
 

Other      Deductions     

Balance at End 
 

of Period   
     (in thousands)   

ALLOWANCE FOR DOUBTFUL 
ACCOUNTS:                

Year ended December 31, 2008     $ 4,329       $ 6,948       $ 648       $ (6,168 )    $ 5,757    
Year ended December 31, 2009       5,757         5,102         831         (5,183 )      6,507    
Year ended December 31, 2010       6,507         4,326         1,125         (5,063 )      6,895    

ALLOWANCE FOR ESTIMATED 
RETURNS, DISCOUNTS & 
ALLOWANCES:                

Year ended December 31, 2008     $ 7,531       $ 409,778       $ 2,544       $ (408,684 )    $ 11,169    
Year ended December 31, 2009       11,169         469,178         1,915         (466,460 )      15,802    
Year ended December 31, 2010       15,802         541,314         1,061         (539,992 )      18,185    

10.1     LKQ Corporation Amended and Restated Stock Option and Compensation Plan for Non-Employee Directors, as amended. 

10.2     LKQ Corporation 1998 Equity Incentive Plan, as amended. 

10.3     LKQ Corporation 401(k) Plus Plan dated August 1, 1999. 

10.4     Amendment to LKQ Corporation 401(k) Plus Plan. 

10.5     Trust for LKQ Corporation 401(k) Plus Plan. 

10.6     LKQ Corporation Employees’  Retirement Plan, as amended and restated as of January 1, 2010. 

10.7     Trust Agreement for LKQ Corporation Employees’  Retirement Plan. 

10.8     LKQ Corporation 401(k) Plus Plan II as amended and restated effective as of January 1, 2011. 
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(b) Exhibits  
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10.9     Form of LKQ Corporation Award Agreement for options granted under the 1998 Equity Incentive Plan. 

10.10     Form of Indemnification Agreements between directors and officers of LKQ Corporation and LKQ Corporation. 

10.11     Form of LKQ Corporation Executive Officer 2009 Bonus Program. 

10.12     Form of LKQ Corporation Executive Officer 2010 Bonus Program. 

10.13     LKQ Corporation Long Term Incentive Plan. 

10.14     Form of LKQ Corporation Restricted Stock Agreement. 

10.15     Consulting Agreement, as amended and restated, dated as of May 21, 2009 between LKQ Corporation and Joseph M. Holsten. 

10.16  
   

Amendment Agreement dated as of January 31, 2011 to the Consulting Agreement between LKQ Corporation and Joseph M. 
Holsten dated as of May 21, 2009. 

10.19     Change of Control Agreement dated as of December 6, 2010 between LKQ Corporation and Joseph M. Holsten. 

10.20     Change of Control Agreement dated as of December 6, 2010 between LKQ Corporation and Robert L. Wagman. 

10.21     Change of Control Agreement dated as of December 6, 2010 between LKQ Corporation and John S. Quinn. 

10.22     Change of Control Agreement dated as of December 6, 2010 between LKQ Corporation and Walter P. Hanley. 

10.23     Change of Control Agreement dated as of December 6, 2010 between LKQ Corporation and Victor M. Casini. 

10.24     Form of LKQ Corporation Restricted Stock Unit Agreement. 

3.1  
   

Certificate of Incorporation of LKQ Corporation, as amended to date (incorporated herein by reference to Exhibit 3.1 (iii) to the 
Company’s report on Form 10-K for the fiscal year ended December 31, 2003). 
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INTRODUCTION  

The Primary Employer previously established a retirement plan on August 1, 1999.  

Global Trade Alliance, Inc. previously established the Global Trade Alliance, Inc. 401(k) Plan on January 1, 1993; Keystone Automotive 
Industries, Inc. previously established the Keystone 401(k) Retirement Plan on January 1, 1996; Bodymaster Auto Parts, Inc. previously 
established the Bodymaster Auto Parts, Inc. 401(k) Plan on January 1, 1997; and Pick Your Part Auto Wrecking previously established the Pick 
Your Part Retirement Savings Plan on January 1, 1996.  

The Primary Employer was of the opinion that the Global Trade Alliance, Inc. 401(k) Plan and the Keystone 401(k) Retirement Plan 
should be merged with the LKQ Corporation Employees’ Retirement Plan effective September 1, 2008; the Bodymaster Auto Parts, Inc. 401(k) 
Plan should be merged with the the LKQ Corporation Employees’ Retirement Plan effective September 3, 2008; and the Pick Your Part 
Retirement Savings Plan should be merged with the the LKQ Corporation Employees’ Retirement Plan effective January 1, 2009. The plans 
were merged as of each applicable effective date and the the LKQ Corporation Employees’ Retirement Plan became in lieu of the prior plan 
documents.  

The Primary Employer is of the opinion that the plan should be changed. It believes that the best means to accomplish these changes is to 
completely restate the plan’s terms, provisions and conditions. The restatement, effective January 1, 2010, is set forth in this document and is 
substituted in lieu of the prior document with the exception of any good faith compliance amendment and any model amendment. Such 
amendment(s) shall continue to apply to this restated plan until such provisions are integrated into the plan or such amendment(s) are superseded 
by another amendment.  

The restated plan continues to be for the exclusive benefit of employees of the Employer. All persons covered under the plan on 
December 31, 2009, shall continue to be covered under the restated plan with no loss of benefits.  

It is intended that the plan, as restated, shall qualify as a profit sharing plan under the Internal Revenue Code of 1986, including any later 
amendments to the Code.  

This plan includes the statutory, regulatory, and guidance changes specified in the 2009 Cumulative List of Changes in Plan Qualification 
Requirements (2009 Cumulative List) contained in Internal Revenue Service Notice 2009-98 and the qualification requirements and guidance 
published before the issuance of such list. The provisions of this plan apply as of the effective date of the restatement unless otherwise specified.  
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ARTICLE I  

FORMAT AND DEFINITIONS  

SECTION 1.01—FORMAT.  

Words and phrases defined in the DEFINITIONS SECTION of Article I shall have that defined meaning when used in this Plan, unless the 
context clearly indicates otherwise.  

These words and phrases have an initial capital letter to aid in identifying them as defined terms.  

SECTION 1.02—DEFINITIONS.  

Account means, for a Participant, his share of the Plan Fund. Separate accounting records are kept for those parts of his Account that result 
from:  

   

   

   

   

   

If the Participant’s Vesting Percentage is less than 100% as to any of the Employer Contributions, a separate accounting record will be kept 
for any part of his Account resulting from such Employer Contributions and, if there has been a prior Forfeiture Date, from such 
Contributions made before a prior Forfeiture Date.  

A Participant’s Account shall be reduced by any distribution of his Vested Account and by any Forfeitures. A Participant’s Account shall 
participate in the earnings credited, expenses charged, and any appreciation or depreciation of the Investment Fund. His Account is subject 
to any minimum guarantees applicable under the Annuity Contract or other investment arrangement and to any expenses associated 
therewith.  

Accrual Computation Period means a consecutive 12-month period ending on the last day of each Plan Year, including corresponding 
consecutive 12-month periods before August 1, 1999.  

ACP Test means the nondiscrimination test described in Code Section 401(m)(2) as provided for in subparagraph (d) of the EXCESS 
AMOUNTS SECTION of Article III.  

Active Participant means an Eligible Employee who is actively participating in the Plan according to the provisions in the ACTIVE 
PARTICIPANT SECTION of Article II.  

Adopting Employer means an employer which is a Controlled Group member and which is listed in the ADOPTING EMPLOYERS - 
SINGLE PLAN SECTION of Article II or in the attached participation agreement.  

   

  (a) Pre-tax Elective Deferral Contributions 

  (b) Matching Contributions 

  (c) Qualified Nonelective Contributions 

  (d) Other Employer Contributions 

  (e) Rollover Contributions 
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ADP Test means the nondiscrimination test described in Code Section 401(k)(3) as provided for in subparagraph (c) of the EXCESS 
AMOUNTS SECTION of Article III.  

Affiliated Service Group means any group of corporations, partnerships or other organizations of which the Employer is a part and which 
is affiliated within the meaning of Code Section 414(m) and the regulations thereunder. Such a group includes at least two organizations 
one of which is either a service organization (that is, an organization the principal business of which is performing services), or an 
organization the principal business of which is performing management functions on a regular and continuing basis. Such service is of a 
type historically performed by employees. In the case of a management organization, the Affiliated Service Group shall include 
organizations related, within the meaning of Code Section 144(a)(3), to either the management organization or the organization for which 
it performs management functions. The term Controlled Group, as it is used in this Plan, shall include the term Affiliated Service Group.  

Alternate Payee means any spouse, former spouse, child, or other dependent of a Participant who is recognized by a qualified domestic 
relations order as having a right to receive all, or a portion of, the benefits payable under the Plan with respect to such Participant.  

Annual Compensation means, for a Plan Year, the Employee’s Compensation for the Compensation Year ending with or within the 
consecutive 12-month period ending on the last day of the Plan Year.  

Annuity Contract means the annuity contract or contracts into which the Trustee or the Primary Employer enters with the Insurer for 
guaranteed benefits, for the investment of Contributions in separate accounts, and for the payment of benefits under this Plan.  

Annuity Starting Date means, for a Participant, the first day of the first period for which an amount is payable as an annuity or any other 
form.  

Beneficiary means the person or persons named by a Participant to receive any benefits under the Plan when the Participant dies. See the 
BENEFICIARY SECTION of Article X.  

Catch-up Contributions means Elective Deferral Contributions made to the Plan that are in excess of an otherwise applicable Plan limit 
and that are made by Participants who are age 50 or older by the end of the taxable year. An otherwise applicable Plan limit is a limit in the 
Plan that applies to Elective Deferral Contributions without regard to Catch-up Contributions, such as the limits on the Maximum Annual 
Additions, as defined in the CONTRIBUTION LIMITATION SECTION of Article III, the dollar limitation on Elective Deferral 
Contributions under Code Section 402(g) (not counting Catch-up Contributions), and the limit imposed by the ADP Test.  

Catch-up Contributions are not subject to the limits on the Maximum Annual Additions, as defined in the CONTRIBUTION 
LIMITATION SECTION of Article III, are not counted in the ADP Test, and are not counted in determining the minimum allocation 
under Code Section 416 (but Catch-up Contributions made in prior years are counted in determining whether the Plan is top-heavy).  

Claimant means any person who makes a claim for benefits under this Plan. See the CLAIM PROCEDURES SECTION of Article IX.  

Code means the Internal Revenue Code of 1986, as amended.  
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Compensation means, except for purposes of the CONTRIBUTION LIMITATION SECTION of Article III and Article XI, the total 
earnings, except as modified in this definition, from the Employer or a Predecessor Employer that did not maintain this Plan during any 
specified period. Earnings from such Predecessor Employer shall be counted only if service continued with the Employer without 
interruption. Earnings include earnings while a partner or proprietor of such Predecessor Employer.  

“Earnings” in this definition means wages, salaries, and fees for professional services and other amounts received (without regard to 
whether or not an amount is paid in cash) for personal services actually rendered in the course of employment with the Employer 
maintaining the Plan to the extent that the amounts are includible in gross income (including, but not limited to, commissions paid to 
salespersons, compensation for services on the basis of a percentage of profits, commissions on insurance premiums, tips, bonuses, fringe 
benefits, and reimbursements or other expense allowances under a nonaccountable plan (as described in section 1.62-2(c) of the 
regulations)), and excluding the following:  

   

   

   

   

   

For any Self-employed Individual, Compensation means Earned Income.  

Except as provided herein, Compensation for a specified period is the Compensation actually paid or made available (or if earlier, 
includible in gross income) during such period.  

For Plan Years beginning on or after July 1, 2007, Compensation for a Plan Year shall also include Compensation paid by the later of 2 1/2 
months after an Employee’s Severance from Employment with the Employer maintaining the Plan or the end of the Plan Year that includes 
the date of the Employee’s Severance from Employment with the Employer maintaining the Plan, if the payment is regular Compensation 
for services during the Employee’s regular working hours, or Compensation for services outside the Employee’s regular working hours 
(such as overtime or shift differential), commissions, bonuses, or other similar payments, and, absent a Severance from Employment, the 
payments would have been paid to the Employee while the Employee continued in employment with the Employer.  

   

  

(a) employer contributions (other than elective contributions described in Code Section 402(e)(3), 408(k)(6), 408(p)(2)(A)(i), or 457(b)) 
to a plan of deferred compensation (including a simplified employee pension described in Code Section 408(k) or a simple retirement 
account described in Code Section 408(p), and whether or not qualified) to the extent such contributions are not includible in the 
Employee’s gross income for the taxable year in which contributed, and any distributions (whether or not includible in gross income 
when distributed) from a plan of deferred compensation (whether or not qualified); 

  
(b) amounts realized from the exercise of a nonstatutory stock option (that is, an option other than a statutory stock option as defined in 

section 1.421-1(b) of the regulations), or when restricted stock (or property) held by the Employee either becomes freely transferable 
or is no longer subject to a substantial risk of forfeiture; 

  (c) amounts realized from the sale, exchange or other disposition of stock acquired under a statutory stock option; 

  
(d) other amounts that receive special tax benefits, such as premiums for group-term life insurance (but only to the extent that the 

premiums are not includible in the gross income of the Employee and are not salary reduction amounts that are described in Code 
Section 125); and 

  (e) other items of remuneration that are similar to any of the items listed in (a) through (d) above. 
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Any payments not described above shall not be considered Compensation if paid after Severance from Employment, even if they are paid 
by the later of 2 1/2 months after the date of Severance from Employment or the end of the Limitation Year that includes the date of 
Severance from Employment, except, payments to an individual who does not currently perform services for the Employer by reason of 
qualified military service (as that term is used in Code Section 414(u)(1)) to the extent these payments do not exceed the amounts the 
individual would have received if the individual had continued to perform services for the Employer rather than entering qualified military 
service.  

Back pay, within the meaning of section 1.415(c)-2(g)(8) of the regulations, shall be treated as Compensation for the Plan Year to which 
the back pay relates to the extent the back pay represents wages and compensation that would otherwise be included in this definition.  

Compensation paid or made available during a specified period shall include amounts that would otherwise be included in Compensation 
but for an election under Code Section 125(a), 132(f)(4), 402(e)(3), 402(h)(1)(B), 402(k), or 457(b). Compensation shall also include 
employee contributions “picked up” by a governmental entity and, pursuant to Code Section 414(h)(2), treated as Employer contributions.  

Compensation shall exclude reimbursements or other expense allowances, fringe benefits (cash and noncash), moving expenses, deferred 
compensation (other than elective contributions), and welfare benefits.  

Compensation shall exclude the following:  

long-term incentive plan payments  

For purposes of the EXCESS AMOUNTS SECTION of Article III, Compensation shall not exclude those items listed above unless such 
Compensation is nondiscriminatory in accordance with the regulations under Code Section 414(s).  

Compensation shall include Differential Wage Payments.  

For purposes of the EXCESS AMOUNTS SECTION of Article III, the Employer may elect to use an alternative nondiscriminatory 
definition of Compensation in accordance with the regulations under Code Section 414(s).  

For Plan Years beginning on or after January 1, 2002, the annual Compensation of each Participant taken into account in determining 
contributions and allocations for any determination period (the period over which Compensation is determined) shall not exceed $200,000, 
as adjusted for cost-of-living increases in accordance with Code Section 401(a)(17)(B). In modification of the foregoing, Elective Deferral 
Contributions may be made with respect to Compensation which exceeds the annual compensation limit, provided such Elective Deferral 
Contributions otherwise satisfy any applicable limitations. The cost-of-living adjustment in effect for a calendar year applies to any 
determination period beginning with or within such calendar year.  

If a determination period consists of fewer than 12 months, the annual compensation limit is an amount equal to the otherwise applicable 
annual compensation limit multiplied by a fraction. The numerator of the fraction is the number of months in the short determination 
period, and the denominator of the fraction is 12.  
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If Compensation for any prior determination period is taken into account in determining a Participant’s contributions or allocations for the 
current Plan Year, the Compensation for such prior determination period is subject to the applicable annual compensation limit in effect for 
that determination period. For this purpose, in determining contributions and allocations in Plan Years beginning on or after January 1, 
2002, the annual compensation limit in effect for determination periods beginning before that date is $200,000.  

Compensation means, for a Leased Employee, Compensation for the services the Leased Employee performs for the Employer, determined 
in the same manner as the Compensation of Employees who are not Leased Employees, regardless of whether such Compensation is 
received directly from the Employer or from the leasing organization.  

Compensation Year means the consecutive 12-month period ending on the last day of each Plan Year, including corresponding periods 
before August 1, 1999.  

Contributions means Employer Contributions and Rollover Contributions as set out in Article III, unless the context clearly indicates only 
specific contributions are meant.  

Controlled Group means any group of corporations, trades, or businesses of which the Employer is a part that is under common control. 
A Controlled Group includes any group of corporations, trades, or businesses, whether or not incorporated, which is either a parent-
subsidiary group, a brother-sister group, or a combined group within the meaning of Code Section 414(b), Code Section 414(c) and the 
regulations thereunder and, for purposes of determining contribution limitations under the CONTRIBUTION LIMITATION SECTION of 
Article III, as modified by Code Section 415(h). The term Controlled Group, as it is used in this Plan, shall include the term Affiliated 
Service Group and any other employer required to be aggregated with the Employer under Code Section 414(o) and the regulations 
thereunder.  

Designated Beneficiary means the individual who is designated by the Participant (or the Participant’s surviving spouse) as the 
Beneficiary of the Participant’s interest under the Plan and who is the designated beneficiary under Code Section 401(a)(9) and section 
1.401(a)(9)-4 of the regulations.  

Differential Wage Payments means any payments which are made by an Employer to an individual with respect to any period during 
which the individual is performing Qualified Military Service while on active duty for a period of more than 30 days, and represents all or 
a portion of the wages the individual would have received from the Employer if the individual were performing service for the Employer.  

Direct Rollover means a payment by the Plan to the Eligible Retirement Plan specified by the Distributee.  

Discretionary Contributions means discretionary contributions made by the Employer. See the EMPLOYER CONTRIBUTIONS 
SECTION of Article III.  

Distributee means an Employee or former Employee. In addition, the Employee’s (or former Employee’s) surviving spouse and the 
Employee’s (or former Employee’s) spouse or former spouse who is the Alternate Payee under a qualified domestic relations order, as 
defined in Code Section 414(p), are Distributees with regard to the interest of the spouse or former spouse.  
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Earned Income means, for a Self-employed Individual, net earnings from self-employment in the trade or business for which this Plan is 
established if such Self-employed Individual’s personal services are a material income producing factor for that trade or business. Net 
earnings shall be determined without regard to items not included in gross income and the deductions properly allocable to or chargeable 
against such items. Net earnings shall be reduced for the employer contributions to the employer’s qualified retirement plan(s) to the extent 
deductible under Code Section 404.  

Net earnings shall be determined with regard to the deduction allowed to the employer by Code Section 164(f) for taxable years beginning 
after December 31, 1989.  

Elective Deferral Contributions means contributions made by the Employer in accordance with elective deferral agreements between 
Eligible Employees and the Employer.  

Elective deferral agreements shall be made, changed, or terminated according to the provisions of the EMPLOYER CONTRIBUTIONS 
SECTION of Article III.  

Elective Deferral Contributions shall be 100% vested and subject to the distribution restrictions of Code Section 401(k) when made. See 
the WHEN BENEFITS START SECTION of Article V.  

Elective Deferral Contributions means Pre-tax Elective Deferral Contributions.  

Eligibility Break in Service means an Eligibility Computation Period in which an Employee is credited with 500 or fewer Hours of 
Service. An Employee incurs an Eligibility Break in Service on the last day of an Eligibility Computation Period in which he has an 
Eligibility Break in Service.  

Eligibility Computation Period means a consecutive 12-month period. The first Eligibility Computation Period begins on an Employee’s 
Employment Commencement Date. Later Eligibility Computation Periods begin on anniversaries of his Employment Commencement 
Date.  

To determine an Eligibility Computation Period after an Eligibility Break in Service, the Plan shall use the consecutive 12-month period 
beginning on an Employee’s Reemployment Commencement Date as if his Reemployment Commencement Date were his Employment 
Commencement Date.  

Eligibility Service means, for purposes of Contributions other than Elective Deferral Contributions and Matching Contributions, one year 
of year of service for each Eligibility Computation Period that has ended and in which an Employee is credited with at least 1,000 Hours of 
Service.  

For purposes of Elective Deferral Contributions and Matching Contributions, Eligibility Service means an Employee’s Period of Service. 
Eligibility Service shall be measured from his Employment Commencement Date to his most recent Severance Date. This Period of 
Service shall be reduced by any Period of Severance that occurred prior to his most recent Severance Date, unless such Period of 
Severance is included under the service spanning rule below. This period of Eligibility Service shall be expressed as months (on the basis 
that 30 days equal one month).  

However, Eligibility Service is modified as follows:  

Service with a Predecessor Employer that did not maintain this Plan included:  

An Employee’s service with a Predecessor Employer that did not maintain this Plan shall be included as service with the Employer. 
An Employee’s service with such Predecessor Employer shall be counted only if service continued with the Employer without 
interruption. This service includes service performed while a proprietor or partner.  
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Period of Military Duty included:  

A Period of Military Duty shall be included as service with the Employer to the extent it has not already been credited. For purposes 
of crediting Hours of Service during the Period of Military Duty, an Hour of Service shall be credited (without regard to the 501 
Hour of Service limitation) for each hour an Employee would normally have been scheduled to work for the Employer during such 
period.  

Period of Severance included (service spanning rule):  

A Period of Severance shall be deemed to be a Period of Service under either of the following conditions:  
   

   

Controlled Group service included:  

An Employee’s service with a member firm of a Controlled Group while both that firm and the Employer were members of the 
Controlled Group shall be included as service with the Employer.  

Eligible Employee means any Employee of the Employer excluding the following:  

Bargaining class, unless the collective bargaining agreement specifically provides for participation in this Plan. Represented for 
collective bargaining purposes by any collective bargaining agreement between the Employer and employee representatives, if 
retirement benefits were the subject of good faith bargaining and if two percent or less of the Employees who are covered pursuant to 
that agreement are professionals as defined in section 1.410(b)-9 of the regulations. For this purpose, the term “employee 
representatives” does not include any organization more than half of whose members are Employees who are owners, officers, or 
executives of the Employer.  

Nonresident alien, within the meaning of Code Section 7701(b)(1)(B), who receives no earned income, within the meaning of Code 
Section 911(d)(2), from the Employer that constitutes income from sources within the United States, within the meaning of Code 
Section 861(a)(3), or who receives such earned income but it is all exempt from income tax in the United States under the terms of an 
income tax convention.  

Leased Employee.  

An Employee considered by the Employer to be an independent contractor, or the employee of an independent contractor, who is 
later determined by the Internal Revenue Service to be an Employee.  

   

  
(a) the Period of Severance immediately follows a period during which an Employee is not absent from work and ends within 12 

months; or 

  
(b) the Period of Severance immediately follows a period during which an Employee is absent from work for any reason other 

than quitting, being discharged, or retiring (such as a leave of absence or layoff) and ends within 12 months of the date he was 
first absent. 
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However, to the extent an Employee becomes an Employee as a result of a Code Section 410(b)(6)(C) transaction, that Employee shall not 
be an Eligible Employee during the period beginning on the date of the transaction and ending on the last day of the first Plan Year 
beginning after the date of the transaction. This period is called the transition period. The transition period may end earlier if there is a 
significant change in the coverage under the Plan or if the Employer chooses to cover all similarly situated Employees as of an earlier date. 
A Code Section 410(b)(6)(C) transaction is an asset or stock acquisition, merger, or similar transaction involving a change in the employer 
of the employees of a trade or business.  

Eligible Retirement Plan means an eligible plan under Code Section 457(b) which is maintained by a state, political subdivision of a 
state, or any agency or instrumentality of a state or political subdivision of a state and which agrees to separately account for amounts 
transferred into such plan from this Plan, an individual retirement account described in Code Section 408(a), an individual retirement 
annuity described in Code Section 408(b), for taxable years beginning on or after January 1, 2008, an individual retirement plan described 
in Code Section 408A(b) subject to any limitations described in Code Section 408A(c), an annuity plan described in Code Section 403(a), 
an annuity contract described in Code Section 403(b), or a qualified plan described in Code Section 401(a), that accepts the Distributee’s 
Eligible Rollover Distribution. The definition of Eligible Retirement Plan shall also apply in the case of a distribution to a surviving 
spouse, or to a spouse or former spouse who is the Alternate Payee under a qualified domestic relations order, as defined in Code 
Section 414(p).  

For taxable years beginning on or after January 1, 2006, if any portion of an Eligible Rollover Distribution is attributable to payments or 
distributions from a designated Roth account, an Eligible Retirement Plan with respect to such portion shall include only (i) another 
designated Roth account of the individual from whose Account the payments or distributions were made under an annuity plan described 
in Code Section 403(a) or a qualified plan described in Code Section 401(a); (ii) another designated Roth account of such individual under 
an annuity contract described in Code Section 403(b); or (iii) a Roth IRA described in Code Section 408A of such individual.  

Eligible Rollover Distribution means any distribution of all or any portion of the balance to the credit of the Distributee, except that an 
Eligible Rollover Distribution does not include: (i) any distribution that is one of a series of substantially equal periodic payments (not less 
frequently than annually) made for the life (or life expectancy) of the Distributee or the joint lives (or joint life expectancies) of the 
Distributee and the Distributee’s Designated Beneficiary, or for a specified period of ten years or more; (ii) any distribution to the extent 
such distribution is required under Code Section 401(a)(9); (iii) any hardship distribution; (iv) the portion of any other distribution(s) that 
is not includible in gross income (determined without regard to the exclusion for net unrealized appreciation with respect to employer 
securities); and (v) any other distribution(s) that is reasonably expected to total less than $200 during a year.  

A portion of a distribution shall not fail to be an Eligible Rollover Distribution merely because the portion consists of after-tax employee 
contributions that are not includible in gross income. However, such portion may be transferred only to (i) an individual retirement account 
or individual retirement annuity described in Code Section 408(a) or (b); (ii) for taxable years beginning on or after January 1, 2007, a 
qualified plan (defined contribution or defined benefit) or an annuity contract described in Code Section 403(b) that agrees to separately 
account for amounts so transferred, including separately accounting for the portion of such distribution which is includible in gross income 
and the portion of such distribution which is not so includible; or (iii) for taxable years beginning on or after January 1, 2008, an individual 
retirement plan described in Code Section 408A(b) subject to any limitations in Code Section 408A(c) that agrees to separately account for 
amounts so transferred, including separately accounting for the portion of such distribution which is includible in gross income and the 
portion of such distribution which is not so includible.  
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A portion of a distribution shall not fail to be an Eligible Rollover Distribution merely because the portion consists of the portion of a 
designated Roth account that is not includible in a Participant’s gross income. However, for taxable years beginning on or after January 1, 
2006, such portion may be transferred only to a Roth IRA described in Code Section 408A or to a designated Roth account under another 
plan that agrees to separately account for amounts so transferred, including separately accounting for the portion of such distribution which 
is includible in gross income and the portion of such distribution which is not so includible.  

If the distribution includes any portion of a designated Roth account, in determining if (v) above applies: (i) any portion of the distribution 
from the designated Roth account shall not be treated as an Eligible Rollover Distribution if it is reasonably expected to total less than $200 
during a year and (ii) the balance of the distribution, if any, shall not be treated as an Eligible Rollover Distribution if it is reasonably 
expected to total less than $200 during a year. In addition, for taxable years beginning on or after January 1, 2006, a designated Roth 
account and all other accounts under the Plan shall be treated as accounts held under two separate plans and shall not be combined in 
determining a mandatory distribution of an Eligible Rollover Distribution greater than $1,000 in the DIRECT ROLLOVERS SECTION of 
Article X.  

Employee means an individual who is employed by the Employer or any other employer required to be aggregated with the Employer 
under Code Sections 414(b), (c), (m), or (o). A Controlled Group member is required to be aggregated with the Employer.  

Beginning January 1, 2009, the term Employee shall include any individual receiving Differential Wage Payments.  

The term Employee shall include any Self-employed Individual treated as an employee of any employer described in the preceding 
paragraphs as provided in Code Section 401(c)(1). The term Employee shall also include any Leased Employee deemed to be an employee 
of any employer described in the preceding paragraphs as provided in Code Section 414(n) or (o).  

Employer means, except for purposes of the CONTRIBUTION LIMITATION SECTION of Article III, the Primary Employer. This will 
also include any successor corporation or firm of the Employer which shall, by written agreement, assume the obligations of this Plan or 
any Predecessor Employer that maintained this Plan.  

Employer Contributions means  

Elective Deferral Contributions  
Matching Contributions  
Qualified Nonelective Contributions  
Discretionary Contributions  

as set out in Article III and contributions made by the Employer in accordance with the provisions of the MODIFICATION OF 
CONTRIBUTIONS SECTION of Article XI, unless the context clearly indicates only specific contributions are meant.  

Employment Commencement Date means the date an Employee first performs an Hour of Service.  
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Entry Date means the date an Employee first enters the Plan as an Active Participant for purposes of specified Contributions in the 
ACTIVE PARTICIPANT SECTION of Article II.  

ERISA means the Employee Retirement Income Security Act of 1974, as amended.  

Fiscal Year means the Primary Employer’s taxable year. The last day of the Fiscal Year is December 31.  

Forfeiture means the part, if any, of a Participant’s Account that is forfeited. See the FORFEITURES SECTION of Article III.  

Forfeiture Date means, as to a Participant, the date the Participant incurs five consecutive Vesting Breaks in Service.  

Highly Compensated Employee means any Employee who:  
   

   

For this purpose the applicable year of the plan for which a determination is being made is called a determination year and the preceding 
12-month period is called a look-back year. If the Employer makes a calendar year data election, the look-back year shall be the calendar 
year beginning with or within the look-back year. The Plan may not use such election to determine whether Employees are Highly 
Compensated Employees on account of being a 5-percent owner.  

In determining who is a Highly Compensated Employee, the Employer does not make a top-paid group election. In determining who is a 
Highly Compensated Employee, the Employer does not make a calendar year data election.  

Calendar year data elections and top-paid group elections, once made, apply for all subsequent years unless changed by the Employer. If 
the Employer makes one election, the Employer is not required to make the other. If both elections are made, the look-back year in 
determining the top-paid group must be the calendar year beginning with or within the look-back year. These elections must apply 
consistently to the determination years of all plans maintained by the Employer which reference the highly compensated employee 
definition in Code Section 414(q), except as provided in Internal Revenue Service Notice 97-45 (or superseding guidance).  

The determination of who is a highly compensated former Employee is based on the rules applicable to determining Highly Compensated 
Employee status as in effect for that determination year, in accordance with section 1.414(q)-1T, A-4 of the temporary Income Tax 
Regulations and Internal Revenue Service Notice 97-45.  

The determination of who is a Highly Compensated Employee, including the determinations of the number and identity of Employees in 
the top-paid group, the compensation that is considered, and the identity of the 5-percent owners, shall be made in accordance with Code 
Section 414(q) and the regulations thereunder.  

   

  (a) was a 5-percent owner at any time during the year or the preceding year, or 

  
(b) for the preceding year had compensation from the Employer in excess of $80,000 and, if the Employer so elects, was in the top-paid 

group for the preceding year. The $80,000 amount is adjusted at the same time and in the same manner as under Code Section 415
(d), except that the base period is the calendar quarter ending September 30, 1996. 
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Hour of Service means, for the elapsed time method of crediting service in this Plan, each hour for which an Employee is paid, or entitled 
to payment, for performing duties for the Employer. Hour of Service means, for the hours method of crediting service in this Plan, the 
following:  

   

   

   

   

   

For purposes of this subparagraph (b), a payment shall be deemed to be made by, or due from the Employer, regardless of whether 
such payment is made by, or due from the Employer, directly or indirectly through, among others, a trust fund or insurer, to which 
the Employer contributes or pays premiums and regardless of whether contributions made or due to the trust fund, insurer or other 
entity are for the benefit of particular employees or are on behalf of a group of employees in the aggregate.  

   

The crediting of Hours of Service above shall be applied under the rules of paragraphs (b) and (c) of the Department of Labor Regulation 
2530.200b-2 (including any interpretations or opinions implementing such rules); which rules, by this reference, are specifically 
incorporated in full within this Plan. The reference to paragraph (b) applies to the special rule for determining Hours of Service for reasons 
other than the performance of duties such as payments calculated (or not calculated) on the basis of units of time and the rule against 
double credit. The reference to paragraph (c) applies to the crediting of Hours of Service to computation periods.  

   

  
(a) Each hour for which an Employee is paid, or entitled to payment, for performing duties for the Employer during the applicable 

computation period. 

  

(b) Each hour for which an Employee is paid, or entitled to payment, by the Employer on account of a period of time in which no duties 
are performed (irrespective of whether the employment relationship has terminated) due to vacation, holiday, illness, incapacity 
(including disability), layoff, jury duty, military duty or leave of absence. Notwithstanding the preceding provisions of this 
subparagraph (b), no credit will be given to the Employee: 

  
(1) for more than 501 Hours of Service under this subparagraph (b) on account of any single continuous period in which the 

Employee performs no duties (whether or not such period occurs in a single computation period); or 

  
(2) for an Hour of Service for which the Employee is directly or indirectly paid, or entitled to payment, on account of a period in 

which no duties are performed if such payment is made or due under a plan maintained solely for the purpose of complying 
with applicable worker’s or workmen’s compensation, or unemployment compensation, or disability insurance laws; or 

  
(3) for an Hour of Service for a payment which solely reimburses the Employee for medical or medically related expenses 

incurred by him. 

  

(c) Each hour for which back pay, irrespective of mitigation of damages, is either awarded or agreed to by the Employer. The same 
Hours of Service shall not be credited both under subparagraph (a) or subparagraph (b) above (as the case may be) and under this 
subparagraph (c). Crediting of Hours of Service for back pay awarded or agreed to with respect to periods described in subparagraph 
(b) above will be subject to the limitations set forth in that subparagraph. 
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Hours of Service shall be credited for employment with any other employer required to be aggregated with the Employer under Code 
Sections 414(b), (c), (m), or (o) and the regulations thereunder for purposes of eligibility and vesting. Hours of Service shall also be 
credited for any individual who is considered an employee for purposes of this Plan pursuant to Code Section 414(n) or (o) and the 
regulations thereunder.  

Solely for purposes of determining whether a one-year break in service has occurred for eligibility or vesting purposes, during a Parental 
Absence an Employee shall be credited with the Hours of Service which would otherwise have been credited to the Employee but for such 
absence, or in any case in which such hours cannot be determined, eight Hours of Service per day of such absence. The Hours of Service 
credited under this paragraph shall be credited in the computation period in which the absence begins if the crediting is necessary to 
prevent a break in service in that period; or in all other cases, in the following computation period.  

Inactive Participant means a former Active Participant who has an Account. See the INACTIVE PARTICIPANT SECTION of Article II. 

Insurer means Principal Life Insurance Company or the insurance company or companies named by (i) the Primary Employer or (ii) the 
Trustee in its discretion or as directed under the Trust Agreement.  

Investment Fund means the total of Plan assets, excluding the guaranteed benefit policy portion of any Annuity Contract. All or a portion 
of these assets may be held under, or invested pursuant to, the terms of a Trust Agreement.  

The Investment Fund shall be valued at current fair market value as of the Valuation Date. The valuation shall take into consideration 
investment earnings credited, expenses charged, payments made, and changes in the values of the assets held in the Investment Fund.  

The Investment Fund shall be allocated at all times to Participants, except as otherwise expressly provided in the Plan. The Account of a 
Participant shall be credited with its share of the gains and losses of the Investment Fund. That part of a Participant’s Account invested in a 
funding arrangement that establishes one or more accounts or investment vehicles for such Participant thereunder shall be credited with the 
gain or loss from such accounts or investment vehicles. The part of a Participant’s Account that is invested in other funding arrangements 
shall be credited with a proportionate share of the gain or loss of such investments. The share shall be determined by multiplying the gain 
or loss of the investment by the ratio of the part of the Participant’s Account invested in such funding arrangement to the total of the 
Investment Fund invested in such funding arrangement.  

Investment Manager means any fiduciary (other than a trustee or Named Fiduciary)  
   

   

   

  (a) who has the power to manage, acquire, or dispose of any assets of the Plan; 

  

(b) who (i) is registered as an investment adviser under the Investment Advisers Act of 1940; (ii) is not registered as an investment 
adviser under such Act by reason of paragraph (1) of section 203A(a) of such Act, is registered as an investment adviser under the 
laws of the state (referred to in such paragraph (1)) in which it maintains its principal office and place of business, and, at the time it 
last filed the registration form most recently filed by it with such state in order to maintain its registration under the laws of such 
state, also filed a copy of such form with the Secretary of Labor; (iii) is a bank, as defined in that Act; or (iv) is an insurance 
company qualified to perform services described in subparagraph (a) above under the laws of more than one state; and 
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Late Retirement Date means any day that is after a Participant’s Normal Retirement Date and on which retirement benefits begin. If a 
Participant continues to work for the Employer after his Normal Retirement Date, his Late Retirement Date shall be the day he has a 
Severance from Employment. An earlier Retirement Date may apply if the Participant so elects. A later Retirement Date may apply if the 
Participant so elects. See the WHEN BENEFITS START SECTION of Article V.  

Leased Employee means any person (other than an employee of the recipient) who, pursuant to an agreement between the recipient and 
any other person (“leasing organization”), has performed services for the recipient (or for the recipient and related persons determined in 
accordance with Code Section 414(n)(6)) on a substantially full time basis for a period of at least one year, and such services are performed 
under primary direction or control by the recipient. Contributions or benefits provided by the leasing organization to a Leased Employee, 
which are attributable to service performed for the recipient employer, shall be treated as provided by the recipient employer.  

A Leased Employee shall not be considered an employee of the recipient if:  
   

   

Loan Administrator means the person(s) or position(s) authorized to administer the Participant loan program.  

The Loan Administrator is the Plan Administrator.  

Matching Contributions means contributions made by the Employer that are contingent on a Participant’s Elective Deferral 
Contributions. See the EMPLOYER CONTRIBUTIONS SECTION of Article III.  

Monthly Date means each Yearly Date and the same day of each following month during the Plan Year beginning on such Yearly Date.  

Named Fiduciary means the person or persons who have authority to control and manage the operation and administration of the Plan.  

The Named Fiduciary is the Employer.  

Nonhighly Compensated Employee means an Employee of the Employer who is not a Highly Compensated Employee.  

Nonvested Account means the excess, if any, of a Participant’s Account over his Vested Account.  

Normal Retirement Age means the age at which the Participant’s normal retirement benefit becomes nonforfeitable if he is an Employee. 
A Participant’s Normal Retirement Age is 65.  

   

  (c) who has acknowledged in writing being a fiduciary with respect to the Plan. 

  
(a) such employee is covered by a money purchase pension plan providing (i) a nonintegrated employer contribution rate of at least 10 

percent of compensation, as defined in Code Section 415(c)(3), (ii) immediate participation, and (iii) full and immediate vesting, and 

  (b) Leased Employees do not constitute more than 20 percent of the recipient’s nonhighly compensated work force. 
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Normal Retirement Date means the date the Participant reaches his Normal Retirement Age. Unless otherwise provided in this Plan, a 
Participant’s retirement benefits shall begin on his Normal Retirement Date if he has had a Severance from Employment on such date. 
Even if the Participant is an Employee on his Normal Retirement Date, he may choose to have his retirement benefit begin on such date.  

Parental Absence means an Employee’s absence from work:  
   

   

   

   

Participant means either an Active Participant or an Inactive Participant.  

Period of Military Duty means, for an Employee  
   

   

the period of time from the date the Employee was first absent from active work for the Employer because of such military duty to the date 
the Employee was reemployed.  

Period of Service means a period of time beginning on an Employee’s Employment Commencement Date or Reemployment 
Commencement Date (whichever applies) and ending on his Severance Date.  

Period of Severance means a period of time beginning on an Employee’s Severance Date and ending on the date he again performs an 
Hour of Service.  

A one-year Period of Severance means a Period of Severance of 12 consecutive months.  

Solely for purposes of determining whether a one-year Period of Severance has occurred for eligibility or vesting purposes, the consecutive 
12-month period beginning on the first anniversary of the first date of a Parental Absence shall not be a one-year Period of Severance.  

Plan means the retirement savings plan of the Employer set forth in this document, including any later amendments to it.  

Plan Administrator means the person or persons who administer the Plan.  

The Plan Administrator is the Employer.  
   

  (a) by reason of pregnancy of the Employee, 

  (b) by reason of birth of a child of the Employee, 

  (c) by reason of the placement of a child with the Employee in connection with adoption of such child by such Employee, or 

  (d) for purposes of caring for such child for a period beginning immediately following such birth or placement. 

  (a) who served as a member of the armed forces of the United States, and 

  
(b) who was reemployed by the Employer at a time when the Employee had a right to reemployment in accordance with seniority rights 

as protected under Chapter 43 of Title 38 of the U.S. Code, 
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Plan Fund means the total of the Investment Fund and the guaranteed benefit policy portion of any Annuity Contract. The Investment 
Fund shall be valued as stated in its definition. The guaranteed benefit policy portion of any Annuity Contract shall be determined in 
accordance with the terms of the Annuity Contract and, to the extent that such Annuity Contract allocates contract values to Participants, 
allocated to Participants in accordance with its terms. The total value of all amounts held under the Plan Fund shall equal the value of the 
aggregate Participants’ Accounts under the Plan.  

Plan Year means a period beginning on a Yearly Date and ending on the day before the next Yearly Date.  

Predecessor Employer means, except for purposes of the CONTRIBUTION LIMITATION SECTION of Article III, a firm of which the 
Employer was once a part (e.g., due to a spinoff or change of corporate status) or a firm absorbed by the Employer because of a merger or 
acquisition (stock or asset, including a division or an operation of such company), unless otherwise specified in the acquisition agreement.  

Pre-tax Elective Deferral Contributions means a Participant’s Elective Deferral Contributions that are not includible in the Participant’s 
gross income at the time deferred.  

Primary Employer means LKQ Corporation.  

Qualified Matching Contributions means Matching Contributions that are 100% vested when made to the Plan and that are distributable 
only in accordance with the distribution provisions (other than for hardships) applicable to Elective Deferral Contributions.  

Qualified Military Service means any service in the uniformed services (as defined in Chapter 43 of Title 38 of the U.S. Code) by any 
individual if such individual is entitled to reemployment rights under such chapter with respect to such service.  

Qualified Nonelective Contributions means contributions made by the Employer (other than Elective Deferral Contributions) that are 
100% vested when made to the Plan and that are distributable only in accordance with the distribution provisions (other than for hardships) 
applicable to Elective Deferral Contributions. See the EMPLOYER CONTRIBUTIONS SECTION of Article III and the WHEN 
BENEFITS START SECTION of Article V.  

Quarterly Date means each Yearly Date and the third, sixth, and ninth Monthly Date after each Yearly Date that is within the same Plan 
Year.  

Reemployment Commencement Date means the date an Employee first performs an Hour of Service following an Eligibility Break in 
Service or a Period of Severance, whichever applies.  

Reentry Date means the date a former Active Participant reenters the Plan. See the ACTIVE PARTICIPANT SECTION of Article II.  

Retirement Date means the date a retirement benefit will begin and is a Participant’s Normal or Late Retirement Date, as the case may be. 

Rollover Contributions means the Rollover Contributions which are made by an Eligible Employee or an Inactive Participant according 
to the provisions of the ROLLOVER CONTRIBUTIONS SECTION of Article III.  
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Self-employed Individual means, with respect to any taxable year, an individual who has Earned Income for the taxable year (or who 
would have Earned Income but for the fact the trade or business for which this Plan is established did not have net profits for such taxable 
year).  

Severance Date means the earlier of:  
   

   

Solely to determine whether a one-year Period of Severance has occurred for eligibility or vesting purposes for an Employee who is absent 
from service beyond the first anniversary of the first day of a Parental Absence, Severance Date is the second anniversary of the first day of 
the Parental Absence. The period between the first and second anniversaries of the first day of the Parental Absence is not a Period of 
Service and is not a Period of Severance.  

Severance from Employment means, except for purposes of the CONTRIBUTION LIMITATION SECTION of Article III, an Employee 
has ceased to be an Employee. The Plan Administrator shall determine if a Severance from Employment has occurred in accordance with 
section 1.401(k)-1(d)(2) of the regulations.  

Totally and Permanently Disabled means that a Participant is disabled, as a result of sickness or injury, to the extent that he is prevented 
from engaging in any substantial gainful activity as determined by a certified physician, or as approved by the Plan Administrator, or is 
eligible for and receives a disability benefit under Title II of the Federal Social Security Act.  

Trust Agreement means an agreement or agreements of trust between the Primary Employer and Trustee established for the purpose of 
holding and distributing the Trust Fund under the provisions of the Plan. The Trust Agreement may provide for the investment of all or any 
portion of the Trust Fund in the Annuity Contract or any other investment arrangement.  

Trust Fund means the total funds held under an applicable Trust Agreement. The term Trust Fund when used within a Trust Agreement 
shall mean only the funds held under that Trust Agreement.  

Trustee means the party or parties named in the applicable Trust Agreement.  

Valuation Date means the date on which the value of the assets of the Investment Fund is determined. The value of each Account that is 
maintained under this Plan shall be determined on the Valuation Date. In each Plan Year, the Valuation Date shall be the last day of the 
Plan Year. At the discretion of the Plan Administrator, Trustee, or Insurer (whichever applies) and in a nondiscriminatory manner, assets of 
the Investment Fund may be valued more frequently. These dates shall also be Valuation Dates.  

Vested Account means the vested part of a Participant’s Account. The Participant’s Vested Account is determined as follows:  

If the Participant’s Vesting Percentage for all Employer Contributions is 100%, his Vested Account equals his Account.  
   

  (a) the date on which an Employee quits, retires, dies, or is discharged, or 

  
(b) the first anniversary of the date an Employee begins a one-year absence from service (with or without pay). This absence may be the 

result of any combination of vacation, holiday, sickness, disability, leave of absence, or layoff. 
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If the Participant’s Vesting Percentage for all Employer Contributions is not 100%, his Vested Account equals the sum of (a) and 
(b) below:  

   

   

If the Participant has withdrawn any part of his Account resulting from Employer Contributions, other than the vested Employer 
Contributions included in (a) above, and his Vesting Percentage with respect to such Contributions is less than 100%, the amount 
determined under this subparagraph (b) shall be equal to P(AB + D) - D as defined below:  

   

   

   

If the amount determined in this (b) is determined using different Vesting Percentages, this formula shall apply separately to the calculation 
done for the balance of his Account resulting from all types of Employer Contributions subject to the same Vesting Percentage, including 
only the balance of his Account in excess of the amount in (a) above resulting from Employer Contributions subject to the same Vesting 
Percentage and the amount of the withdrawal resulting from such Employer Contributions. This calculation is not required if the Vesting 
Percentage is 100%.  

Vesting Break in Service means a Vesting Computation Period in which an Employee is credited with 500 or fewer Hours of Service. An 
Employee incurs a Vesting Break in Service on the last day of a Vesting Computation Period in which he has a Vesting Break in Service.  

Vesting Computation Period means a consecutive 12-month period ending on the last day of each Plan Year, including corresponding 
consecutive 12-month periods before August 1, 1999.  

Vesting Percentage means the percentage used to determine the nonforfeitable portion of a Participant’s Account attributable to Employer 
Contributions that were not 100% vested when made.  

For purposes of Employer Contributions other than Matching Contributions, a Participant’s Vesting Percentage is shown in the following 
schedule opposite the number of whole years of his Vesting Service.  

   

  
(a) The part of the Participant’s Account resulting from Employer Contributions made before a prior Forfeiture Date and all other 

Contributions that were 100% vested when made. 

  

(b) The balance of the Participant’s Account in excess of the amount in (a) above multiplied by his Vesting Percentage. If his Vesting 
Percentages that apply to such Employer Contributions are not equal, the balance of his Account resulting from all types of Employer 
Contributions subject to the same Vesting Percentage shall be multiplied by the applicable Vesting Percentage and each product 
added together to determine this amount. 

  P The Participant’s Vesting Percentage. 

  AB The balance of the Participant’s Account in excess of the amount in (a) above. 

  
D The amount of the withdrawal resulting from Employer Contributions, other than the vested Employer Contributions included in 

(a) above. 
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For purposes of Matching Contributions, a Participant’s Vesting Percentage is shown in the following schedule opposite the number of 
whole years of his Vesting Service.  

   

The Vesting Percentage for a Participant who is an Employee on or after the date he reaches Normal Retirement Age shall be 100%. The 
Vesting Percentage for a Participant who is an Employee on the date he dies shall be 100%. Beginning January 1, 2007, the Vesting 
Percentage for a Participant who dies while performing Qualified Military Service shall be 100%. The Vesting Percentage for a Participant 
who is an Employee on the date he becomes disabled shall be 100% if such disability is subsequently determined to meet the definition of 
Totally and Permanently Disabled. Beginning January 1, 2007, the Vesting Percentage for a Participant who becomes disabled while 
performing Qualified Military Service and such disability is determined to meet the definition of Totally and Permanently Disabled shall 
be 100%.  

If the schedule used to determine a Participant’s Vesting Percentage is changed, the new schedule shall not apply to a Participant unless he 
is credited with an Hour of Service on or after the date of the change and the Participant’s nonforfeitable percentage on the day before the 
date of the change is not reduced under this Plan. The amendment provisions of the AMENDMENTS SECTION of Article X regarding 
changes in the computation of the Vesting Percentage shall apply.  

Vesting Service means one year of service for each Vesting Computation Period in which an Employee is credited with at least 1,000 
Hours of Service.  

However, Vesting Service is modified as follows:  

Service with a Predecessor Employer that did not maintain this Plan included:  

An Employee’s service with a Predecessor Employer that did not maintain this Plan shall be included as service with the Employer. 
An Employee’s service with such Predecessor Employer shall be counted only if service continued with the Employer without 
interruption. This service includes service performed while a proprietor or partner.  

   

VESTING SERVICE  
        (whole years)    

VESTING  
PERCENTAGE 

Less than 1     0 
1     25 
2     50 
3     75 
4 or more     100 

VESTING SERVICE  
        (whole years)    

VESTING  
PERCENTAGE 

Less than 2     0 
2     50 
3     75 
4 or more     100 
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Period of Military Duty included:  

A Period of Military Duty shall be included as service with the Employer to the extent it has not already been credited. For purposes 
of crediting Hours of Service during the Period of Military Duty, an Hour of Service shall be credited (without regard to the 501 
Hour of Service limitation) for each hour an Employee would normally have been scheduled to work for the Employer during such 
period.  

Controlled Group service included:  

An Employee’s service with a member firm of a Controlled Group while both that firm and the Employer were members of the 
Controlled Group shall be included as service with the Employer.  

Yearly Date means August 1, 1999, and each following January 1.  

Years of Service means an Employee’s Vesting Service disregarding any modifications that exclude service.  
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ARTICLE II  

PARTICIPATION  
SECTION 2.01—ACTIVE PARTICIPANT.  
   

   

   

For purposes of Contributions other than Elective Deferral Contributions or Matching Contributions, an Employee shall first become 
an Active Participant (begin active participation in the Plan) on the earliest Quarterly Date on which he is an Eligible Employee and 
has met both of the eligibility requirements set forth below. This date is his Entry Date for purposes of such Contributions.  

   

   

A Participant’s earliest Entry Date shall be used to determine if he is an Active Participant for purposes of any minimum contribution 
or allocation under the MODIFICATION OF CONTRIBUTIONS SECTION of Article XI.  

Each Employee who was an Active Participant for purposes of specified Contributions on December 31, 2009, shall continue to be 
an Active Participant for purposes of the specified Contributions if he is still an Eligible Employee on January 1, 2010, and his Entry 
Date shall not change.  

Employees will be credited with service with a Predecessor Employer for purposes of determining their Eligibility Service and this 
will be credited on the date they become Employees. If an Eligible Employee had attained age 21 and completed six months of 
service with the Predecessor Employer before becoming an Employee, the Employee will become an Active Participant for purposes 
of Elective Deferral Contributions and Matching Contributions immediately upon becoming an Employee and this will be the 
Employee’s Entry Date for such Contributions. If an Eligible Employee had attained age 21 and completed one year of service with 
the Predecessor Employer before becoming an Employee, the Employee will become an Active Participant for purposes of 
Contributions other than Elective Deferral Contributions or Matching Contributions immediately upon becoming an Employee and 
this will be the Employee’s Entry Date for such Contributions. If the Employee had not attained age 21 and met the applicable 
service requirement with the Predecessor Employer, the Employee will become an Active Participant in accordance with the first two 
paragraphs of this subparagraph (a).  

   

  
(a) For purposes of Elective Deferral Contributions and Matching Contributions, an Employee shall first become an Active Participant 

(begin active participation in the Plan) on the earliest Quarterly Date on which he is an Eligible Employee and has met both of the 
eligibility requirements set forth below. This date is his Entry Date for purposes of such Contributions. 

  (1) He has completed six months of Eligibility Service before his Entry Date. 

  (2) He is age 21 or older. 

  (1) He has completed one year of Eligibility Service before his Entry Date. 

  (2) He is age 21 or older. 
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If a person has been an Eligible Employee who has met all of the eligibility requirements for purposes of specified Contributions 
above, but is not an Eligible Employee on the date that would have been his Entry Date for purposes of such Contributions, he shall 
become an Active Participant for purposes of such Contributions on the date he again becomes an Eligible Employee. This date is his 
Entry Date for purposes of such Contributions.  

In the event an Employee who is not an Eligible Employee becomes an Eligible Employee, such Eligible Employee shall become an 
Active Participant for purposes of specified Contributions immediately if such Eligible Employee has satisfied the eligibility 
requirements for purposes of such Contributions above and would have otherwise previously become an Active Participant for 
purpose of such Contributions had he met the definition of Eligible Employee. This date is his Entry Date for purposes of such 
Contributions.  

   

Upon again becoming an Active Participant, he shall cease to be an Inactive Participant.  
   

There shall be no duplication of benefits for a Participant because of more than one period as an Active Participant.  

SECTION 2.02—INACTIVE PARTICIPANT.  

An Active Participant shall become an Inactive Participant (stop accruing benefits) on the earlier of the following:  
   

   

An Employee or former Employee who was an Inactive Participant on December 31, 2009, shall continue to be an Inactive Participant on 
January 1, 2010. Eligibility for any benefits payable to the Participant or on his behalf and the amount of the benefits shall be determined 
according to the provisions of the prior document, unless otherwise stated in this document or any subsequent documents.  

SECTION 2.03—CESSATION OF PARTICIPATION.  

A Participant shall cease to be a Participant on the date he is no longer an Eligible Employee and his Account is zero.  
   

  
(b) An Inactive Participant shall again become an Active Participant (resume active participation in the Plan) for purposes of the 

Contributions for which he previously had an Entry Date on the date he again performs an Hour of Service as an Eligible Employee. 
This date is his Reentry Date for such Contributions. 

  
(c) A former Participant shall again become an Active Participant (resume active participation in the Plan) for purposes of the 

Contributions for which he previously had an Entry Date on the date he again performs an Hour of Service as an Eligible Employee. 
This date is his Reentry Date for such Contributions. 

  (a) the date the Participant ceases to be an Eligible Employee, or 

  (b) the effective date of complete termination of the Plan under Article VIII. 
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SECTION 2.04—ADOPTING EMPLOYERS - SINGLE PLAN.  

Each of the Controlled Group members listed below or in the attached participation agreement is an Adopting Employer. Each Adopting 
Employer participates with the Employer in this Plan. An Adopting Employer’s agreement to participate in this Plan shall be in writing.  

The Employer has the right to amend the Plan. An Adopting Employer does not have the right to amend the Plan.  

If the Adopting Employer did not maintain its plan before its date of adoption, its date of adoption shall be the Entry Date for any of its 
Employees who have met the requirements in the ACTIVE PARTICIPANT SECTION of this article as of that date. Service with and 
Compensation from an Adopting Employer shall be included as service with and Compensation from the Employer. Transfer of employment, 
without interruption, between an Adopting Employer and another Adopting Employer or the Employer shall not be considered an interruption of 
service. The Employer’s Fiscal Year defined in the DEFINITIONS SECTION of Article I shall be the Fiscal Year used in interpreting this Plan 
for Adopting Employers.  

Contributions made by an Adopting Employer shall be treated as Contributions made by the Employer. Forfeitures arising from those 
Contributions shall be used for the benefit of all Participants.  

An employer shall not be an Adopting Employer if it ceases to be a Controlled Group member. Such an employer may continue a 
retirement plan for its Employees in the form of a separate document. This Plan shall be amended to delete a former Adopting Employer from 
the list below.  

If (i) an employer ceases to be an Adopting Employer or the Plan is amended to delete an Adopting Employer and (ii) the Adopting 
Employer does not continue a retirement plan for the benefit of its Employees, partial termination may result and the provisions of Article VIII 
shall apply.  

ADOPTING EMPLOYERS  

NAME  

1323342 Alberta ULC  
1323352 Alberta ULC  
1323410 Alberta ULC  
A-Reliable Auto Parts & Wreckers, Inc.  
Accu-Parts, LLC  
Akron Airport Properties, Inc.  
B&D Automotive International, Inc.  
Bodymaster Auto Parts, Inc.  
Bodymaster Auto Parts Supply, Inc.  
Budget Auto Parts U-Pull-It, Inc.  
Car Body Concepts, Inc.  
Chambers Parts Distributors  
Damron Holding Company, LLC  
DAP Trucking, LLC  
Distribuidora Hermanos Copher Internacional, SA  
Double R Auto Sales, Inc.  
Fenders and More, Inc.  
Fit-Rite Body Parts, Inc.  
FM Acquisition Corporation  
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Global Trade Alliance, Inc.  
Hermanos Copher Internacional, SA  
Inteuro Parts Distributors, Inc.  
Keystone Automotive de Mexico, Sociedad de Responsabilidad Limitada de Capital Variable  
Keystone Automotive Industries, Inc.  
Keystone Automotive Industries BC, Inc.  
Keystone Automotive Industries CDN, Inc.  
Keystone Automotive Industries MN, Inc.  
Keystone Automotive Industries Nevada, Inc.  
Keystone Automotive Industries OH, Inc.  
Keystone Automotive Industries ON, Inc.  
Keystone Automotive Industries QC, Inc.  
Keystone Automotive Industries Resources, Inc.  
Keystone Automotive Industries TN, Inc.  
LKQ 1 Choice Auto Parts, LLC  
LKQ 250 Auto, Inc.  
LKQ A&R Auto Parts, Inc.  
LKQ All Models Corp.  
LKQ Apex Auto Parts, Inc.  
LKQ Atlanta, L.P.  
LKQ Auto Parts of Central California, Inc.  
LKQ Auto Parts of Memphis, Inc.  
LKQ Auto Parts of North Texas, Inc.  
LKQ Auto Parts of North Texas, L.P.  
LKQ Auto Parts of Orlando, LLC  
LKQ Auto Parts of Utah, LLC  
LKQ Best Automotive Corp.  
LKQ Birmingham, Inc.  
LKQ Brad’s Auto & Truck Parts, Inc.  
LKQ Boadway Auto Parts, Inc.  
LKQ Copher Self Service Auto Parts-Bradenton Inc.  
LKQ Copher Self Service Auto Parts-Clearwater Inc.  
LKQ Copher Self Service Auto Parts-St. Petersburg Inc.  
LKQ Copher Self Service Auto Parts-Tampa Inc.  
LKQ Crystal River, Inc.  
LKQ Delaware LLP  
LKQ Dominion Auto Recycling, Inc.  
LKQ Foster Auto Parts, Inc.  
LKQ Foster Auto Parts Salem, Inc.  
LKQ Foster Auto Parts Westside LLC  
LKQ Gorham Auto Parts Corp.  
LKQ Great Lakes Corp.  
LKQ Heavy Truck-Texas Best Diesel LP  
LKQ Holding Co.  
LKQ Hunts Point Auto Parts Corp.  
LKQ Lakenor Auto & Truck Salvage, Inc.  
LKQ Management Company  
LKQ Metro, Inc.  
LKQ Mid-America Auto Parts, Inc.  
LKQ Midwest Auto Parts Corp.  
LKQ Minnesota, Inc.  
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LKQ of Indiana, Inc.  
LKQ of Michigan, Inc.  
LKQ of Nevada, Inc.  
LKQ of Tennessee, Inc.  
LKQ Online Corp.  
LKQ Ontario LP  
LKQ Penn-Mar, Inc.  
LKQ Pintendre Auto, Inc.  
LKQ Pull N Save Auto Parts of Aurora LLC  
LKQ Raleigh Auto Parts Corp.  
LKQ Route 16 Used Auto Parts, Inc.  
LKQ Salisbury, Inc.  
LKQ Savannah, Inc.  
LKQ Self Service Auto Parts-Memphis LLC  
LKQ Self Service Auto Parts-Tulsa, Inc.  
LKQ Self Service Auto Parts-Holland, Inc.  
LKQ Self Service Auto Parts-Kalamazoo, Inc.  
LKQ Smart Parts, Inc.  
LKQ Triplett ASAP, Inc.  
LKQ U-Pull-It Damascus, Inc.  
LKQ U-Pull-It Tigard, Inc.  
LKQ West Michigan Auto Parts, Inc.  
Michael Auto Parts, Incorporated  
Mid-State Aftermarket Body Parts, Inc.  
Northern Light Refinishing Inc.  
Pennsylvania Collision Parts LLC  
Potomac German Auto South, Inc.  
Potomac German Auto, Inc.  
Quality Body Parts, Inc.  
Redding Auto Center, Inc.  
Scrap Processors, LLC  
Speedway Pull-N-Save Auto Parts, LLC  
Supreme Auto Parts, Inc.  
Transmetco Corporation  
Transwheel Corporation  
U-Pull-It, Inc.  
U-Pull-It, North, LLC  

Additional Adopting Employers shall be listed according to the participation agreements as provided by the Employer.  
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ARTICLE III  

CONTRIBUTIONS  

SECTION 3.01—EMPLOYER CONTRIBUTIONS.  

Employer Contributions shall be made without regard to current or accumulated net income, earnings, or profits of the Employer. 
Notwithstanding the foregoing, the Plan shall continue to be designed to qualify as a profit sharing plan for purposes of Code Sections 401(a), 
402, 412, and 417. Such Contributions shall be equal to the Employer Contributions as described below:  
   

The elective deferral agreement to start or modify Elective Deferral Contributions shall be effective as soon as administratively 
feasible on or after the Participant’s Entry Date (Reentry Date, if applicable) or any following date. The elective deferral agreement 
must be entered into on or before the date it is effective.  

The elective deferral agreement to stop Elective Deferral Contributions may be entered into on any date. Such elective deferral 
agreement shall be effective as soon as administratively feasible following the date on which the elective deferral agreement is 
entered into.  

Elective Deferral Contributions more than 50% of Compensation. A Participant who is eligible to make Catch-up Contributions shall 
not be limited to the maximum deferral percentage unless his Elective Deferral Contributions, including Catch-up Contributions, 
exceed this limit plus the dollar amount of Catch-up Contributions permitted.  

Any Participant who is also a participant in the LKQ Corporation 401(k) Plus Plan (the “401(k) Plus Plan”) may elect to have 
Elective Deferral Contributions made to the Plan for a Plan Year in such amounts as are permitted in accordance with the limitations 
of the EXCESS AMOUNTS SECTION of this article. The contributions shall be made at such time as the amount specified in the 
401(k) Plus Plan Participation Agreement shall be considered compensation in accordance with the terms of the 401(k) Plus Plan.  

A Participant who is age 50 or older by the end of the taxable year shall be eligible to make Catch-up Contributions.  

No Participant shall be permitted to have Elective Deferral Contributions, as defined in the EXCESS AMOUNTS SECTION of this 
article, made under this Plan, or any other plan, contract, or arrangement maintained by the Employer, during any calendar year, in 
excess of the dollar limitation contained in Code Section 402(g) in effect for the Participant’s taxable year beginning in such calendar 
year. The dollar limitation in the preceding sentence shall be increased by the dollar limit on Catch-up Contributions under Code 
Section 414(v)(2)(B)(i) for the taxable year for any Participant who will be age 50 or older by the end of the taxable year.  

   

  

(a) The amount of each Elective Deferral Contribution for an Active Participant or an Employee who has had a Severance from 
Employment, who was a Participant, and who is still receiving Compensation from the Employer, shall be equal to a portion of 
Compensation as specified in the elective deferral agreement. An Employee who is eligible to participate in the Plan for purposes of 
Elective Deferral Contributions may file an elective deferral agreement with the Employer. The Participant shall modify or terminate 
the elective deferral agreement by filing a new elective deferral agreement. The elective deferral agreement may not be made 
retroactively and shall remain in effect until modified or terminated. 
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The dollar limitation contained in Code Section 402(g) is $10,500 for taxable years beginning in 2000 and 2001, increasing to 
$11,000 for taxable years beginning in 2002, and increasing by $1,000 for each year thereafter up to $15,000 for taxable years 
beginning in 2006 and later years. After 2006, the $15,000 limit will be adjusted by the Secretary of the Treasury for cost-of-living 
increases under Code Section 402(g)(4). Any such adjustments will be in multiples of $500.  

Catch-up Contributions for a Participant for a taxable year may not exceed the dollar limit on Catch-up Contributions under Code 
Section 414(v)(2)(B)(i) for the taxable year. The dollar limit on Catch-up Contributions under Code Section 414(v)(2)(B)(i) is $1,000 
for taxable years beginning in 2002, increasing by $1,000 for each year thereafter up to $5,000 for taxable years beginning in 2006 
and later years. After 2006, the $5,000 limit will be adjusted by the Secretary of the Treasury for cost-of-living increases under Code 
Section 414(v)(2)(C). Any such adjustments will be in multiples of $500.  

An elective deferral agreement (or change thereto) must be made in such manner and in accordance with such rules as the Employer 
may prescribe in a nondiscriminatory manner (including by means of voice response or other electronic system under circumstances 
the Employer permits) and may not be made retroactively.  

Elective Deferral Contributions are 100% vested and nonforfeitable.  
   

Matching Contributions are calculated based on Elective Deferral Contributions and Compensation for the payroll period. Matching 
Contributions are made for all persons who were Active Participants at any time during that payroll period.  

Elective Deferral Contributions that are Catch-up Contributions shall be matched.  

Matching Contributions are subject to the Vesting Percentage.  
   

Qualified Nonelective Contributions are 100% vested and are distributable only in accordance with the distribution provisions (other 
than for hardships) applicable to Elective Deferral Contributions.  

   

Discretionary Contributions are subject to the Vesting Percentage.  

Employer Contributions are allocated according to the provisions of the ALLOCATION SECTION of this article.  
   

  
(b) The Employer shall make Matching Contributions in an amount not to exceed 50% of Elective Deferral Contributions. Elective 

Deferral Contributions that are over 6% of Compensation won’ t be matched. 

  (c) Qualified Nonelective Contributions may be made for each Plan Year in an amount determined by the Employer. 

  (d) Discretionary Contributions may be made for each Plan Year in an amount determined by the Employer. 
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A portion of the Plan assets resulting from Employer Contributions (but not more than the original amount of those Contributions) may be 
returned if the Employer Contributions are made because of a mistake of fact or are more than the amount deductible under Code Section 404 
(excluding any amount which is not deductible because the Plan is disqualified). The amount involved must be returned to the Employer within 
one year after the date the Employer Contributions are made by mistake of fact or the date the deduction is disallowed, whichever applies. 
Except as provided under this paragraph and in Article VIII, the assets of the Plan shall never be used for the benefit of the Employer and are 
held for the exclusive purpose of providing benefits to Participants and their Beneficiaries and for defraying reasonable expenses of 
administering the Plan.  

SECTION 3.01A—ROLLOVER CONTRIBUTIONS.  

A Rollover Contribution may be made by an Eligible Employee or Inactive Participant if the following conditions are met:  
   

Direct Rollovers . The Plan will accept a direct rollover of an Eligible Rollover Distribution from (i) a qualified plan described in 
Code Section 401(a) or 403(a), including after-tax employee contributions and excluding any portion of a designated Roth account; 
(ii) an annuity contract described in Code Section 403(b), including after-tax employee contributions and excluding any portion of a 
designated Roth account; and (iii) an eligible plan under Code Section 457(b) which is maintained by a state, political subdivision of 
a state, or any agency or instrumentality of a state or political subdivision of a state.  

Participant Rollover Contributions from Other Plans . The Plan will accept a Participant contribution of an Eligible Rollover 
Distribution from (i) a qualified plan described in Code Section 401(a) or 403(a), excluding distributions of a designated Roth 
account; (ii) an annuity contract described in Code Section 403(b), excluding distributions of a designated Roth account; and (iii) an 
eligible plan under Code Section 457(b) which is maintained by a state, political subdivision of a state, or any agency or 
instrumentality of a state or political subdivision of a state.  

Participant Rollover Contributions from IRAs . The Plan will accept a Participant Rollover Contribution of the portion of a 
distribution from an individual retirement account or individual retirement annuity described in Code Section 408(a) or (b) that is 
eligible to be rolled over and would otherwise be includible in the Participant’s gross income.  

   

   

   

   

   

  
(a) The Contribution is a Participant Rollover Contribution or a direct rollover of a distribution made after December 31, 2001 from the 

types of plans specified below. 

  (b) The Contribution is of amounts that the Code permits to be transferred to a plan that meets the requirements of Code Section 401(a). 

  
(c) The Contribution is made in the form of a direct rollover under Code Section 401(a)(31) or is a rollover made under Code 

Section 402(c) or 408(d)(3)(A) within 60 days after the Eligible Employee or Inactive Participant receives the distribution. 

  
(d) The Eligible Employee or Inactive Participant furnishes evidence satisfactory to the Plan Administrator that the proposed rollover 

meets conditions (a), (b), and (c) above. 

  
(e) In the case of an Inactive Participant, the Contribution must be of an amount distributed from another plan of the Employer or a plan 

of a Controlled Group member. 
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A Rollover Contribution shall be allowed in cash only and must be made according to procedures set up by the Plan Administrator.  

If the Eligible Employee is not an Active Participant when the Rollover Contribution is made, he shall be deemed to be an Active 
Participant only for the purpose of investment and distribution of the Rollover Contribution. Employer Contributions shall not be made for or 
allocated to the Eligible Employee until the time he meets all of the requirements to become an Active Participant.  

Rollover Contributions made by an Eligible Employee or an Inactive Participant shall be credited to his Account. The part of the 
Participant’s Account resulting from Rollover Contributions is 100% vested and nonforfeitable at all times. Separate accounting records shall be 
maintained for those parts of his Rollover Contributions consisting of (i) voluntary contributions which were deducted from the Participant’s 
gross income for Federal income tax purposes and (ii) after-tax employee contributions, including the portion that would not have been 
includible in the Participant’s gross income if the contributions were not rolled over into this Plan.  

SECTION 3.02—FORFEITURES.  

The Nonvested Account of a Participant shall be forfeited as of the earlier of the following:  
   

   

All or a portion of a Participant’s Nonvested Account shall be forfeited before such earlier date if, after he has a Severance from Employment, he 
receives, or is deemed to receive, a distribution of his entire Vested Account or a distribution of his Vested Account derived from Employer 
Contributions under the RETIREMENT BENEFITS SECTION of Article V, the VESTED BENEFITS SECTION of Article V, or the SMALL 
AMOUNTS SECTION of Article X. The forfeiture shall occur as of the date the Participant receives, or is deemed to receive, the distribution. If 
a Participant receives, or is deemed to receive, his entire Vested Account, his entire Nonvested Account shall be forfeited. If a Participant 
receives a distribution of his Vested Account from Employer Contributions, but less than his entire Vested Account, the amount to be forfeited 
shall be determined by multiplying his Nonvested Account from such Contributions by a fraction. The numerator of the fraction is the amount of 
the distribution derived from Employer Contributions and the denominator of the fraction is his entire Vested Account derived from such 
Contributions on the date of the distribution. If Employer Contributions are subject to different Vesting Percentages, the amount to be forfeited 
for a distribution of less than his entire Vested Account shall be determined separately for the portion of his Account resulting from all Employer 
Contributions subject to the same Vesting Percentage. If a Participant receives a distribution of his Vested Account from Employer 
Contributions, but less than his entire Vested Account, the amount to be forfeited shall be determined by multiplying his Nonvested Account 
from Employer Contributions subject to the same Vesting Percentage by a fraction. The numerator of the fraction is the amount of the 
distribution derived from Employer Contributions subject to the same Vesting Percentage and the denominator of the fraction is his entire Vested 
Account derived from such Contributions on the date of the distribution.  

A Forfeiture shall also occur as provided in the EXCESS AMOUNTS SECTION of this article.  

Forfeitures shall be determined at least once during each Plan Year. Forfeitures may first be used to pay administrative expenses. 
Forfeitures of Matching Contributions that relate to excess amounts as provided in the EXCESS AMOUNTS SECTION of this article, that have 
not been used to pay administrative expenses, shall be applied to reduce the earliest Employer Contributions made after the Forfeitures are 
determined. Any other Forfeitures that have not been used to pay administrative expenses shall be applied to reduce the earliest Employer 
Contributions made after the Forfeitures are determined. Upon their application to reduce Employer Contributions, Forfeitures shall be deemed 
to be Employer Contributions.  
   

  (a) the date the record keeper is notified that the Participant died (if prior to such date he has had a Severance from Employment), or 

  (b) the Participant’s Forfeiture Date. 
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If a Participant again becomes an Eligible Employee after receiving a distribution which caused all of his Nonvested Account to be 
forfeited, he shall have the right to repay to the Plan the entire amount of the distribution he received (excluding the portion of the distribution 
attibutable to Rollover Contributions). The repayment must be made in a single sum (repayment in installments is not permitted) before the 
earlier of the date five years after the date he again becomes an Eligible Employee or the end of the first period of five consecutive Vesting 
Breaks in Service which begin after the date of the distribution of his entire Vested Account.  

If the Participant makes the repayment above, the Plan Administrator shall restore to his Account an amount equal to his Nonvested 
Account that was forfeited on the date of distribution, unadjusted for any investment gains or losses. If no amount is to be repaid because the 
Participant was deemed to have received a distribution and he again performs an Hour of Service as an Eligible Employee within the repayment 
period, the Plan Administrator shall restore the Participant’s Account as if he had made a required repayment on the date he performed such 
Hour of Service. Restoration of the Participant’s Account shall include restoration of all Code Section 411(d)(6) protected benefits with respect 
to the restored Account, according to applicable Treasury regulations. Provided, however, the Plan Administrator shall not restore the Nonvested 
Account if (i) a Forfeiture Date has occurred after the date of the distribution and on or before the date of repayment and (ii) that Forfeiture Date 
would result in a complete forfeiture of the amount the Plan Administrator would otherwise restore.  

The Plan Administrator shall restore the Participant’s Account by the close of the Plan Year following the Plan Year in which repayment is 
made. The permissible sources for restoration of the Participant’s Account are Forfeitures or special Employer Contributions. Such special 
Employer Contributions shall be made without regard to profits. The repaid and restored amounts are not included in the Participant’s Annual 
Additions, as defined in the CONTRIBUTION LIMITATION SECTION of this article.  

SECTION 3.03—ALLOCATION.  

A person meets the allocation requirements of this section if he is an Active Participant on the last day of the Plan Year and has at least 
1,000 Hours of Service during the latest Accrual Computation Period ending on or before that date. A person shall also meet the requirements of 
this section if he was an Active Participant at any time during the Plan Year and reaches his Normal Retirement Date, becomes disabled (and 
such disability is determined to meet the definition of Totally and Permanently Disabled), or dies. Beginning January 1, 2007, a person who dies 
or becomes disabled (and such disability is determined to meet the definition of Totally and Permanently Disabled) while performing Qualified 
Military Service shall also meet the requirements of this section if he is a Participant at any time during the Plan Year.  

An Employee’s service with a Predecessor Employer that did not maintain this Plan shall be included as service with the Employer for the 
purpose of determining his Hours of Service to be eligible for an allocation. An Employee’s service with such Predecessor Employer shall be 
counted only if service continued with the Employer without interruption. This service includes service performed while a proprietor or partner.  

Elective Deferral Contributions shall be allocated to the Participants for whom such Contributions are made under the EMPLOYER 
CONTRIBUTIONS SECTION of this article. Such Contributions shall be allocated when made and credited to the Participant’s Account.  
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Matching Contributions shall be allocated to the persons for whom such Contributions are made under the EMPLOYER 
CONTRIBUTIONS SECTION of this article. Such Contributions shall be allocated when made and credited to the person’s Account.  

Qualified Nonelective Contributions shall be allocated as of the last day of the Plan Year to each person who was an Active Participant at 
any time during the Plan Year. Such Qualified Nonelective Contributions shall be allocated only to Nonhighly Compensated Employees. The 
amount allocated to such person for the Plan Year shall be equal to such Qualified Nonelective Contributions multiplied by the ratio of such 
person’s Annual Compensation for the Plan Year to the total Annual Compensation of all such persons. This amount shall be credited to the 
person’s Account.  

Discretionary Contributions shall be allocated as of the last day of the Plan Year, using Annual Compensation for the Plan Year. In years in 
which the Plan is a Top-heavy Plan, as defined in the DEFINITIONS SECTION of Article XI, and the minimum contribution under the 
MODIFICATION OF CONTRIBUTIONS SECTION of Article XI is not being provided by other contributions to this Plan or another plan of 
the Employer, the allocation shall be made to each person meeting the allocation requirements of this section and each person entitled to a 
minimum contribution under the MODIFICATION OF CONTRIBUTIONS SECTION of Article XI. In all other years, the allocation shall be 
made to each person meeting the allocation requirements of this section. The amount allocated shall be equal to the Discretionary Contributions 
multiplied by the ratio of such person’s Annual Compensation to the total Annual Compensation for all such persons. The allocation for any 
person who does not meet the allocation requirements of this section shall be limited to the amount necessary to fund the minimum contribution.  

In years in which the Plan is a Top-heavy Plan, the minimum contribution under the MODIFICATION OF CONTRIBUTIONS SECTION 
of Article XI is not being provided by other contributions to this Plan or another plan of the Employer, and the allocation described above (or 
any subsequent allocation described below) would provide an allocation for any person less than the minimum contribution required for such 
person in the MODIFICATION OF CONTRIBUTIONS SECTION of Article XI, such minimum contribution shall first be allocated to all such 
persons. Then any amount remaining shall be allocated to the remaining persons sharing in the allocation based on Annual Compensation as 
described above, as if they were the only persons sharing in the allocation for the Plan Year.  

This amount shall be credited to the person’s Account.  

If Leased Employees are Eligible Employees, in determining the amount of Employer Contributions allocated to a person who is a Leased 
Employee, contributions provided by the leasing organization that are attributable to services such Leased Employee performs for the Employer 
shall be treated as provided by the Employer. Those contributions shall not be duplicated under this Plan.  

SECTION 3.04—CONTRIBUTION LIMITATION.  

Contributions to the Plan shall be limited in accordance with Code Section 415 and the regulations thereunder. The limitations of this 
section shall apply to Limitation Years beginning on or after July 1, 2007, except as otherwise provided herein.  
   

Annual Additions means the sum of the following amounts credited to a Participant’s account for the Limitation Year:  
   

  (a) Definitions . For the purpose of determining the contribution limitation set forth in this section, the following terms are defined. 
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Annual Additions to a defined contribution plan, as defined in section 1.415(c)-1(a)(2)(i) of the regulations, shall also include the 
following:  

   

   

   

   

Compensation means wages, salaries, and fees for professional services and other amounts received (without regard to whether or 
not an amount is paid in cash) for personal services actually rendered in the course of employment with the Employer maintaining 
the plan to the extent that the amounts are includible in gross income (including, but not limited to, commissions paid to 
salespersons, compensation for services on the basis of a percentage of profits, commissions on insurance premiums, tips, bonuses, 
fringe benefits, and reimbursements or other expense allowances under a nonaccountable plan (as described in section 1.62-2(c) of 
the regulations)), and excluding the following:  

   

   

   

   

   

  (1) employer contributions; 

  (2) employee contributions; and 

  (3) forfeitures. 

  
(4) mandatory employee contributions, as defined in Code Section 411(c)(2)(C) and section 1.411(c)-1(c)(4) of the regulations, to 

a defined benefit plan; 

  
(5) contributions allocated to any individual medical benefit account, as defined in Code Section 415(l)(2), which is part of a 

pension or annuity plan maintained by the Employer; 

  
(6) amounts attributable to post-retirement medical benefits, allocated to the separate account of a key employee, as defined in 

Code Section 419A(d)(3), under a welfare benefit fund, as defined in Code Section 419(e), maintained by the Employer; and 

  (7) annual additions under an annuity contract described in Code Section 403(b). 

  

(1) employer contributions (other than elective contributions described in Code Section 402(e)(3), 408(k)(6), 408(p)(2)(A)(i), or 
457(b)) to a plan of deferred compensation (including a simplified employee pension described in Code Section 408(k) or a 
simple retirement account described in Code Section 408(p), and whether or not qualified) to the extent such contributions are 
not includible in the employee’s gross income for the taxable year in which contributed, and any distributions (whether or not 
includible in gross income when distributed) from a plan of deferred compensation (whether or not qualified); 

  
(2) amounts realized from the exercise of a nonstatutory stock option (that is, an option other than a statutory stock option as 

defined in section 1.421-1(b) of the regulations), or when restricted stock (or property) held by the employee either becomes 
freely transferable or is no longer subject to a substantial risk of forfeiture; 

  (3) amounts realized from the sale, exchange or other disposition of stock acquired under a statutory stock option; 

  
(4) other amounts that receive special tax benefits, such as premiums for group-term life insurance (but only to the extent that the 

premiums are not includible in the gross income of the employee and are not salary reduction amounts that are described in 
Code Section 125); and 
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For any Self-employed Individual, Compensation shall mean Earned Income.  

Except as provided herein, Compensation for a Limitation Year is the Compensation actually paid or made available (or if earlier, 
includible in gross income) during such Limitation Year.  

For Limitation Years beginning on or after July 1, 2007, Compensation for a Limitation Year shall also include Compensation paid 
by the later of 2 1/2 months after an employee’s Severance from Employment with the Employer maintaining the plan or the end of 
the Limitation Year that includes the date of the employee’s Severance from Employment with the Employer maintaining the plan, if 
the payment is regular Compensation for services during the employee’s regular working hours, or Compensation for services 
outside the employee’s regular working hours (such as overtime or shift differential), commissions, bonuses, or other similar 
payments, and, absent a Severance from Employment, the payments would have been paid to the employee while the employee 
continued in employment with the Employer.  

Any payments not described above shall not be considered Compensation if paid after Severance from Employment, even if they are 
paid by the later of 2 1/2 months after the date of Severance from Employment or the end of the Limitation Year that includes the 
date of Severance from Employment, except, payments to an individual who does not currently perform services for the Employer by 
reason of qualified military service (as that term is used in Code Section 414(u)(1)) to the extent these payments do not exceed the 
amounts the individual would have received if the individual had continued to perform services for the Employer rather than entering 
qualified military service.  

Beginning January 1, 2009, Compensation shall include Differential Wage Payments.  

Back pay, within the meaning of section 1.415(c)-2(g)(8) of the regulations, shall be treated as Compensation for the Limitation Year 
to which the back pay relates to the extent the back pay represents wages and compensation that would otherwise be included in this 
definition.  

Compensation paid or made available during such Limitation Year shall include amounts that would otherwise be included in 
Compensation but for an election under Code Section 125(a), 132(f)(4), 402(e)(3), 402(h)(1)(B), 402(k), or 457(b).  

Compensation shall not include amounts paid as Compensation to a nonresident alien, as defined in Code Section 7701(b)(1)(B), 
who is not a Participant in the Plan to the extent the Compensation is excludible from gross income and is not effectively connected 
with the conduct of a trade or business within the United States.  

Defined Contribution Dollar Limitation means, effective for Limitation Years beginning after December 31, 2001, $40,000, 
automatically adjusted under Code Section 415(d), effective January 1 of each year, as published in the Internal Revenue Bulletin. 
The new limitation shall apply to Limitation Years ending with or within the calendar year of the date of the adjustment, but a 
Participant’s Annual Additions for a Limitation Year cannot exceed the currently applicable dollar limitation (as in effect before the 
January 1 adjustment) prior to January 1. However, after a January 1 adjustment is made, Annual Additions for the entire Limitation 
Year are permitted to reflect the dollar limitation as adjusted on January 1.  

   

  (5) other items of remuneration that are similar to any of the items listed in (1) through (4) above. 
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Employer means the employer that adopts this Plan, and all members of a controlled group of corporations (as defined in Code 
Section 414(b) as modified by Code Section 415(h)), all commonly controlled trades or businesses (as defined in Code Section 414
(c), as modified, except in the case of a brother-sister group of trades or businesses under common control, by Code Section 415(h)), 
or affiliated service groups (as defined in Code Section 414(m)) of which the adopting employer is a part, and any other entity 
required to be aggregated with the employer pursuant to Code Section 414(o).  

Limitation Year means the consecutive 12-month period ending on the last day of each Plan Year, including corresponding 
consecutive 12-month periods before August 1, 1999. If the Limitation Year is other than the calendar year, execution of this Plan (or 
any amendment to this Plan changing the Limitation Year) constitutes the Employer’s adoption of a written resolution electing the 
Limitation Year. If the Limitation Year is amended to a different consecutive 12-month period, the new Limitation Year must begin 
on a date within the Limitation Year in which the amendment is made.  

Maximum Annual Addition means, for Limitation Years beginning on or after January 1, 2002, except for catch-up contributions 
described in Code Section 414(v), the Annual Addition that may be contributed or allocated to a Participant’s Account under the Plan 
for any Limitation Year. This amount shall not exceed the lesser of:  

   

   

A Participant’s Compensation for a Limitation Year shall not include Compensation in excess of the limitation under Code 
Section 401(a)(17) that is in effect for the calendar year in which the Limitation Year begins.  

The compensation limitation referred to in (2) shall not apply to an individual medical benefit account (as defined in Code 
Section 415(l); or a post-retirement medical benefits account for a key employee (as defined in Code Section 419A(d)(1)).  

If a short Limitation Year is created because of an amendment changing the Limitation Year to a different consecutive 12-month 
period, the Maximum Annual Addition will not exceed the Defined Contribution Dollar Limitation multiplied by the following 
fraction:  

Number of months (including any fractional parts of a month)  
in the short Limitation Year  

12  

If the Plan is terminated as of a date other than the last day of the Limitation Year, the Plan is treated as if the Plan was amended to 
change the Limitation Year and create a short Limitation Year ending on the date the Plan is terminated.  

If a short Limitation Year is created, the limitation under Code Section 401(a)(17) shall be prorated in the same manner as the 
Defined Contribution Dollar Limitation.  

   

  (1) The Defined Contribution Dollar Limitation, or 

  (2) 100 percent of the Participant’s Compensation for the Limitation Year. 
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Predecessor Employer means, with respect to a Participant, a former employer if the Employer maintains a plan that provides a 
benefit which the Participant accrued while performing services for the former employer. Predecessor Employer also means, with 
respect to a Participant, a former entity that antedates the Employer if, under the facts and circumstances, the Employer constitutes a 
continuation of all or a portion of the trade or business of the former entity.  

Severance from Employment means an employee has ceased to be an employee of the Employer maintaining the plan. An 
employee does not have a Severance from Employment if, in connection with a change of employment, the employee’s new 
employer maintains the plan with respect to the employee.  

   

   

   

   

   

   

  

(b) If the Participant does not participate in another defined contribution plan, as defined in section 1.415(c)-1(a)(2)(i) of the regulations 
(without regard to whether the plan(s) have been terminated) maintained by the Employer, the amount of Annual Additions that may 
be credited to the Participant’s Account for any Limitation Year shall not exceed the lesser of the Maximum Annual Addition or any 
other limitation contained in this Plan. If the Employer Contribution that would otherwise be contributed or allocated to the 
Participant’s Account would cause the Annual Additions for the Limitation Year to exceed the Maximum Annual Addition, the 
amount contributed or allocated shall be reduced so that the Annual Additions for the Limitation Year will equal the Maximum 
Annual Addition. 

  

(c) If, in addition to this Plan, the Participant is covered under another defined contribution plan, as defined in section 1.415(c)-1(a)(2)(i) 
of the regulations, (without regard to whether the plan(s) have been terminated) maintained by the Employer that provides an Annual 
Addition during any Limitation Year, the Annual Additions that may be credited to a Participant’s Account under this Plan for any 
such Limitation Year will not exceed the Maximum Annual Addition, reduced by the Annual Additions credited to a Participant’s 
account under the other defined contribution plan(s) for the same Limitation Year. If the Annual Additions with respect to the 
Participant under the other defined contribution plan(s) maintained by the Employer are less than the Maximum Annual Addition, 
and the Employer Contribution that would otherwise be contributed or allocated to the Participant’s Account under this Plan would 
cause the Annual Additions for the Limitation Year to exceed this limitation, the amount contributed or allocated will be reduced so 
that the Annual Additions under all such plans and funds for the Limitation Year will equal the Maximum Annual Addition. If the 
Annual Additions with respect to the Participant under the other defined contribution plan(s) in the aggregate are equal to or greater 
than the Maximum Annual Addition, no amount will be contributed or allocated to the Participant’s Account under this Plan for the 
Limitation Year. 

  (d) The limitation of this section shall be determined and applied taking into account the rules in subparagraph (e) below. 

  (e) Other Rules 

  

(1) Aggregating Plans . For purposes of applying the limitations of this section for a Limitation Year, all defined contribution 
plans (as defined in section 1.415(c)-1(a)(2)(i) of the regulations and without regard to whether the plan(s) have been 
terminated) ever maintained by the Employer and all defined contribution plans of a Predecessor Employer (in the Limitation 
Year in which such Predecessor Employer is created) under which a Participant receives Annual Additions are treated as one 
defined contribution plan. 
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SECTION 3.05—EXCESS AMOUNTS.  
   

ACP means, for a specified group of Participants (either Highly Compensated Employees or Nonhighly Compensated Employees) 
for a Plan Year, the average (expressed as a percentage) of the Contribution Percentages of the Eligible Participants in the group.  

ADP means, for a specified group of Participants (either Highly Compensated Employees or Nonhighly Compensated Employees) 
for a Plan Year, the average (expressed as a percentage) of the Deferral Percentages of the Eligible Participants in the group.  

Catch-up Contributions means Elective Deferral Contributions made to a plan that are in excess of an otherwise applicable plan 
limit and that are made by participants who are age 50 or older by the end of the taxable year. An otherwise applicable plan limit is a 
limit in the plan that applies to Elective Deferral Contributions without regard to Catch-up Contributions, such as the limits on the 
maximum annual additions under Code Section 415, the dollar limitation on Elective Deferral Contributions under Code Section 402
(g) (not counting Catch-up Contributions), and the limit imposed by the nondiscrimination test described in Code Section 401(k)(3).  

Contribution Percentage means the ratio (expressed as a percentage) of the Eligible Participant’s Contribution Percentage Amounts 
to the Eligible Participant’s Compensation (excluding Differential Wage Payments paid on or after January 1, 2009) for the Plan 
Year (whether or not the Eligible Participant was an Eligible Participant for the entire Plan Year). For an Eligible Participant for 
whom such Contribution Percentage Amounts for the Plan Year are zero, the percentage is zero.  

Contribution Percentage Amounts means the sum of the Participant Contributions (excluding Participant Contributions withheld 
from Differential Wage Payments paid on or after January 1, 2009) and Matching Contributions (excluding Matching Contributions 
based on Elective Deferral Contributions and Participant Contributions withheld from Differential Wage Payments paid on or after 
January 1, 2009) made under the plan on behalf of the Eligible Participant for the plan year. For plan years beginning on or after 
January 1, 2006, Matching Contributions cannot be taken  

   

  
(2) Break-up of Affiliated Employers . The Annual Additions under a formerly affiliated plan (as defined in section 1.415(f)-1(b)

(2)(ii) of the regulations) of the Employer are taken into account for purposes of applying the limitations of this section for the 
Limitation Year in which the cessation of affiliation took place. 

  

(3) Previously Unaggregated Plans . The limitations of this section are not exceeded for the first Limitation Year in which two or 
more existing plans, which previously were not required to be aggregated pursuant to section 1.415(f) of the regulations, are 
aggregated, provided that no Annual Additions are credited to a Participant after the date on which the plans are required to be 
aggregated if the Annual Additions already credited to the Participant in the existing plans equal or exceed the Maximum 
Annual Addition. 

  

(4) Aggregation with Multiemployer Plan . If the Employer maintains a multiemployer plan, as defined in Code Section 414(f), 
and the multiemployer plan so provides, only the Annual Additions under the multiemployer plan that are provided by the 
Employer shall be treated as Annual Additions provided under a plan maintained by the Employer for purposes of this 
section. 

  (a) Definitions . For purposes of this section, the following terms are defined: 
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into account for a plan year for a Nonhighly Compensated Employee to the extent they are disproportionate matching contributions 
as defined in section 1.401(m)-2(a)(5)(ii) of the regulations. Such Contribution Percentage Amounts shall not include Matching 
Contributions that are forfeited either to correct Excess Aggregate Contributions or because the contributions to which they relate are 
Excess Elective Deferrals, Excess Contributions, or Excess Aggregate Contributions. Under such rules as the Secretary of the 
Treasury shall prescribe, in determining the Contribution Percentage the Employer may elect to include Qualified Nonelective 
Contributions under this Plan that were not used in computing the Deferral Percentage. For plan years beginning on or after 
January 1, 2006, Qualified Nonelective Contributions cannot be taken into account for a plan year for a Nonhighly Compensated 
Employee to the extent they are disproportionate contributions as defined in section 1.401(m)-2(a)(6)(v) of the regulations. The 
Employer may also elect to use Elective Deferral Contributions in computing the Contribution Percentage so long as the ADP Test is 
met before the Elective Deferral Contributions are used in the ACP Test and continues to be met following the exclusion of those 
Elective Deferral Contributions that are used to meet the ACP Test.  

Deferral Percentage means the ratio (expressed as a percentage) of Elective Deferral Contributions (other than Catch-up 
Contributions and Elective Deferral Contributions withheld from Differential Wage Payments paid on or after January 1, 2009) under 
this Plan on behalf of the Eligible Participant for the Plan Year to the Eligible Participant’s Compensation (excluding Differential 
Wage Payments paid on or after January 1, 2009) for the Plan Year (whether or not the Eligible Participant was an Eligible 
Participant for the entire Plan Year). The Elective Deferral Contributions used to determine the Deferral Percentage shall include 
Excess Elective Deferrals (other than Excess Elective Deferrals of Nonhighly Compensated Employees that arise solely from 
Elective Deferral Contributions made under this Plan or any other plans of the Employer or a Controlled Group member), but shall 
exclude Elective Deferral Contributions that are used in computing the Contribution Percentage (provided the ADP Test is satisfied 
both with and without exclusion of these Elective Deferral Contributions). Under such rules as the Secretary of the Treasury shall 
prescribe, the Employer may elect to include Qualified Nonelective Contributions and Qualified Matching Contributions under this 
Plan in computing the Deferral Percentage. For Plan Years beginning on or after January 1, 2006, Qualified Matching Contributions 
cannot be taken into account for a Plan Year for a Nonhighly Compensated Employee to the extent they are disproportionate 
matching contributions as defined in section 1.401(m)-2(a)(5)(ii) of the regulations. For Plan Years beginning on or after January 1, 
2006, Qualified Nonelective Contributions cannot be taken into account for a Plan Year for a Nonhighly Compensated Employee to 
the extent they are disproportionate contributions as defined in section 1.401(k)-2(a)(6)(iv) of the regulations. For an Eligible 
Participant for whom such contributions on his behalf for the Plan Year are zero, the percentage is zero.  

Elective Deferral Contributions means any employer contributions made to a plan at the election of a participant in lieu of cash 
compensation. With respect to any taxable year, a participant’s Elective Deferral Contributions are the sum of all employer 
contributions made on behalf of such participant pursuant to an election to defer under any qualified cash or deferred arrangement 
described in Code Section 401(k), any salary reduction simplified employee pension plan described in Code Section 408(k)(6), any 
SIMPLE IRA plan described in Code Section 408(p), any plan described under Code Section 501(c)(18), and any employer 
contributions made on behalf of a participant for the purchase of an annuity contract under Code Section 403(b) pursuant to a salary 
reduction agreement. For taxable years beginning after December 31, 2005, Elective Deferral Contributions include Pre-tax Elective 
Deferral Contributions and Roth Elective Deferral Contributions. Elective Deferral Contributions shall not include any deferrals 
properly distributed as excess annual additions.  
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Eligible Participant means, for purposes of determining the Deferral Percentage, any Employee who is otherwise entitled to make 
Elective Deferral Contributions under the terms of the plan for the plan year. Eligible Participant means, for purposes of determining 
the Contribution Percentage, any Employee who is eligible (i) to make a Participant Contribution or an Elective Deferral 
Contribution (if the Employer takes such contributions into account in the calculation of the Contribution Percentage), or (ii) to 
receive a Matching Contribution (including forfeitures) or a Qualified Matching Contribution. If a Participant Contribution is 
required as a condition of participation in the plan, any Employee who would be a participant in the plan if such Employee made 
such a contribution shall be treated as an Eligible Participant on behalf of whom no Participant Contributions are made.  

Excess Aggregate Contributions means, with respect to any Plan Year, the excess of:  
   

   

Such determination shall be made after first determining Excess Elective Deferrals and then determining Excess Contributions.  

Excess Contributions means, with respect to any Plan Year, the excess of:  
   

   

Such determination shall be made after first determining Excess Elective Deferrals.  

Excess Elective Deferrals means those Elective Deferral Contributions of a Participant that either (i) are made during the 
Participant’s taxable year and exceed the dollar limitation under Code Section 402(g) or (ii) are made during a calendar year and 
exceed the dollar limitation under Code Section 402(g) for the Participant’s taxable year beginning in such calendar year, counting 
only Elective Deferral Contributions made under this Plan and any other plan, contract, or arrangement maintained by the Employer. 
The dollar limitation shall be increased by the dollar limit on Catch-up Contributions under Code Section 414(v), if applicable.  

Excess Elective Deferrals shall be treated as Annual Additions, as defined in the CONTRIBUTION LIMITATION SECTION of this 
article, under the Plan, unless such amounts are distributed no later than the first April 15 following the close of the Participant’s 
taxable year.  

   

  
(1) The aggregate Contribution Percentage Amounts taken into account in computing the numerator of the Contribution 

Percentage actually made on behalf of Highly Compensated Employees for such Plan Year, over 

  
(2) The maximum Contribution Percentage Amounts permitted by the ACP Test (determined by hypothetically reducing 

contributions made on behalf of Highly Compensated Employees in order of their Contribution Percentages beginning with 
the highest of such percentages). 

  
(1) The aggregate amount of employer contributions actually taken into account in computing the Deferral Percentage of Highly 

Compensated Employees for such Plan Year, over 

  
(2) The maximum amount of such contributions permitted by the ADP Test (determined by hypothetically reducing contributions 

made on behalf of Highly Compensated Employees in the order of the Deferral Percentages, beginning with the highest of 
such percentages). 
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Matching Contributions means employer contributions made to this or any other defined contribution plan, or to a contract 
described in Code Section 403(b), on behalf of a participant on account of a Participant Contribution made by such participant, or on 
account of a participant’s Elective Deferral Contributions, under a plan maintained by the Employer or a Controlled Group member.  

Participant Contributions means contributions (other than Roth Elective Deferral Contributions) made to the plan by or on behalf 
of a participant that are included in the participant’s gross income in the year in which made and that are maintained under a separate 
account to which the earnings and losses are allocated.  

Pre-tax Elective Deferral Contributions means a participant’s Elective Deferral Contributions that are not includible in the 
participant’s gross income at the time deferred.  

Qualified Matching Contributions means Matching Contributions that are nonforfeitable when made to the plan and that are 
distributable only in accordance with the distribution provisions (other than for hardships) applicable to Elective Deferral 
Contributions.  

Qualified Nonelective Contributions means any employer contributions (other than Matching Contributions) that an Employee may 
not elect to have paid to him in cash instead of being contributed to the plan and that are nonforfeitable when made to the plan and 
that are distributable only in accordance with the distribution provisions (other than for hardships) applicable to Elective Deferral 
Contributions.  

Roth Elective Deferral Contributions means a participant’s Elective Deferral Contributions that are not excludible from the 
participant’s gross income at the time deferred and have been irrevocably designated as Roth Elective Deferral Contributions by the 
participant in his elective deferral agreement. Whether an Elective Deferral Contribution is not excludible from a participant’s gross 
income will be determined in accordance with section 1.401(k)-1(f)(2) of the regulations. In the case of a self-employed individual, 
an Elective Deferral Contribution is not excludible from gross income only if the individual does not claim a deduction for such 
amount.  

   

Notwithstanding any other provisions of the Plan, Elective Deferral Contributions in an amount equal to the Excess Elective 
Deferrals assigned to this Plan, plus any income and minus any loss allocable thereto, shall be distributed no later than April 15 to 
any Participant to whose Account Excess Elective Deferrals were assigned for the preceding year and who claims Excess Elective 
Deferrals for such taxable year or calendar year.  

   

  

(b) Excess Elective Deferrals . A Participant may assign to this Plan any Excess Elective Deferrals made during a taxable year of the 
Participant by notifying the Plan Administrator in writing on or before the first following March 1 of the amount of the Excess 
Elective Deferrals to be assigned to the Plan. A Participant is deemed to notify the Plan Administrator of any Excess Elective 
Deferrals that arise by taking into account only those Elective Deferral Contributions made to this Plan and any other plan, contract, 
or arrangement of the Employer or a Controlled Group member. The Participant’s claim for Excess Elective Deferrals shall be 
accompanied by the Participant’s written statement that if such amounts are not distributed, such Excess Elective Deferrals will 
exceed the limit imposed on the Participant by Code Section 402(g) (including, if applicable, the dollar limitation on Catch-up 
Contributions under Code Section 414(v)) for the year in which the deferral occurred. The Excess Elective Deferrals assigned to this 
Plan cannot exceed the Elective Deferral Contributions allocated under this Plan for such taxable year. 
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The Excess Elective Deferrals shall be adjusted for any income or loss. The income or loss allocable to such Excess Elective 
Deferrals shall be equal to the income or loss allocable to the Participant’s Elective Deferral Contributions for the taxable year in 
which the excess occurred multiplied by a fraction. The numerator of the fraction is the Excess Elective Deferrals. The denominator 
of the fraction is the closing balance without regard to any income or loss occurring during such taxable year (as of the end of such 
taxable year) of the Participant’s Account resulting from Elective Deferral Contributions.  

For purposes of determining income or loss on Excess Elective Deferrals for taxable years beginning on or after January 1, 2008, no 
adjustment shall be made for income or loss for the gap period.  

Any Matching Contributions that were based on the Elective Deferral Contributions distributed as Excess Elective Deferrals, plus 
any income and minus any loss allocable thereto, shall be forfeited.  

   

   

   

   

   

   

If this is not a successor plan, for the first Plan Year the Plan permits any Participant to make Elective Deferral Contributions, 
for purposes of the foregoing tests, the prior year’s Nonhighly Compensated Employees’ ADP shall be 3 percent or the Plan 
Year’s ADP for these Eligible Participants, as elected by the Employer.  

   

   

   

  
(c) ADP Test . As of the end of each Plan Year after Excess Elective Deferrals have been determined, the Plan must satisfy the ADP 

Test. The ADP Test shall be satisfied using the prior year testing method or the current year testing method, as elected by the 
Employer. 

  
(1) Prior Year Testing Method . The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees for 

each Plan Year and the prior year’s ADP for Eligible Participants who were Nonhighly Compensated Employees for the prior 
Plan Year must satisfy one of the following tests: 

  
(i) The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year shall not 

exceed the prior year’s ADP for Eligible Participants who were Nonhighly Compensated Employees for the prior Plan 
Year multiplied by 1.25; or 

  (ii) The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year: 

  
A. shall not exceed the prior year’s ADP for Eligible Participants who were Nonhighly Compensated Employees for 

the prior Plan Year multiplied by 2, and 

  B. the difference between such ADPs is not more than 2. 

  
(2) Current Year Testing Method . The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees 

for each Plan Year and the ADP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year must 
satisfy one of the following tests: 

  
(i) The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year shall not 

exceed the ADP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year multiplied by 
1.25; or 
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If the Employer has elected to use the current year testing method, that election cannot be changed unless (i) the Plan has been 
using the current year testing method for the preceding five Plan Years, or if less, the number of Plan Years the Plan has been 
in existence; or (ii) if as a result of a merger or acquisition described in Code Section 410(b)(6)(C)(i), the Employer maintains 
both a plan using the prior year testing method and a plan using the current year testing method and the change is made within 
the transition period described in Code Section 410(b)(6)(C)(ii).  

A Participant is a Highly Compensated Employee for a particular Plan Year if he meets the definition of a Highly Compensated 
Employee in effect for that Plan Year. Similarly, a Participant is a Nonhighly Compensated Employee for a particular Plan Year if he 
does not meet the definition of a Highly Compensated Employee in effect for that Plan Year.  

The Deferral Percentage for any Eligible Participant who is a Highly Compensated Employee for the Plan Year and who is eligible to 
have Elective Deferral Contributions (and Qualified Nonelective Contributions or Qualified Matching Contributions, or both, if 
treated as Elective Deferral Contributions for purposes of the ADP Test) allocated to his account under two or more arrangements 
described in Code Section 401(k) that are maintained by the Employer or a Controlled Group member shall be determined as if such 
Elective Deferral Contributions (and, if applicable, such Qualified Nonelective Contributions or Qualified Matching Contributions, 
or both) were made under a single arrangement. For Plan Years beginning on or after January 1, 2006, if a Highly Compensated 
Employee participates in two or more cash or deferred arrangements of the Employer or of a Controlled Group member that have 
different plan years, all Elective Deferral Contributions made during the Plan Year shall be aggregated. For Plan Years beginning 
before January 1, 2006, all such cash or deferred arrangements ending with or within the same calendar year shall be treated as a 
single arrangement. The foregoing notwithstanding, certain plans shall be treated as separate if mandatorily disaggregated under the 
regulations of Code Section 401(k).  

In the event this Plan satisfies the requirements of Code Section 401(k), 401(a)(4), or 410(b) only if aggregated with one or more 
other plans, or if one or more other plans satisfy the requirements of such Code sections only if aggregated with this Plan, then this 
section shall be applied by determining the Deferral Percentage of Employees as if all such plans were a single plan. If more than 10 
percent of the Employer’s Nonhighly Compensated Employees are involved in a plan coverage change as defined in section 1.401
(k)-2(c)(4) of the regulations, then any adjustments to the Nonhighly Compensated Employee ADP for the prior year shall be made 
in accordance with such regulations if the Employer has elected to use the prior year testing method. Plans may be aggregated in 
order to satisfy Code Section 401(k) only if they have the same plan year and use the same testing method for the ADP Test.  

   

  (ii) The ADP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year: 

  
A. shall not exceed the ADP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year 

multiplied by 2, and 

  B. the difference between such ADP’s is not more than 2. 
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For purposes of the ADP Test, Elective Deferral Contributions, Qualified Nonelective Contributions, and Qualified Matching 
Contributions must be made before the end of the 12-month period immediately following the Plan Year to which the contributions 
relate.  

If the Plan Administrator should determine during the Plan Year that the ADP Test is not being met, the Plan Administrator may 
limit the amount of future Elective Deferral Contributions of the Highly Compensated Employees.  

Notwithstanding any other provisions of this Plan, Excess Contributions, plus any income and minus any loss allocable thereto, shall 
be distributed no later than 12 months after the last day of a Plan Year to Participants to whose Accounts such Excess Contributions 
were allocated for such Plan Year, except to the extent such Excess Contributions are classified as Catch-up Contributions. Excess 
Contributions are allocated to the Highly Compensated Employees with the largest amounts of employer contributions taken into 
account in calculating the ADP Test for the year in which the excess arose, beginning with the Highly Compensated Employee with 
the largest amount of such employer contributions and continuing in descending order until all of the Excess Contributions have been 
allocated. For Plan Years beginning on or after January 1, 2006, if a Highly Compensated Employee participates in two or more cash 
or deferred arrangements of the Employer or of a Controlled Group member, the amount distributed shall not exceed the amount of 
the employer contributions taken into account in calculating the ADP test and made to this Plan for the year in which the excess 
arose. If Catch-up Contributions are allowed for the Plan Year being tested, to the extent a Highly Compensated Employee has not 
reached his Catch-up Contribution limit under the Plan for such year, Excess Contributions allocated to such Highly Compensated 
Employee are Catch-up Contributions and will not be treated as Excess Contributions. If such excess amounts (other than Catch-up 
Contributions) are distributed more than 2 1/2 months after the last day of the Plan Year in which such excess amounts arose, a 10 
percent excise tax shall be imposed on the employer maintaining the plan with respect to such amounts.  

Excess Contributions shall be treated as Annual Additions, as defined in the CONTRIBUTION LIMITATION SECTION of this 
article, even if distributed.  

The Excess Contributions shall be adjusted for any income or loss. The income or loss allocable to such Excess Contributions 
allocated to each Participant shall be equal to the income or loss allocable to the Participant’s Elective Deferral Contributions (and, if 
applicable, Qualified Nonelective Contributions or Qualified Matching Contributions, or both) for the Plan Year in which the excess 
occurred multiplied by a fraction. The numerator of the fraction is the Excess Contributions. The denominator of the fraction is the 
closing balance without regard to any income or loss occurring during such Plan Year (as of the end of such Plan Year) of the 
Participant’s Account resulting from Elective Deferral Contributions (and Qualified Nonelective Contributions or Qualified 
Matching Contributions, or both, if such contributions are included in the ADP Test).  

For purposes of determining income or loss on Excess Contributions for Plan Years beginning on or after January 1, 2008, no 
adjustment shall be made for income or loss for the gap period.  

Excess Contributions allocated to a Participant shall be distributed from the Participant’s Account resulting from Elective Deferral 
Contributions. If such Excess Contributions exceed the amount of Excess Contributions in the Participant’s Account resulting from 
Elective Deferral Contributions, the balance shall be distributed from the Participant’s Account resulting from Qualified Matching 
Contributions (if applicable) and Qualified Nonelective Contributions, respectively.  
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Any Matching Contributions that were based on the Elective Deferral Contributions distributed as Excess Contributions, plus any 
income and minus any loss allocable thereto, shall be forfeited.  

   

   

   

   

   

   

If this is not a successor plan, for the first Plan Year the Plan permits any Participant to make Participant Contributions, 
provides for Matching Contributions, or both, for purposes of the foregoing tests, the prior year’s Nonhighly Compensated 
Employees’ ACP shall be 3 percent or the Plan Year’s ACP for these Eligible Participants, as elected by the Employer.  

   

   

   

   

   

   

  
(d) ACP Test . As of the end of each Plan Year, the Plan must satisfy the ACP Test. The ACP Test shall be satisfied using the prior year 

testing method or the current year testing method, as elected by the Employer. 

  
(1) Prior Year Testing Method . The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees for 

each Plan Year and the prior year’s ACP for Eligible Participants who were Nonhighly Compensated Employees for the prior 
Plan Year must satisfy one of the following tests: 

  
(i) The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year shall not 

exceed the prior year’s ACP for Eligible Participants who were Nonhighly Compensated Employees for the prior Plan 
Year multiplied by 1.25; or 

  (ii) The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year: 

  
A. shall not exceed the prior year’s ACP for Eligible Participants who were Nonhighly Compensated Employees for 

the prior Plan Year multiplied by 2, and 

  B. the difference between such ACPs is not more than 2. 

  
(2) Current Year Testing Method . The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees 

for each Plan Year and the ACP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year must 
satisfy one of the following tests: 

  
(i) The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year shall not 

exceed the ACP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year multiplied by 
1.25; or 

  (ii) The ACP for a Plan Year for Eligible Participants who are Highly Compensated Employees for the Plan Year: 

  
A. shall not exceed the ACP for Eligible Participants who are Nonhighly Compensated Employees for the Plan Year 

multiplied by 2, and 

  B. the difference between such ACPs is not more than 2. 
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If the Employer has elected to use the current year testing method, that election cannot be changed unless (i) the Plan has been 
using the current year testing method for the preceding five Plan Years, or if less, the number of Plan Years the Plan has been 
in existence; or (ii) if as a result of a merger or acquisition described in Code Section 410(b)(6)(C)(i), the Employer maintains 
both a plan using the prior year testing method and a plan using the current year testing method and the change is made within 
the transition period described in Code Section 410(b)(6)(C)(ii).  

A Participant is a Highly Compensated Employee for a particular Plan Year if he meets the definition of a Highly Compensated 
Employee in effect for that Plan Year. Similarly, a Participant is a Nonhighly Compensated Employee for a particular Plan Year if he 
does not meet the definition of a Highly Compensated Employee in effect for that Plan Year.  

The Contribution Percentage for any Eligible Participant who is a Highly Compensated Employee for the Plan Year and who is 
eligible to have Contribution Percentage Amounts allocated to his account under two or more plans described in Code Section 401(a) 
or arrangements described in Code Section 401(k) that are maintained by the Employer or a Controlled Group member shall be 
determined as if the total of such Contribution Percentage Amounts was made under each plan and arrangement. For Plan Years 
beginning on or after January 1, 2006, if a Highly Compensated Employee participates in two or more such plans or arrangements 
that have different plan years, all Contribution Percentage Amounts made during the Plan Year shall be aggregated. For Plan Years 
beginning before January 1, 2006, all such plans and arrangements ending with or within the same calendar year shall be treated as a 
single plan or arrangement. The foregoing notwithstanding, certain plans shall be treated as separate if mandatorily disaggregated 
under the regulations of Code Section 401(m).  

In the event this Plan satisfies the requirements of Code Section 401(m), 401(a)(4), or 410(b) only if aggregated with one or more 
other plans, or if one or more other plans satisfy the requirements of such Code sections only if aggregated with this Plan, then this 
section shall be applied by determining the Contribution Percentage of Employees as if all such plans were a single plan. If more than 
10 percent of the Employer’s Nonhighly Compensated Employees are involved in a plan coverage change as defined in section 1.401
(m)-2(c)(4) of the regulations, then any adjustments to the Nonhighly Compensated Employee ACP for the prior year shall be made 
in accordance with such regulations if the Employer has elected to use the prior year testing method. Plans may be aggregated in 
order to satisfy Code Section 401(m) only if they have the same plan year and use the same testing method for the ACP Test.  

For purposes of the ACP Test, Participant Contributions are considered to have been made in the Plan Year in which contributed to 
the Plan. Matching Contributions and Qualified Nonelective Contributions will be considered to have been made for a Plan Year if 
made no later than the end of the 12-month period beginning on the day after the close of the Plan Year.  

Notwithstanding any other provisions of this Plan, Excess Aggregate Contributions, plus any income and minus any loss allocable 
thereto, shall be forfeited, if not vested, or distributed, if vested, no later than 12 months after the last day of a Plan Year to 
Participants to whose Accounts such Excess Aggregate Contributions were allocated for such Plan Year. Excess Aggregate 
Contributions are allocated to the Highly Compensated Employees with the largest Contribution Percentage Amounts taken into 
account in calculating the ACP Test for the year in which the excess arose, beginning with the Highly Compensated Employee with 
the largest amount of such Contribution Percentage Amounts and continuing in descending order until all of the Excess Aggregate 
Contributions have been allocated. For Plan Years beginning on or after  
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January 1, 2006, if a Highly Compensated Employee participates in two or more plans or arrangements of the Employer or of a 
Controlled Group member that include Contribution Percentage Amounts, the amount distributed shall not exceed the Contribution 
Percentage Amounts taken into account in calculating the ACP Test and made to this Plan for the year in which the excess arose. If 
such Excess Aggregate Contributions are distributed more than 2 1/2 months after the last day of the Plan Year in which such excess 
amounts arose, a 10 percent excise tax shall be imposed on the employer maintaining the plan with respect to such amounts.  

Excess Aggregate Contributions shall be treated as Annual Additions, as defined in the CONTRIBUTION LIMITATION SECTION 
of this article, even if distributed.  

The Excess Aggregate Contributions shall be adjusted for any income or loss. The income or loss allocable to such Excess Aggregate 
Contributions allocated to each Participant shall be equal to the income or loss allocable to the Participant’s Contribution Percentage 
Amounts for the Plan Year in which the excess occurred multiplied by a fraction. The numerator of the fraction is the Excess 
Aggregate Contributions. The denominator of the fraction is the closing balance without regard to any income or loss occurring 
during such Plan Year (as of the end of such Plan Year) of the Participant’s Account resulting from Contribution Percentage 
Amounts.  

For purposes of determining income or loss on Excess Aggregate Contributions for Plan Years beginning on or after January 1, 2008, 
no adjustment shall be made for income or loss for the gap period.  

Excess Aggregate Contributions allocated to a Participant shall be distributed from the Participant’s Account resulting from 
Participant Contributions that are not required as a condition of employment or participation or for obtaining additional benefits from 
Employer Contributions. If such Excess Aggregate Contributions exceed the balance in the Participant’s Account resulting from such 
Participant Contributions, the balance shall be forfeited, if not vested, or distributed, if vested, on a pro rata basis from the 
Participant’s Account resulting from Contribution Percentage Amounts.  

   

   
  (e) Employer Elections . The Employer has made an election to use the prior year testing method. 
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ARTICLE IV  

INVESTMENT OF CONTRIBUTIONS  

SECTION 4.01—INVESTMENT AND TIMING OF CONTRIBUTIONS .  

The handling of Contributions and Plan assets is governed by the provisions of the Trust Agreement and any other relevant document, such 
as an Annuity Contract (for the purposes of this paragraph alone, the Trust Agreement and such other documents will each be referred to as a 
“document” or collectively as the “documents”), duly entered into by or with regard to the Plan that govern such matters. To the extent permitted 
by the documents, the parties named below shall direct the Contributions for investment in any of the investment options or investment vehicles 
available to the Plan under or through the documents, and may request the transfer of amounts resulting from those Contributions between such 
investment options and investment vehicles. A Participant may not direct the investment of all or any portion of his Account in collectibles. 
Collectibles mean any work of art, rug or antique, metal or gem, stamp or coin, alcoholic beverage, or other tangible personal property specified 
by the Secretary of the Treasury. However, for tax years beginning after December 31, 1997, certain coins and bullion as provided in Code 
Section 408(m)(3) shall not be considered collectibles. To the extent that a Participant who has the ability to provide investment direction fails to 
give timely investment direction, the amount for which no investment direction is in place shall be invested in such investment options and 
investment vehicles as provided in the service and expense agreement or such other documents duly entered into by or with regard to the Plan 
that govern such matters. If the Primary Employer has investment direction, the Contributions shall be invested ratably in the investment options 
and investment vehicles available to the Plan under or through the documents. The Primary Employer shall have investment direction for 
amounts that have not been allocated to Participants. To the extent an investment is no longer available, the Primary Employer may require that 
amounts currently held in such investment be reinvested in other investments.  

At least annually, the Named Fiduciary shall review all pertinent Employee information and Plan data in order to establish the funding 
policy of the Plan and to determine appropriate methods of carrying out the Plan’s objectives. The Named Fiduciary shall inform the Trustee and 
any Investment Manager of the Plan’s short-term and long-term financial needs so the investment policy can be coordinated with the Plan’s 
financial requirements.  
   

   

   

However, the Named Fiduciary may delegate to the Investment Manager investment direction for Contributions and amounts that are not 
subject to Participant direction.  

All Contributions are forwarded by the Employer to (i) the Trustee to be deposited in the Trust Fund or otherwise invested by the Trustee 
in accordance with the relevant documents; or (ii) the Insurer to be deposited under the Annuity Contract, as applicable.  
   

  
(a) Elective Deferral Contributions: The Participant shall direct the investment of Elective Deferral Contributions and transfer of 

amounts resulting from those Contributions. 

  
(b) Employer Contributions other than Elective Deferral Contributions: The Participant shall direct the investment of such Employer 

Contributions and transfer of amounts resulting from those Contributions. 

  
(c) Rollover Contributions: The Participant shall direct the investment of Rollover Contributions and transfer of amounts resulting from 

those Contributions. 
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ARTICLE V  

BENEFITS  

SECTION 5.01—RETIREMENT BENEFITS.  

Thirty days following a Participant’s Retirement Date, his Vested Account shall be distributed to him according to the distribution of 
benefits provisions of Article VI and the provisions of the SMALL AMOUNTS SECTION of Article X.  

SECTION 5.02—DEATH BENEFITS.  

If a Participant dies before his Annuity Starting Date, his Vested Account shall be distributed according to the distribution of benefits 
provisions of Article VI and the provisions of the SMALL AMOUNTS SECTION of Article X.  

SECTION 5.03—VESTED BENEFITS.  

An Inactive Participant cannot elect to receive a distribution of any part of his Vested Account before he has a Severance from 
Employment for a period of 30 days, or the date he dies, if earlier. A distribution under this paragraph shall be a retirement benefit and shall be 
distributed to the Participant according to the distribution of benefits provisions of Article VI.  

A Participant may not elect to receive a distribution under the provisions of this section after he again becomes an Employee until he 
subsequently has a Severance from Employment and meets the requirements of this section.  

Beginning January 1, 2009, a Participant who has been performing Qualified Military Service for a period of more than 30 days is deemed 
to have had a Severance from Employment for purposes of requesting a distribution of his Vested Account resulting from Elective Deferral 
Contributions. The Plan will suspend Elective Deferral Contributions for six months after receipt of the distribution.  

If an Inactive Participant does not receive an earlier distribution, upon his Retirement Date or death, his Vested Account shall be 
distributed according to the provisions of the RETIREMENT BENEFITS SECTION or the DEATH BENEFITS SECTION of this article.  

The Nonvested Account of an Inactive Participant who has had a Severance from Employment shall remain a part of his Account until it 
becomes a Forfeiture. However, if he again becomes an Employee so that his Vesting Percentage can increase, the Nonvested Account may 
become a part of his Vested Account.  

SECTION 5.04—WHEN BENEFITS START.  
   

   

   

   

   

  
(a) Unless otherwise elected, benefits shall begin before the 60th day following the close of the Plan Year in which the latest date below 

occurs: 

  (1) The date the Participant attains age 65 (or Normal Retirement Age, if earlier). 

  (2) The 10th anniversary of the Participant’s earliest Entry Date. 

  (3) The date the Participant terminates service with the Employer. 
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Notwithstanding the foregoing, the failure of a Participant to consent to a distribution while a benefit is immediately distributable, 
within the meaning of the ELECTION PROCEDURES SECTION of Article VI, shall be deemed to be an election to defer the start 
of benefits sufficient to satisfy this section.  

The Participant may elect to have benefits begin after the latest date for beginning benefits described above, subject to the following 
provisions of this section. The Participant shall make the election in writing. Such election must be made before his Normal 
Retirement Date or the date he has a Severance from Employment, if later. The Participant shall not elect a date for beginning 
benefits or a form of distribution that would result in a benefit payable when he dies which would be more than incidental within the 
meaning of governmental regulations.  

Benefits shall begin on an earlier date if otherwise provided in the Plan. For example, the Participant’s Retirement Date or Required 
Beginning Date, as defined in the DEFINITIONS SECTION of Article VII.  

   

Elective Deferral Contributions  
Qualified Matching Contributions  
Qualified Nonelective Contributions  

may not be distributed earlier than Severance from Employment (separation from service, for Plan Years beginning before January 1, 
2002), death, or disability. Such amount may also be distributed upon:  

   

   

Elective Deferral Contributions may also be distributed upon the hardship of the Participant as permitted in the WITHDRAWAL 
BENEFITS SECTION of this article. Beginning January 1, 2009, Elective Deferral Contributions may be distributed if the 
Participant is deemed to have a Severance from Employment as described in Code Section 414(u)(12)(B)(i).  

All distributions that may be made pursuant to one or more of the foregoing distributable events will be a retirement benefit and shall 
be distributed to the Participant according to the distribution of benefits provisions of Article VI. In addition, distributions that are 
triggered by the termination of the Plan must be made in a lump sum. A lump sum shall include a distribution of an annuity contract.  

SECTION 5.05—WITHDRAWAL BENEFITS.  

A Participant may withdraw any part of his Vested Account resulting from Rollover Contributions. A Participant may make such a 
withdrawal at any time.  

A Participant, who has been an Active Participant for at least five years, may withdraw any part of his Vested Account resulting from the 
following Contributions that were transferred to this Plan from the Keystone 401(k) Retirement Plan:  
   

  (b) The Participant’s Vested Account resulting from the following Contributions: 

  (1) Termination of the Plan, as permitted in Article VIII. 

  
(2) The attainment of age 59 1/2 as permitted in the WITHDRAWAL BENEFITS SECTION of this article or in the definition of 

Normal Retirement Date in the DEFINITIONS SECTION of Article I. 
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Matching Contributions, other than Qualified Matching Contributions  
Discretionary Contributions  
Rollover Contributions  

A Participant’s earliest Entry Date shall be used to determine his eligibility for such a withdrawal. A Participant may make such a withdrawal at 
any time.  

A Participant who has attained age 59 1/2 may withdraw any part of his Vested Account resulting from the following Contributions:  

Elective Deferral Contributions  
Matching Contributions  
Qualified Nonelective Contributions  
Discretionary Contributions  

A Participant may make such a withdrawal at any time.  

A Participant may withdraw any part of his Vested Account resulting from the following Contributions:  

Elective Deferral Contributions  

in the event of hardship due to an immediate and heavy financial need. Withdrawals from the Participant’s Account resulting from Elective 
Deferral Contributions shall be limited to the amount of the Participant’s Elective Deferral Contributions.  

Immediate and heavy financial need shall be limited to: (i) expenses incurred or necessary for medical care that would be deductible under 
Code Section 213(a) (determined without regard to whether the expenses exceed 7.5% of adjusted gross income); (ii) the purchase (excluding 
mortgage payments) of a principal residence for the Participant; (iii) payment of tuition, related educational fees, and room and board expenses, 
for the next 12 months of post-secondary education for the Participant, his spouse, children, or dependents (as defined in Code Section 152 
without regard to Code Sections 152(b)(1), (b)(2), and (d)(1)(B)); (iv) payments necessary to prevent the eviction of the Participant from, or 
foreclosure on the mortgage of, the Participant’s principal residence; (v) payments for funeral or burial expenses for the Participant’s deceased 
parent, spouse, child, or dependent (as defined in Code Section 152 without regard to Code Section 152(d))1)(B)); (vi) expenses to repair 
damage to the Participant’s principal residence that would qualify for a casualty loss deduction under Code Section 165 (determined without 
regard to whether the loss exceeds 10% of adjusted gross income); or (vii) any other distribution which is deemed by the Commissioner of 
Internal Revenue to be made on account of immediate and heavy financial need as provided in Treasury regulations.  

No withdrawal shall be allowed which is not necessary to satisfy such immediate and heavy financial need. Such withdrawal shall be 
deemed necessary only if all of the following requirements are met: (i) the distribution is not in excess of the amount of the immediate and heavy 
financial need (including amounts necessary to pay any Federal, state, or local income taxes or penalties reasonably anticipated to result from the 
distribution); (ii) the Participant has obtained all distributions, other than hardship distributions, and all nontaxable loans currently available 
under all plans maintained by the Employer; and (iii) the Plan, and all other plans maintained by the Employer, provide that the Participant’s 
elective contributions and participant contributions will be suspended for at least six months after receipt of the hardship distribution. The Plan 
will suspend elective contributions and participant contributions for six months as provided in the preceding sentence. A Participant shall not 
cease to be an Eligible Participant, as defined in the EXCESS AMOUNTS SECTION of Article III, merely because his elective contributions or 
participant contributions are suspended.  
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A request for withdrawal shall be made in such manner and in accordance with such rules as the Employer will prescribe for this purpose 
(including by means of voice response or other electronic means under circumstances the Employer permits). Withdrawals shall be a retirement 
benefit and shall be distributed to the Participant according to the distribution of benefits provisions of Article VI. A forfeiture shall not occur 
solely as a result of a withdrawal.  

SECTION 5.06—LOANS TO PARTICIPANTS.  

Loans shall be made available to all Participants on a reasonably equivalent basis. For purposes of this section, and unless otherwise 
specified, Participant means any Participant or Beneficiary who is a party-in-interest as defined in ERISA. Loans shall not be made to Highly 
Compensated Employees in an amount greater than the amount made available to other Participants.  

A loan to a Participant shall be a Participant-directed investment of his Account. The loan is a Trust Fund investment but no Account other 
than the borrowing Participant’s Account shall share in the interest paid on the loan or bear any expense or loss incurred because of the loan.  

The number of outstanding loans shall be limited to one. Loan consolidation is not allowed. The minimum amount of any loan shall be 
$1,000.  

Loans must be adequately secured and bear a reasonable rate of interest.  

The amount of the loan shall not exceed the maximum amount that may be treated as a loan under Code Section 72(p) (rather than a 
distribution) to the Participant and shall be equal to the lesser of (a) or (b) below:  
   

   

   

   

   

For purposes of this maximum, all qualified employer plans, as defined in Code Section 72(p)(4), of the Employer and any Controlled Group 
member shall be treated as one plan.  

The foregoing notwithstanding, the amount of such loan shall not exceed 50 percent of the amount of the Participant’s Vested Account. For 
purposes of this maximum, a Participant’s Vested Account does not include any accumulated deductible employee contributions, as defined in 
Code Section 72(o)(5)(B). No collateral other than a portion of the Participant’s Vested Account (as limited above) shall be accepted.  

The Participant’s outstanding loan balance shall include any deemed distribution, along with accrued interest, that has not been repaid 
(offset).  
   

  
(a) $50,000, reduced by the highest outstanding loan balance of loans during the one-year period ending on the day before the new loan 

is made. 

  (b) The greater of (1) or (2), reduced by (3) below: 

  
(1) One-half of the Participant’s Vested Account (without regard to any accumulated deductible employee contributions, as 

defined in Code Section 72(o)(5)(B)). 

  (2) $10,000. 

  (3) Any outstanding loan balance on the date the new loan is made. 
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Each loan shall bear a reasonable fixed rate of interest to be determined by the Loan Administrator. In determining the interest rate, the 
Loan Administrator shall take into consideration fixed interest rates currently being charged by commercial lenders for loans of comparable risk 
on similar terms and for similar durations, so that the interest will provide for a return commensurate with rates currently charged by commercial 
lenders for loans made under similar circumstances. The Loan Administrator shall not discriminate among Participants in the matter of interest 
rates; but loans granted at different times may bear different interest rates in accordance with the current appropriate standards.  

The loan shall by its terms require that repayment (principal and interest) be amortized in level payments, not less frequently than 
quarterly, over a period not extending beyond five years from the date of the loan. If the loan is used to acquire a dwelling unit, which within a 
reasonable time (determined at the time the loan is made) will be used as the principal residence of the Participant, the repayment period may 
extend beyond five years from the date of the loan, but the extended period shall be the lesser of 15 years or a repayment period consistent with 
commercial home loan practices.  

The Participant shall make an application for a loan in such manner and in accordance with such rules as the Employer shall prescribe for 
this purpose (including by means of voice response or other electronic means under circumstances the Employer permits). The application must 
specify the amount and duration requested.  

Information contained in the application for the loan concerning the income, liabilities, and assets of the Participant will be evaluated to 
determine whether there is a reasonable expectation that the Participant will be able to satisfy payments on the loan as due.  

Each loan shall be fully documented in the form of a promissory note signed by the Participant for the face amount of the loan, together 
with interest determined as specified above.  

There will be an assignment of collateral to the Plan executed at the time the loan is made.  

In those cases where repayment through payroll deduction is available, installments are so payable, and a payroll deduction agreement 
shall be executed by the Participant at the time the loan is made. If the Participant has previously been treated as having received a deemed 
distribution and the subsequent loan is being made before the deemed distribution, along with accrued interest, has been repaid (or offset), a 
payroll deduction agreement shall be required for loans made on or after January 1, 2004. If a payroll deduction agreement is required because of 
a previous deemed distribution and the Participant later revokes such agreement, the outstanding loan balance at the time of the revocation shall 
be treated as a deemed distribution.  

Where payroll deduction is not available, payments in cash are to be timely made. Any payment that is not by payroll deduction shall be 
made payable to the Employer or the Trustee, as specified in the promissory note, and delivered to the Loan Administrator, including 
prepayments, service fees and penalties, if any, and other amounts due under the note.  

The promissory note may provide for reasonable late payment penalties and service fees. Any penalties or service fees shall be applied to 
all Participants in a nondiscriminatory manner. If the promissory note so provides, such amounts may be assessed and collected from the 
Account of the Participant as part of the loan balance.  

Each loan may be paid prior to maturity, in part or in full, without penalty or service fee, except as may be set out in the promissory note.  
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The Plan shall suspend loan payments for a period not exceeding one year during which an approved unpaid leave of absence occurs other 
than a military leave of absence. The Loan Administrator shall provide the Participant a written explanation of the effect of the suspension of 
payments upon his loan.  

If a Participant separates from service (or takes a leave of absence) from the Employer because of service in the military and does not 
receive a distribution of his Vested Account, the Plan shall suspend loan payments until the Participant’s completion of military service or until 
the Participant’s fifth anniversary of commencement of military service, if earlier, as permitted under Code Section 414(u). The Loan 
Administrator shall provide the Participant a written explanation of the effect of his military service upon his loan.  

If any payment of principal and interest, or any portion thereof, remains unpaid for more than 90 days after due, the loan shall be in default. 
For purposes of Code Section 72(p), the Participant shall then be treated as having received a deemed distribution regardless of whether or not a 
distributable event has occurred.  

Upon default, the Plan has the right to pursue any remedy available by law to satisfy the amount due, along with accrued interest, including 
the right to enforce its claim against the security pledged and execute upon the collateral as allowed by law. The entire principal balance whether 
or not otherwise then due, along with accrued interest, shall become immediately due and payable without demand or notice, and subject to 
collection or satisfaction by any lawful means, including specifically, but not limited to, the right to enforce the claim against the security 
pledged and to execute upon the collateral as allowed by law.  

In the event of default, foreclosure on the note and attachment of security or use of amounts pledged to satisfy the amount then due shall 
not occur until a distributable event occurs in accordance with the Plan, and shall not occur to an extent greater than the amount then available 
upon any distributable event which has occurred under the Plan.  

All reasonable costs and expenses, including but not limited to attorney’s fees, incurred by the Plan in connection with any default or in 
any proceeding to enforce any provision of a promissory note or instrument by which a promissory note for a Participant loan is secured, shall be 
assessed and collected from the Account of the Participant as part of the loan balance.  

If payroll deduction is being utilized, in the event that a Participant’s available payroll deduction amounts in any given month are 
insufficient to satisfy the total amount due, there will be an increase in the amount taken subsequently, sufficient to make up the amount that is 
then due. If any amount remains past due more than 90 days, the entire principal amount, whether or not otherwise then due, along with interest 
then accrued, shall become due and payable, as above.  

If no distributable event has occurred under the Plan at the time that the Participant’s Vested Account would otherwise be used under this 
provision to pay any amount due under the outstanding loan, this will not occur until the time, or in excess of the extent to which, a distributable 
event occurs under the Plan. An outstanding loan will become due and payable in full 60 days after a Participant has a Severance from 
Employment and ceases to be a party-in-interest as defined in ERISA or after complete termination of the Plan.  

SECTION 5.07—DISTRIBUTIONS UNDER QUALIFIED DOMESTIC  RELATIONS ORDERS.  

The Plan specifically permits distributions to an Alternate Payee under a qualified domestic relations order as defined in Code Section 414
(p), at any time, irrespective of whether the Participant has attained his earliest retirement age, as defined in Code Section 414(p), under the Plan. 
A distribution to an Alternate Payee before the Participant has attained his earliest retirement age is available only if the order specifies that 
distribution shall be made prior to the earliest retirement age or allows the Alternate Payee to elect a distribution prior to the earliest retirement 
age.  
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Nothing in this section shall permit a Participant to receive a distribution at a time otherwise not permitted under the Plan nor shall it 
permit the Alternate Payee to receive a form of payment not permitted under the Plan.  

The benefit payable to an Alternate Payee shall be subject to the provisions of the SMALL AMOUNTS SECTION of Article X if the value 
of the benefit (disregarding the portion, if any, of the benefit resulting from the Participant’s Rollover Contributions) does not exceed $5,000.  

The Plan Administrator shall establish reasonable procedures to determine the qualified status of a domestic relations order. Upon 
receiving a domestic relations order, the Plan Administrator shall promptly notify the Participant and each Alternate Payee named in the order, in 
writing, of the receipt of the order and the Plan’s procedures for determining the qualified status of the order. Within a reasonable period of time 
after receiving the domestic relations order, the Plan Administrator shall determine the qualified status of the order and shall notify the 
Participant and each Alternate Payee, in writing, of its determination. The Plan Administrator shall provide notice under this paragraph by 
mailing to the individual’s address specified in the domestic relations order, or in a manner consistent with Department of Labor regulations. The 
Plan Administrator may treat as qualified any domestic relations order entered before January 1, 1985, irrespective of whether it satisfies all the 
requirements described in Code Section 414(p).  

If any portion of the Participant’s Vested Account is payable during the period the Plan Administrator is making its determination of the 
qualified status of the domestic relations order, a separate accounting shall be made of the amount payable. If the Plan Administrator determines 
the order is a qualified domestic relations order within 18 months of the date amounts are first payable following receipt of the order, the payable 
amounts shall be distributed in accordance with the order. If the Plan Administrator does not make its determination of the qualified status of the 
order within the 18-month determination period, the payable amounts shall be distributed in the manner the Plan would distribute if the order did 
not exist and the order shall apply prospectively if the Plan Administrator later determines the order is a qualified domestic relations order.  

The Plan shall make payments or distributions required under this section by separate benefit checks or other separate distribution to the 
Alternate Payee(s).  
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ARTICLE VI  

DISTRIBUTION OF BENEFITS  

SECTION 6.01—FORM OF DISTRIBUTION.  
   

   

SECTION 6.02—ELECTION PROCEDURES.  

The Participant shall make any election under this section in writing. The Plan Administrator may require such individual to complete and 
sign any necessary documents as to the provisions to be made. Any election permitted under (a) and (b) below shall be subject to the qualified 
election provisions of (c) below.  
   

   

   

   

   

   

The consent of the Participant to a benefit that is immediately distributable must not be made before the date the Participant is 
provided with the notice of the ability to defer the distribution. Such consent shall be in writing.  

The consent shall not be made more than 180 days before the Annuity Starting Date. The consent of the Participant shall not 
be required to the extent that a distribution is required to satisfy Code Section 401(a)(9) or 415.  

In addition, upon termination of this Plan, if the Plan does not offer an annuity option (purchased from a commercial 
provider), and if the Employer (or any entity within the same Controlled Group) does not maintain another defined 
contribution plan (other than an employee stock ownership plan as defined in Code Section 4975(e)(7)), the Participant’s 
Account balance will, without the Participant’s consent, be distributed to the Participant. However, if any entity within the 
same Controlled Group maintains another defined contribution plan (other than an employee stock ownership plan as defined 
in Code Section 4975(e)(7)) the Participant’s Account will be transferred, without the Participant’s consent, to the other plan 
if the Participant does not consent to an immediate distribution.  

   

  (a) Retirement Benefits . The only form of retirement benefit is a single sum payment. 

  (b) Death Benefits . The only form of death benefit is a single sum payment. 

  (a) Retirement Benefits . A Participant may elect to have retirement benefits distributed. 

  (b) Death Benefits . A Participant may elect his Beneficiary. 

  
(c) Qualified Election . The Participant may make an election at any time during the election period. The Participant may revoke the 

election made (or make a new election) at any time and any number of times during the election period. An election is effective only 
if it meets the consent requirements below. 

  
(1) Election Period for Retirement Benefits . The Participant may make an election as to retirement benefits at any time before the 

Annuity Starting Date. 

  (2) Election Period for Death Benefits . A Participant may make an election as to death benefits at any time before he dies. 

  
(3) Consent to Election . If the Participant’s Vested Account (disregarding the portion, if any, of his Account resulting from 

Rollover Contributions) exceeds $5,000, any benefit that is immediately distributable requires the consent of the Participant. 
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A benefit is immediately distributable if any part of the benefit could be distributed to the Participant before the Participant 
attains the older of Normal Retirement Age or age 62.  

Spousal consent is needed to name a Beneficiary other than the Participant’s spouse. If the Participant names a Beneficiary 
other than his spouse, the spouse has the right to limit consent only to a specific Beneficiary. The spouse can relinquish such 
right. Such consent shall be in writing. The spouse’s consent shall be witnessed by a plan representative or notary public. The 
spouse’s consent must acknowledge the effect of the election, including that the spouse had the right to limit consent only to a 
specific Beneficiary and that the relinquishment of such right was voluntary. Unless the consent of the spouse expressly 
permits designations by the Participant without a requirement of further consent by the spouse, the spouse’s consent must be 
limited to the Beneficiary, class of Beneficiaries, or contingent Beneficiary named in the election.  

Spousal consent is not required, however, if the Participant establishes to the satisfaction of the plan representative that the 
consent of the spouse cannot be obtained because there is no spouse or the spouse cannot be located. A spouse’s consent 
under this paragraph shall not be valid with respect to any other spouse. A Participant may revoke a prior election without the 
consent of the spouse. Any new election will require a new spousal consent, unless the consent of the spouse expressly 
permits such election by the Participant without further consent by the spouse. A spouse’s consent may be revoked at any time 
within the Participant’s election period.  

SECTION 6.03—NOTICE REQUIREMENTS.  

Right to Defer . The Plan Administrator shall furnish to the Participant a written explanation of the right of the Participant to defer 
distribution until the benefit is no longer immediately distributable, including an explanation of the consequences of not deferring the 
distribution.  

The Plan Administrator shall furnish the written explanation by a method reasonably calculated to reach the attention of the Participant no 
less than 30 days, and no more than 180 days, before the Annuity Starting Date.  

However, distribution may begin less than 30 days after the notice described in this subparagraph is given, provided the Plan Administrator 
clearly informs the Participant that he has a right to a period of at least 30 days after receiving the notice to consider the decision of whether or 
not to elect a distribution, and the Participant, after receiving the notice, affirmatively elects a distribution.  
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ARTICLE VII  

REQUIRED MINIMUM DISTRIBUTIONS  

SECTION 7.01—APPLICATION.  

The optional forms of distribution are only those provided in Article VI. An optional form of distribution shall not be permitted unless it 
meets the requirements of this article. The timing of any distribution must meet the requirements of this article.  

SECTION 7.02—DEFINITIONS.  

For purposes of this article, the following terms are defined:  

Distribution Calendar Year means a calendar year for which a minimum distribution is required. For distributions beginning before the 
Participant’s death, the first Distribution Calendar Year is the calendar year immediately preceding the calendar year that contains the 
Participant’s Required Beginning Date. For distributions beginning after the Participant’s death, the first Distribution Calendar Year is the 
calendar year in which distributions are required to begin under (b)(2) of the REQUIRED MINIMUM DISTRIBUTIONS SECTION of 
this article. The required minimum distribution for the Participant’s first Distribution Calendar Year will be made on or before the 
Participant’s Required Beginning Date. The required minimum distribution for other Distribution Calendar Years, including the required 
minimum distribution for the Distribution Calendar Year in which the Participant’s Required Beginning Date occurs, will be made on or 
before December 31 of that Distribution Calendar Year.  

5-percent Owner means a Participant who is treated as a 5-percent Owner for purposes of this article. A Participant is treated as a 5-
percent Owner for purposes of this article if such Participant is a 5-percent owner as defined in Code Section 416 at any time during the 
Plan Year ending with or within the calendar year in which such owner attains age 70 1/2.  

Once distributions have begun to a 5-percent Owner under this article, they must continue to be distributed, even if the Participant ceases 
to be a 5-percent Owner in a subsequent year.  

Life Expectancy means life expectancy as computed by use of the Single Life Table in Q&A-1 in section 1.401(a)(9)-9 of the regulations.  

Participant’s Account Balance means the Account balance as of the last Valuation Date in the calendar year immediately preceding the 
Distribution Calendar Year (valuation calendar year) increased by the amount of any contributions made and allocated or forfeitures 
allocated to the Account as of dates in the valuation calendar year after the Valuation Date and decreased by distributions made in the 
valuation calendar year after the Valuation Date. The Account balance for the valuation calendar year includes any amounts rolled over or 
transferred to the Plan either in the valuation calendar year or in the Distribution Calendar Year if distributed or transferred in the valuation 
calendar year.  

Required Beginning Date means, for a Participant who is a 5-percent Owner, April 1 of the calendar year following the calendar year in 
which he attains age 70 1/2.  

Required Beginning Date means, for any Participant who is not a 5-percent Owner, April 1 of the calendar year following the later of the 
calendar year in which he attains age 70 1/2 or the calendar year in which he retires.  
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The preretirement age 70 1/2 distribution option is only eliminated with respect to Participants who reach age 70 1/2 in or after a calendar 
year that begins after the later of December 31, 1998, or the adoption date of the amendment which eliminated such option. The 
preretirement age 70 1/2 distribution option is an optional form of benefit under which benefits payable in a particular distribution form 
(including any modifications that may be elected after benefits begin) begin at a time during the period that begins on or after January 1 of 
the calendar year in which the Participant attains age 70 1/2 and ends April 1 of the immediately following calendar year.  

The options available for Participants who are not 5-percent Owners and attained age 70 1/2 in calendar years before the calendar year that 
begins after the later of December 31, 1998, or the adoption date of the amendment which eliminated the preretirement age 70 1/2 
distribution option shall be the following. Any such Participant attaining age 70 1/2 in years after 1995 may elect by April 1 of the calendar 
year following the calendar year in which he attained age 70 1/2 (or by December 31, 1997 in the case of a Participant attaining age 70 1/2 
in 1996) to defer distributions until April 1 of the calendar year following the calendar year in which he retires. If no such election is made, 
the Participant shall begin receiving distributions by April 1 of the calendar year following the year in which he attained age 70 1/2 (or by 
December 31, 1997 in the case of a Participant attaining age 70 1/2 in 1996). Any such Participant attaining age 70 1/2 in years prior to 
1997 may elect to stop distributions that are not purchased annuities and recommence by April 1 of the calendar year following the 
calendar year in which he retires. There shall be a new Annuity Starting Date upon recommencement.  

SECTION 7.03—REQUIRED MINIMUM DISTRIBUTIONS.  
   

   

   

   

   

   

   

   

  (a) General Rules . 

  
(1) The requirements of this article shall apply to any distribution of a Participant’s interest and will take precedence over any 

inconsistent provisions of this Plan. Unless otherwise specified, the provisions of this article apply to calendar years beginning 
after December 31, 2002. 

  
(2) All distributions required under this article shall be determined and made in accordance with the regulations under Code 

Section 401(a)(9), including the incidental death benefit requirement in Code Section 401(a)(9)(G), and the regulations 
thereunder. 

  (b) Time and Manner of Distribution . 

  
(1) Required Beginning Date . The Participant’s entire interest will be distributed, or begin to be distributed, to the Participant no 

later than the Participant’s Required Beginning Date. 

  
(2) Death of Participant Before Distributions Begin . If the Participant dies before distributions begin, the Participant’s entire 

interest will be distributed, or begin to be distributed, no later than as follows: 

  

(i) If the Participant’s surviving spouse is the Participant’s sole Designated Beneficiary, then distributions to the surviving 
spouse will begin by December 31 of the calendar year immediately following the calendar year in which the Participant 
died, or by December 31 of the calendar year in which the Participant would have attained age 70 1/2, if later, except to 
the extent that an election is made to receive distributions in accordance with the 5-year rule under (e) below. Under the 
5-year rule, the Participant’s entire interest will be distributed to the Designated Beneficiary by December 31 of the 
calendar year containing the fifth anniversary of the Participant’s death. 
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For purposes of this (b)(2) and (d) below, unless (b)(2)(iv) above applies, distributions are considered to begin on the 
Participant’s Required Beginning Date. If (b)(2)(iv) above applies, distributions are considered to begin on the date 
distributions are required to begin to the surviving spouse under (b)(2)(i) above. If distributions under an annuity purchased 
from an insurance company irrevocably commence to the Participant before the Participant’s Required Beginning Date (or to 
the Participant’s surviving spouse before the date distributions are required to begin to the surviving spouse under (b)(2)(i) 
above), the date distributions are considered to begin is the date distributions actually commence.  

   

   

   

   

   

  

(ii) If the Participant’s surviving spouse is not the Participant’s sole Designated Beneficiary, then distributions to the 
Designated Beneficiary will begin by December 31 of the calendar year immediately following the calendar year in 
which the Participant died, except to the extent that an election is made to receive distributions in accordance with the 5-
year rule under (e) below. Under the 5-year rule, the Participant’s entire interest will be distributed to the Designated 
Beneficiary by December 31 of the calendar year containing the fifth anniversary of the Participant’s death. 

  
(iii) If there is no Designated Beneficiary as of September 30 of the year following the year of the Participant’s death, the 

Participant’s entire interest will be distributed by December 31 of the calendar year containing the fifth anniversary of 
the Participant’s death. 

  
(iv) If the Participant’s surviving spouse is the Participant’s sole Designated Beneficiary and the surviving spouse dies after 

the Participant but before distributions to the surviving spouse are required to begin, this (b)(2), other than (b)(2)(i), will 
apply as if the surviving spouse were the Participant. 

  

(3) Forms of Distribution . Unless the Participant’s interest is distributed in the form of an annuity purchased from an insurance 
company or in a single sum on or before the Required Beginning Date, as of the first Distribution Calendar Year distributions 
will be made in accordance with (c) and (d) below. If the Participant’s interest is distributed in the form of an annuity 
purchased from an insurance company, distributions thereunder will be made in accordance with the requirements of Code 
Section 401(a)(9) and the regulations thereunder. 

  (c) Required Minimum Distributions During Participant’s Lifetime . 

  
(1) Amount of Required Minimum Distribution For Each Distribution Calendar Year . During the Participant’s lifetime, the 

minimum amount that will be distributed for each Distribution Calendar Year is the lesser of: 

  
(i) the quotient obtained by dividing the Participant’s Account Balance by the distribution period in the Uniform Lifetime 

Table set forth in Q&A-2 in section 1.401(a)(9)-9 of the regulations, using the Participant’s age as of the Participant’s 
birthday in the Distribution Calendar Year; or 

RESTATEMENT JANUARY 1, 2010   58   ARTICLE VII (4-52549)-2 



   

   

   

   

   

   

   

   

   

  

(ii) if the Participant’s sole Designated Beneficiary for the Distribution Calendar Year is the Participant’s spouse, the 
quotient obtained by dividing the Participant’s Account Balance by the number in the Joint and Last Survivor Table set 
forth in Q&A-3 in section 1.401(a)(9)-9 of the regulations, using the Participant’s and spouse’s attained ages as of the 
Participant’s and spouse’s birthdays in the Distribution Calendar Year. 

  
(2) Lifetime Required Minimum Distributions Continue Through Year of Participant’s Death . Required minimum distributions 

will be determined under this (c) beginning with the first Distribution Calendar Year and continuing up to, and including, the 
Distribution Calendar Year that includes the Participant’s date of death. 

  (d) Required Minimum Distributions After Participant’s Death . 

  (1) Death On or After Date Distributions Begin . 

  

(i) Participant Survived by Designated Beneficiary . If the Participant dies on or after the date distributions begin and there 
is a Designated Beneficiary, the minimum amount that will be distributed for each Distribution Calendar Year after the 
year of the Participant’s death is the quotient obtained by dividing the Participant’s Account Balance by the longer of 
the remaining Life Expectancy of the Participant or the remaining Life Expectancy of the Participant’s Designated 
Beneficiary, determined as follows: 

  
A. The Participant’s remaining Life Expectancy is calculated using the age of the Participant in the year of death, 

reduced by one for each subsequent year. 

  

B. If the Participant’s surviving spouse is the Participant’s sole Designated Beneficiary, the remaining Life 
Expectancy of the surviving spouse is calculated for each Distribution Calendar Year after the year of the 
Participant’s death using the surviving spouse’s age as of the spouse’s birthday in that year. For Distribution 
Calendar Years after the year of the surviving spouse’s death, the remaining Life Expectancy of the surviving 
spouse is calculated using the age of the surviving spouse as of the spouse’s birthday in the calendar year of the 
spouse’s death, reduced by one for each subsequent calendar year. 

  
C. If the Participant’s surviving spouse is not the Participant’s sole Designated Beneficiary, the Designated 

Beneficiary’s remaining Life Expectancy is calculated using the age of the Beneficiary in the year following the 
year of the Participant’s death, reduced by one for each subsequent year. 

  

(ii) No Designated Beneficiary . If the Participant dies on or after the date distributions begin and there is no Designated 
Beneficiary as of September 30 of the year after the year of the Participant’s death, the minimum amount that will be 
distributed for each Distribution Calendar Year after the year of the Participant’s death is the quotient obtained by 
dividing the Participant’s Account Balance by the Participant’s remaining Life Expectancy calculated using the age of 
the Participant in the year of death, reduced by one for each subsequent year. 
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SECTION 7.04—TRANSITION RULES.  

To the extent the Plan was effective before 2003, required minimum distributions were made pursuant to (a) and (b) below:  
   

   

   

  (2) Death Before Date Distributions Begin . 

  

(i) Participant Survived by Designated Beneficiary . If the Participant dies before the date distributions begin and there is a 
Designated Beneficiary, the minimum amount that will be distributed for each Distribution Calendar Year after the year 
of the Participant’s death is the quotient obtained by dividing the Participant’s Account Balance by the remaining Life 
Expectancy of the Participant’s Designated Beneficiary, determined as provided in (d)(1) above, except to the extent 
that an election is made to receive distributions in accordance with the 5-year rule under (e) below. Under the 5-year 
rule, the Participant’s entire interest will be distributed to the Designated Beneficiary by December 31 of the calendar 
year containing the fifth anniversary of the Participant’s death. 

  

(ii) No Designated Beneficiary . If the Participant dies before the date distributions begin and there is no Designated 
Beneficiary as of September 30 of the year following the year of the Participant’s death, distribution of the Participant’s 
entire interest will be completed by December 31 of the calendar year containing the fifth anniversary of the 
Participant’s death. 

  

(iii) Death of Surviving Spouse Before Distributions to Surviving Spouse Are Required to Begin . If the Participant dies 
before the date distributions begin, the Participant’s surviving spouse is the Participant’s sole Designated Beneficiary, 
and the surviving spouse dies before distributions are required to begin to the surviving spouse under (b)(2)(i) above, 
this (d)(2) will apply as if the surviving spouse were the Participant. 

  

(e) Election of 5-year Rule . Participants or Beneficiaries may elect on an individual basis whether the 5-year rule in (b)(2) and (d)(2) 
above applies to distributions after the death of a Participant who has a Designated Beneficiary. The election must be made no later 
than the earlier of September 30 of the calendar year in which the distribution would be required to begin under (b)(2) above if no 
such election is made, or by September 30 of the calendar year which contains the fifth anniversary of the Participant’s (or, if 
applicable, surviving spouse’s) death. 

  
(a) 2000 and Before . Required minimum distributions for calendar years after 1984 and before 2001 were made in accordance with 

Code Section 401(a)(9) and the proposed regulations thereunder published in the Federal Register on July 27, 1987 (the 1987 
Proposed Regulations). 

  

(b) 2001 and 2002 . Required minimum distributions for calendar years 2001 and 2002 were made pursuant to the proposed regulations 
under Code Section 401(a)(9) published in the Federal Register on January 17, 2001 (the 2001 Proposed Regulations). Distributions 
were made in 2001 under the 1987 Proposed Regulations prior to June 14, 2001, and the special transition rule in Announcement 
2001-82, 2001-2 C.B. 123, applied. 

RESTATEMENT JANUARY 1, 2010   60   ARTICLE VII (4-52549)-2 



ARTICLE VIII  

TERMINATION OF THE PLAN  

The Employer expects to continue the Plan indefinitely but reserves the right to terminate the Plan in whole or in part at any time upon 
giving written notice to all parties concerned. Complete discontinuance of Contributions constitutes complete termination of the Plan.  

The Account of each Participant shall be 100% vested and nonforfeitable as of the effective date of complete termination of the Plan. The 
Account of each Participant who is included in the group of Participants deemed to be affected by the partial termination of the Plan shall be 
100% vested and nonforfeitable as of the effective date of the partial termination of the Plan. The Participant’s Vested Account shall continue to 
participate in the earnings credited, expenses charged, and any appreciation or depreciation of the Investment Fund until his Vested Account is 
distributed.  

A Participant’s Vested Account that does not result from the Contributions listed below may be distributed to the Participant after the 
effective date of the complete termination of the Plan:  

Elective Deferral Contributions  
Qualified Matching Contributions  
Qualified Nonelective Contributions  

A Participant’s Vested Account resulting from such Contributions may be distributed upon complete termination of the Plan, but only if neither 
the Employer nor any Controlled Group member maintain another defined contribution plan (other than an employee stock ownership plan as 
defined in Code Section 4975(e)(7) or 409(a), a simplified employee pension plan as defined in Code Section 408(k), a SIMPLE IRA plan as 
defined in Code Section 408(p), a plan or contract that satisfies the requirements of Code Section 403(b), or a plan described in Code 
Section 457(b) or (f)) at any time during the period beginning on the date of complete termination of the Plan and ending 12 months after all 
assets have been distributed from the Plan. Such distribution is made in a lump sum. A distribution under this article shall be a retirement benefit 
and shall be distributed to the Participant according to the provisions of Article VI.  

The Participant’s entire Vested Account shall be paid in a single sum to the Participant as of the effective date of complete termination of 
the Plan if (i) the requirements for distribution of Elective Deferral Contributions in the above paragraph are met and (ii) consent of the 
Participant is not required in the ELECTION PROCEDURES SECTION of Article VI to distribute a benefit that is immediately distributable. 
This is a small amounts payment. The small amounts payment is in full settlement of all benefits otherwise payable.  

Upon complete termination of the Plan, no more Employees shall become Participants and no more Contributions shall be made.  

The assets of this Plan shall not be paid to the Employer at any time, except that, after the satisfaction of all liabilities under the Plan, any 
assets remaining may be paid to the Employer. The payment may not be made if it would contravene any provision of law.  
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ARTICLE IX  

ADMINISTRATION OF THE PLAN  

SECTION 9.01—ADMINISTRATION.  

Subject to the provisions of this article, the Plan Administrator has complete control of the administration of the Plan. The Plan 
Administrator has all the powers necessary for it to properly carry out its administrative duties. Not in limitation, but in amplification of the 
foregoing, the Plan Administrator has complete discretion to construe or interpret the provisions of the Plan, including ambiguous provisions, if 
any, and to determine all questions that may arise under the Plan, including all questions relating to the eligibility of Employees to participate in 
the Plan and the amount of benefit to which any Participant or Beneficiary may become entitled. The Plan Administrator’s decisions upon all 
matters within the scope of its authority shall be final.  

Unless otherwise set out in the Plan or Annuity Contract, the Plan Administrator may delegate recordkeeping and other duties which are 
necessary to assist it with the administration of the Plan to any person or firm which agrees to accept such duties. The Plan Administrator shall 
be entitled to rely upon all tables, valuations, certificates and reports furnished by the consultant or actuary appointed by the Plan Administrator 
and upon all opinions given by any counsel selected or approved by the Plan Administrator.  

The Plan Administrator shall receive all claims for benefits by Participants, former Participants and Beneficiaries. The Plan Administrator 
shall determine all facts necessary to establish the right of any Claimant to benefits and the amount of those benefits under the provisions of the 
Plan. The Plan Administrator may establish rules and procedures to be followed by Claimants in filing claims for benefits, in furnishing and 
verifying proofs necessary to determine age, and in any other matters required to administer the Plan.  

SECTION 9.02—EXPENSES.  

Expenses of the Plan, to the extent that the Employer does not pay such expenses, may be paid out of the assets of the Plan provided that 
such payment is consistent with ERISA. Such expenses include, but are not limited to, expenses for bonding required by ERISA; expenses for 
recordkeeping and other administrative services; fees and expenses of the Trustee or Annuity Contract; expenses for investment education 
service; and direct costs that the Employer incurs with respect to the Plan. Expenses that relate solely to a specific Participant or Alternate Payee 
may be assessed against such Participant or Alternate Payee as provided in the service and expense agreement or such other documents duly 
entered into by or with regard to the Plan that govern such matters.  

SECTION 9.03—RECORDS.  

All acts and determinations of the Plan Administrator shall be duly recorded. All these records, together with other documents necessary 
for the administration of the Plan, shall be preserved in the Plan Administrator’s custody.  

Writing (handwriting, typing, printing), photostating, photographing, microfilming, magnetic impulse, mechanical or electrical recording, 
or other forms of data compilation shall be acceptable means of keeping records.  
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SECTION 9.04—INFORMATION AVAILABLE.  

Any Participant in the Plan or any Beneficiary may examine copies of the Plan description, latest annual report, any bargaining agreement, 
this Plan, the Annuity Contract, or any other instrument under which the Plan was established or is operated. The Plan Administrator shall 
maintain all of the items listed in this section in its office, or in such other place or places as it may designate in order to comply with 
governmental regulations. These items may be examined during reasonable business hours. Upon the written request of a Participant or 
Beneficiary receiving benefits under the Plan, the Plan Administrator shall furnish him with a copy of any of these items. The Plan Administrator 
may make a reasonable charge to the requesting person for the copy.  

SECTION 9.05—CLAIM PROCEDURES.  

A Claimant must submit any necessary forms and needed information when making a claim for benefits under the Plan.  

If a claim for benefits under the Plan is wholly or partially denied, the Plan Administrator shall provide adequate written notice to the 
Claimant whose claim for benefits under the Plan has been denied. The notice must be furnished within 90 days of the date that the claim is 
received by the Plan without regard to whether all of the information necessary to make a benefit determination is received. The Claimant shall 
be notified in writing within this initial 90-day period if special circumstances require an extension of the time needed to process the claim. The 
notice shall indicate the special circumstances requiring an extension of time and the date by which the Plan Administrator’s decision is expected 
to be rendered. In no event shall such extension exceed a period of 90 days from the end of the initial 90-day period.  

The Plan Administrator’s notice to the Claimant shall: (i) specify the reason or reasons for the denial; (ii) reference the specific Plan 
provisions on which the denial is based; (iii) describe any additional material and information needed for the Claimant to perfect his claim for 
benefits; (iv) explain why the material and information is needed; and (v) inform the Claimant of the Plan’s appeal procedures and the time 
limits applicable to such procedures, including a statement of the Claimant’s right to bring a civil action under ERISA section 502(a) following 
an adverse benefit determination on appeal.  

Any appeal made by a Claimant must be made in writing to the Plan Administrator within 60 days after receipt of the Plan Administrator’s 
notice of denial of benefits. If the Claimant appeals to the Plan Administrator, the Claimant may submit written comments, documents, records, 
and other information relating to the claim for benefits. The Claimant shall be provided, upon request and free of charge, reasonable access to, 
and copies of, all documents, records, and other information relevant to the Claimant’s claim for benefits. The Plan Administrator shall review 
the claim taking into account all comments, documents, records, and other information submitted by the Claimant relating to the claim, without 
regard to whether such information was submitted or considered in the initial benefit determination.  

The Plan Administrator shall provide adequate written notice to the Claimant of the Plan’s benefit determination on review. The notice 
must be furnished within 60 days of the date that the request for review is received by the Plan without regard to whether all of the information 
necessary to make a benefit determination on review is received. The Claimant shall be notified in writing within this initial 60-day period if 
special circumstances require an extension of the time needed to process the claim. The notice shall indicate the special circumstances requiring 
an extension of time and the date by which the Plan Administrator expects to render the determination on review. In no event shall such 
extension exceed a period of 60 days from the end of the initial 60-day period.  
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In the event the benefit determination is being made by a committee or board of trustees that hold regularly scheduled meetings at least 
quarterly, the above paragraph shall not apply. The benefit determination must be made by the date of the meeting of the committee or board that 
immediately follows the Plan’s receipt of a request for review, unless the request for review is filed within 30 days preceding the date of such 
meeting. In such case, the benefit determination must be made by the date of the second meeting following the Plan’s receipt of the request for 
review. The date of the receipt of the request for review shall be determined without regard to whether all of the information necessary to make a 
benefit determination on review is received. The Claimant shall be notified in writing within this initial period if special circumstances require an 
extension of the time needed to process the claim. The notice shall indicate the special circumstances requiring an extension of time and the date 
by which the committee or board expects to render the determination on review. In no event shall such benefit determination be made later than 
the third meeting of the committee or board following the Plan’s receipt of the request for review. The Plan Administrator shall provide adequate 
written notice to the Claimant of the Plan’s benefit determination on review as soon as possible, but not later than five days after the benefit 
determination is made.  

If the claim for benefits is wholly or partially denied on review, the Plan Administrator’s notice to the Claimant shall: (i) specify the reason 
or reasons for the denial; (ii) reference the specific Plan provisions on which the denial is based; (iii) include a statement that the Claimant is 
entitled to receive, upon request and free of charge, reasonable access to, and copies of, all documents, records, and other information relevant to 
the Claimant’s claim for benefits; and (iv) include a statement of the Claimant’s right to bring a civil action under ERISA section 502(a).  

A Claimant may authorize a representative to act on the Claimant’s behalf with respect to a benefit claim or appeal of an adverse benefit 
determination. Such authorization shall be made by completion of a form furnished for that purpose. In the absence of any contrary direction 
from the Claimant, all information and notifications to which the Claimant is entitled shall be directed to the authorized representative.  

The Plan Administrator shall perform periodic examinations, reviews, or audits of benefit claims to determine whether claims 
determinations are made in accordance with the governing Plan documents and, where appropriate, Plan provisions have been consistently 
applied with respect to similarly situated Claimants.  

Disability Claim Procedures . In the case of a claim for disability benefits, the above provisions will be modified as provided below.  

If a claim for disability benefits under the Plan is wholly or partially denied, the Plan Administrator shall provide adequate written notice to 
the Claimant whose claim for benefits under the Plan has been denied. The notice must be furnished within 45 days of the date that the claim is 
received by the Plan without regard to whether all of the information necessary to make a benefit determination is received. The period for 
furnishing the notice may be extended for up to 30 days if the Plan Administrator both determines an extension is necessary due to matters 
beyond the control of the Plan and notifies the Claimant in writing within this initial 45-day period. The notice shall indicate the circumstances 
requiring the extension of time and the date by which the Plan expects to render a decision. If prior to the end of the first 30-day extension 
period, the Plan Administrator determines that, due to matters beyond the control of the Plan, a decision cannot be rendered within that extension 
period, the period may be extended for up to an additional 30 days, provided the Plan Administrator notifies the Claimant in writing, within the 
first 30-day extension period, of the circumstances requiring the extension and the date by which the Plan expects to render a decision. In the 
case of any extension, the notice of extension shall specifically explain the standards on which entitlement to a benefit is based, the unresolved 
issues that prevent a decision on the claim, and the additional information needed to resolve those issues. The Claimant shall be afforded at least 
45 days within which to provide the specified information.  
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In the event that a period of time is extended due to a Claimant’s failure to submit information necessary to decide a claim, the period for 
making the benefit determination shall be tolled from the date on which the notification of the extension is sent to the Claimant until the date on 
which the Claimant responds to the request for additional information.  

The Plan Administrator’s notice to the Claimant shall: (i) specify the reason or reasons for the denial; (ii) reference the specific Plan 
provisions on which the denial is based; (iii) describe any additional material and information needed for the Claimant to perfect his claim for 
benefits; (iv) explain why the material and information is needed; (v) inform the Claimant of the Plan’s appeal procedures and the time limits 
applicable to such procedures, including a statement of the Claimant’s right to bring a civil action under ERISA section 502(a) following an 
adverse benefit determination on appeal; (vi) provide the Claimant with any internal rule, guideline, protocol, or other similar criterion that was 
relied upon in making the adverse determination or a statement that such rule, guideline, protocol, or other similar criterion was relied upon and 
a copy will be provided free of charge upon request; and (vii) provide the Claimant with an explanation of any scientific or clinical judgment for 
the determination if benefit determination is based on a medical necessity or experimental treatment or similar exclusion or limit or a statement 
that the benefit is based on such an exclusion or limit and such explanation will be provided free of charge.  

Any appeal made by a Claimant must be made in writing to the Plan Administrator within 180 days after receipt of the Plan 
Administrator’s notice of denial of benefits. The Claimant may submit written comments, documents, records, and other information relating to 
the claim for benefits. The Claimant shall be provided, upon request and free of charge, reasonable access to, and copies of, all documents, 
records, and other information relevant to the Claimant’s claim for benefits. The Plan Administrator shall review the claim taking into account 
all comments, documents, records, and other information submitted by the Claimant relating to the claim, without regard to whether such 
information was submitted or considered in the initial benefit determination. The review shall not afford deference to the initial adverse benefit 
determination and shall be conducted by an appropriate named fiduciary who is neither the individual who made the adverse benefit 
determination that is the subject of the appeal, nor the subordinate of such individual. If the adverse benefit determination is based in whole or in 
part on a medical judgment, the appropriate named fiduciary shall consult with a health care professional who has appropriate training and 
experience in the field of medicine involved in the medical judgment. Such health care professional shall be an individual who is neither an 
individual who was consulted in connection with the adverse benefit determination that is the subject of the appeal, nor the subordinate of such 
individual. The Claimant shall be provided with the identity of medical or vocational experts whose advice was obtained on behalf of the Plan in 
connection with the adverse benefit determination, without regard to whether the advice was relied on.  

The Plan Administrator shall provide adequate written notice to the Claimant of the Plan’s benefit determination on review. The notice 
must be furnished within 45 days of the date that the request for review is received by the Plan without regard to whether all of the information 
necessary to make a benefit determination on review is received. The Claimant shall be notified in writing within this initial 45-day period if 
special circumstances require an extension of the time needed to process the claim. The notice shall indicate the special circumstances requiring 
an extension of time and the date by which the Plan Administrator expects to render the determination on review. In no event shall such 
extension exceed a period of 45 days from the end of the initial 45-day period.  

In the event the benefit determination is being made by a committee or board of trustees that hold regularly scheduled meetings at least 
quarterly, the above paragraph shall not apply. The benefit determination must be made by the date of the meeting of the committee or board that 
immediately follows the Plan’s receipt of a request for review, unless the request for review is filed within 30 days preceding the date of such 
meeting. In such case, the benefit determination must be made by the date of the second meeting following the Plan’s receipt of the request for 
review. The date of the receipt of the request for review shall be  
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determined without regard to whether all of the information necessary to make a benefit determination on review is received. The Claimant shall 
be notified in writing within this initial period if special circumstances require an extension of the time needed to process the claim. The notice 
shall indicate the special circumstances requiring an extension of time and the date by which the committee or board expects to render the 
determination on review. In no event shall such benefit determination be made later than the third meeting of the committee or board following 
the Plan’s receipt of the request for review. The Plan Administrator shall provide adequate written notice to the Claimant of the Plan’s benefit 
determination on review as soon as possible, but not later than five days after the benefit determination is made.  

To the extent that a period of time is extended due to a Claimant’s failure to submit information necessary to decide a claim, the period for 
making the benefit determination on review shall be tolled from the date on which the notification of the extension is sent to the Claimant until 
the date on which the Claimant responds to the request for additional information.  

If the claim for disability benefits is wholly or partially denied on review, the Plan Administrator’s notice to the Claimant shall: (i) specify 
the reason or reasons for the denial; (ii) reference the specific Plan provisions on which the denial is based; (iii) include a statement that the 
Claimant is entitled to receive, upon request and free of charge, reasonable access to, and copies of, all documents, records, and other 
information relevant to the Claimant’s claim for benefits; (iv) include a statement of the Claimant’s right to bring a civil action under ERISA 
section 502(a); (v) provide the Claimant with any internal rule, guideline, protocol, or other similar criterion that was relied upon in making the 
adverse determination or a statement that such rule, guideline, protocol, or other similar criterion was relied upon and a copy will be provided 
free of charge upon request; (vi) provide the Claimant with an explanation of any scientific or clinical judgment for the determination if benefit 
determination is based on a medical necessity or experimental treatment or similar exclusion or limit or a statement that the benefit is based on 
such an exclusion or limit and such explanation will be provided free of charge; and (vii) provide the Claimant with the following statement: 
“You and your plan may have other voluntary alternative dispute resolution options, such as mediation. One way to find out what may be 
available is to contact your local U.S. Department of Labor Office and your State insurance regulatory agency.”  

SECTION 9.06—DELEGATION OF AUTHORITY.  

All or any part of the administrative duties and responsibilities under this article may be delegated by the Plan Administrator to a 
retirement committee. The duties and responsibilities of the retirement committee shall be set out in a separate written agreement.  

SECTION 9.07—EXERCISE OF DISCRETIONARY AUTHORITY.  

The Employer, Plan Administrator, and any other person or entity who has authority with respect to the management, administration, or 
investment of the Plan may exercise that authority in its/his full discretion, subject only to the duties imposed under ERISA. This discretionary 
authority includes, but is not limited to, the authority to make any and all factual determinations and interpret all terms and provisions of the Plan 
documents relevant to the issue under consideration. The exercise of authority will be binding upon all persons; will be given deference in all 
courts of law to the greatest extent allowed under law; and will not be overturned or set aside by any court of law unless found to be arbitrary 
and capricious or made in bad faith.  

SECTION 9.08—TRANSACTION PROCESSING.  

Transactions (including, but not limited to, investment directions, trades, loans, and distributions) shall be processed as soon as 
administratively practicable after proper directions are received from the Participant or other parties. No guarantee is made by the Plan, Plan 
Administrator, Trustee, Insurer, or Employer that such transactions will be processed on a daily or other basis, and no guarantee is made in any 
respect regarding the processing time of such transactions.  
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Notwithstanding any other provision of the Plan, the Employer, the Plan Administrator, or the Trustee reserves the right to not value an 
investment option on any given Valuation Date for any reason deemed appropriate by the Employer, the Plan Administrator, or the Trustee.  

Administrative practicality will be determined by legitimate business factors (including, but not limited to, failure of systems or computer 
programs, failure of the means of the transmission of data, force majeure, the failure of a service provider to timely receive values or prices, and 
correction for errors or omissions or the errors or omissions of any service provider) and in no event will be deemed to be less than 14 days. The 
processing date of a transaction shall be binding for all purposes of the Plan and considered the applicable Valuation Date for any transaction.  
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ARTICLE X  

GENERAL PROVISIONS  

SECTION 10.01—AMENDMENTS.  

The Employer may amend this Plan at any time, including any remedial retroactive changes (within the time specified by Internal Revenue 
Service regulations), to comply with any law or regulation issued by any governmental agency to which the Plan is subject. The Employer may 
correct obvious and unambiguous typographical errors and cross references that merely correct a reference but that do not in any way change the 
original intended meaning of the provisions.  

An amendment may not allow reversion or diversion of Plan assets to the Employer at any time, except as may be required to comply with 
any law or regulation issued by any governmental agency to which the Plan is subject.  

An amendment may not eliminate or reduce a section 411(d)(6) protected benefit, as defined in Q&A-1 in section 1.411(d)-4 of the 
regulations, that has already accrued, except as provided in section 1.411(d)-3 or 1.411(d)-4 of the regulations. This is generally the case even if 
such elimination or reduction is contingent upon the Employee’s consent. However, the Plan may be amended to eliminate or reduce section 411
(d)(6) protected benefits with respect to benefits not yet accrued as of the later of the amendment’s adoption date or effective date without 
violating Code Section 411(d)(6).  

If, as a result of an amendment, an Employer Contribution is removed that is not 100% immediately vested when made, the applicable 
vesting schedule shall remain in effect with respect to that part of his Account resulting from such Contributions after the date of such 
amendment. The Participant shall not become immediately 100% vested in such Contributions as a result of the elimination of such Contribution 
except as otherwise specifically provided in the Plan.  

An amendment shall not decrease a Participant’s vested interest in the Plan. If an amendment to the Plan changes the computation of the 
percentage used to determine that portion of a Participant’s Account attributable to Employer Contributions which is nonforfeitable (whether 
directly or indirectly), in the case of an Employee who is a Participant as of the later of the date such amendment or change is adopted or the date 
it becomes effective, the nonforfeitable percentage (determined as of such date) of such Employee’s right to his Account attributable to 
Employer Contributions shall not be less than the percentage computed under the Plan without regard to such amendment or change. 
Furthermore, each Participant or former Participant  
   

   

may elect, during the election period, to have the nonforfeitable percentage of his Account resulting from Employer Contributions determined 
without regard to the amendment. This election may not be revoked. If after the Plan is changed, the Participant’s nonforfeitable percentage will 
at all times be as great as it would have been if the change had not been made, no election needs to be provided. The election period shall begin 
no later than the date the Plan amendment is adopted and end no earlier than the 60th day after the latest of the date the amendment is adopted or 
becomes effective, or the date the Participant is issued written notice of the amendment by the Employer or the Plan Administrator.  
   

  
(a) who has completed at least three Years of Service on the date the election period described below ends (five Years of Service if the 

Participant does not have at least one Hour of Service in a Plan Year beginning after December 31, 1988) and 

  (b) whose nonforfeitable percentage will be determined on any date after the date of the change 
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For an amendment adopted after August 9, 2006, with respect to a Participant’s Account attributable to Employer Contributions accrued as 
of the later of the adoption or effective date of the amendment and earnings, the vested percentage of each Participant will be the greater of the 
vested percentage under the old vesting schedule or the vested percentage under the new vesting schedule.  

SECTION 10.02—DIRECT ROLLOVERS.  

Notwithstanding any provision of the Plan to the contrary that would otherwise limit a Distributee’s election under this section, a 
Distributee may elect, at the time and in the manner prescribed by the Plan Administrator, to have any portion of an Eligible Rollover 
Distribution paid directly to an Eligible Retirement Plan specified by the Distributee in a Direct Rollover. A Designated Beneficiary of a 
Participant who is not the surviving spouse of the Participant may elect, at the time and in the manner prescribed by the Plan Administrator, to 
have any portion of a distribution, that would be an Eligible Rollover Distribution if the Designated Beneficiary were a Distributee, paid in a 
Direct Rollover to an individual retirement plan described in Code Section 402(c)(8)(B)(i) or (ii) established for the purposes of receiving the 
distribution on behalf of the Designated Beneficiary. If such Direct Rollover is made: (i) such Direct Rollover shall be treated as an Eligible 
Rollover Distribution; (ii) the individual retirement plan shall be treated as an inherited individual retirement account or individual retirement 
annuity (within the meaning of Code Section 408(d)(3)(C)); and (iii) Code Section 401(a)(9)(B) (other than clause (iv) thereof) shall apply to 
such plan. For this purpose, certain trusts shall be treated as a Designated Beneficiary as provided in Code Section 402(c)(11)(B).  

In the event of a mandatory distribution of an Eligible Rollover Distribution greater than $1,000 in accordance with the SMALL 
AMOUNTS SECTION of this article (or which is a small amounts payment under Article VIII at complete termination of the Plan), if the 
Participant does not elect to have such distribution paid directly to an Eligible Retirement Plan specified by the Participant in a Direct Rollover 
or to receive the distribution directly, the Plan Administrator will pay the distribution in a Direct Rollover to an individual retirement plan 
designated by the Plan Administrator.  

In the event of any other Eligible Rollover Distribution to a Distributee in accordance with the SMALL AMOUNTS SECTION of this 
article (or which is a small amounts payment under Article VIII at complete termination of the Plan), if the Distributee does not elect to have 
such distribution paid directly to an Eligible Retirement Plan specified by the Distributee in a Direct Rollover or to receive the distribution 
directly, the Plan Administrator will pay the distribution to the Distributee.  

A mandatory distribution is a distribution to a Participant that is made without the Participant’s consent and is made to the Participant 
before he attains the older of age 62 or his Normal Retirement Age.  

SECTION 10.03—MERGERS AND DIRECT TRANSFERS.  

The Plan may not be merged or consolidated with, nor have its assets or liabilities transferred to, any other retirement plan, unless each 
Participant in this Plan would (if that plan then terminated) receive a benefit immediately after the merger, consolidation, or transfer that is equal 
to or greater than the benefit the Participant would have been entitled to receive immediately before the merger, consolidation, or transfer (if this 
Plan had then terminated). The Employer may enter into merger agreements or direct transfer of assets agreements with the employers under 
other retirement plans which are qualifiable under Code Section 401(a), including an elective transfer, and may accept the direct transfer of plan 
assets, or may transfer plan assets, as a party to any such agreement. The Employer shall not consent to, or be a party to a merger, consolidation, 
or transfer of assets with a defined benefit plan if such action would result in a defined benefit feature being maintained under this Plan. The 
Employer will not transfer any amounts attributable to elective deferral contributions, qualified matching contributions, and qualified nonelective 
contributions unless the transferee plan provides that the limitations of section 1.401(k)-1(d) of the regulations shall apply to such amounts 
(including post-transfer earnings thereon), unless the amounts could have been distributed at the time of the transfer (other than for hardship), 
and the transfer is an elective transfer described in Q&A-3(b)(1) in section 1.411(d)-4 of the regulations.  
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Notwithstanding any provision of the Plan to the contrary, to the extent any optional form of benefit under the Plan permits a distribution 
prior to the Employee’s retirement, death, disability, or Severance from Employment, and prior to plan termination, the optional form of benefit 
is not available with respect to benefits attributable to assets (including the post-transfer earnings thereon) and liabilities that are transferred, 
within the meaning of Code Section 414(l), to this Plan from a money purchase pension plan qualified under Code Section 401(a) (other than 
any portion of those assets and liabilities attributable to voluntary employee contributions). The limitations of section 1.401(k)-1(d) of the 
regulations applicable to elective deferral contributions, qualified matching contributions, and qualified nonelective contributions shall continue 
to apply to any amounts attributable to such contributions (including post-transfer earnings thereon) transferred to this Plan, unless the amounts 
could have been distributed at the time of the transfer (other than for hardship), and the transfer is an elective transfer described in Q&A-3(b)(1) 
in section 1.411(d)-4 of the regulations.  

The Plan may accept a direct transfer of plan assets on behalf of an Eligible Employee. If the Eligible Employee is not an Active 
Participant when the transfer is made, the Eligible Employee shall be deemed to be an Active Participant only for the purpose of investment and 
distribution of the transferred assets. Employer Contributions shall not be made for or allocated to the Eligible Employee, until the time he meets 
all of the requirements to become an Active Participant.  

The Plan shall hold, administer, and distribute the transferred assets as a part of the Plan. The Plan shall maintain a separate account for the 
benefit of the Employee on whose behalf the Plan accepted the transfer in order to reflect the value of the transferred assets.  

A Participant’s section 411(d)(6) protected benefits, as defined in Q&A-1 in section 1.411(d)-4 of the regulations, may not be eliminated 
by reason of transfer or any transaction amending or having the effect of amending a plan or plans to transfer benefits except as provided below.  

A Participant’s section 411(d)(6) protected benefits may be eliminated or reduced upon transfer between qualified defined contribution 
plans if the conditions in Q&A-3(b)(1) in section 1.411(d)-4 of the regulations are met. The transfer must meet all of the other applicable 
qualification requirements.  

A Participant’s section 411(d)(6) protected benefits may be eliminated or reduced if a transfer is an elective transfer of certain distributable 
benefits between qualified plans (both defined benefit and defined contribution) and the conditions in Q&A-3(c)(1) in section 1.411(d)-4 of the 
regulations are met. The rules applicable to distributions under the plan would apply to the transfer, but the transfer would not be treated as a 
distribution for purposes of the minimum distribution requirements of Code Section 401(a)(9). Beginning January 1, 2002, if the Participant is 
eligible to receive an immediate distribution of his entire nonforfeitable accrued benefit in a single sum distribution that would consist entirely of 
an eligible rollover distribution under Code Section 401(a)(31), such transfer will be accomplished as a direct rollover under Code Section 401
(a)(31).  

SECTION 10.04—PROVISIONS RELATING TO THE INSURER AN D OTHER PARTIES.  

The obligations of an Insurer shall be governed solely by the provisions of the Annuity Contract. The Insurer shall not be required to 
perform any act not provided in or contrary to the provisions of the Annuity Contract. Each Annuity Contract when purchased shall comply with 
the Plan. See the CONSTRUCTION SECTION of this article.  
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Any issuer or distributor of investment contracts or securities is governed solely by the terms of its policies, written investment contract, 
prospectuses, security instruments, and any other written agreements entered into with the Trustee with regard to such investment contracts or 
securities.  

Such Insurer, issuer or distributor is not a party to the Plan, nor bound in any way by the Plan provisions. Such parties shall not be required 
to look to the terms of this Plan, nor to determine whether the Employer, the Plan Administrator, the Trustee, or the Named Fiduciary have the 
authority to act in any particular manner or to make any contract or agreement.  

Until notice of any amendment or termination of this Plan or a change in Trustee has been received by the Insurer at its home office or an 
issuer or distributor at their principal address, they are and shall be fully protected in assuming that the Plan has not been amended or terminated 
and in dealing with any party acting as Trustee according to the latest information which they have received at their home office or principal 
address.  

SECTION 10.05—EMPLOYMENT STATUS.  

Nothing contained in this Plan gives an Employee the right to be retained in the Employer’s employ or to interfere with the Employer’s 
right to discharge any Employee.  

SECTION 10.06—RIGHTS TO PLAN ASSETS.  

An Employee shall not have any right to or interest in any assets of the Plan upon termination of employment or otherwise except as 
specifically provided under this Plan, and then only to the extent of the benefits payable to such Employee according to the Plan provisions.  

Any final payment or distribution to a Participant or his legal representative or to any Beneficiaries of such Participant under the Plan 
provisions shall be in full satisfaction of all claims against the Plan, the Named Fiduciary, the Plan Administrator, the Insurer, the Trustee, and 
the Employer arising under or by virtue of the Plan.  

SECTION 10.07—BENEFICIARY.  

Each Participant may name a Beneficiary to receive any death benefit that may arise out of his participation in the Plan. The Participant 
may change his Beneficiary from time to time. Unless a qualified election has been made, for purposes of distributing any death benefits before 
the Participant’s Retirement Date, the Beneficiary of a Participant who has a spouse shall be the Participant’s spouse. The Participant’s 
Beneficiary designation and any change of Beneficiary shall be subject to the provisions of the ELECTION PROCEDURES SECTION of 
Article VI.  

It is the responsibility of the Participant to give written notice to the Plan Administrator of the name of the Beneficiary on a form furnished 
for that purpose. The Plan Administrator shall maintain records of Beneficiary designations for Participants before their Retirement Dates. 
However, the Plan Administrator may delegate to another party the responsibility of maintaining records of Beneficiary designations. In that 
event, the written designations made by Participants shall be filed with such other party. If a party other than the Insurer maintains the records of 
Beneficiary designations and a Participant dies before his Retirement Date, such other party shall certify to the Insurer the Beneficiary 
designation on its records for the Participant.  

If there is no Beneficiary named or surviving when a Participant dies, the Participant’s Beneficiary shall be the Participant’s surviving 
spouse, or where there is no surviving spouse, the executor or administrator of the Participant’s estate.  
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SECTION 10.08—NONALIENATION OF BENEFITS.  

Benefits payable under the Plan are not subject to the claims of any creditor of any Participant or Beneficiary. A Participant or Beneficiary 
does not have any rights to alienate, anticipate, commute, pledge, encumber, or assign such benefits, except in the case of a loan as provided in 
the LOANS TO PARTICIPANTS SECTION of Article V. The preceding sentences shall also apply to the creation, assignment, or recognition 
of a right to any benefit payable with respect to a Participant according to a domestic relations order, unless such order is determined by the Plan 
Administrator to be a qualified domestic relations order, as defined in Code Section 414(p), or any domestic relations order entered before 
January 1, 1985. The preceding sentences shall not apply to any offset of a Participant’s benefits provided under the Plan against an amount the 
Participant is required to pay the Plan with respect to a judgment, order, or decree issued, or a settlement entered into, on or after August 5, 1997, 
which meets the requirements of Code Sections 401(a)(13)(C) or (D).  

SECTION 10.09—CONSTRUCTION.  

The validity of the Plan or any of its provisions is determined under and construed according to Federal law and, to the extent permissible, 
according to the laws of the state in which the Employer has its principal office. In case any provision of this Plan is held illegal or invalid for 
any reason, such determination shall not affect the remaining provisions of this Plan, and the Plan shall be construed and enforced as if the illegal 
or invalid provision had never been included.  

In the event of any conflict between the provisions of the Plan and the terms of any Annuity Contract issued hereunder, the provisions of 
the Plan control.  

SECTION 10.10—LEGAL ACTIONS.  

No person employed by the Employer; no Participant, former Participant, or their Beneficiaries; nor any other person having or claiming to 
have an interest in the Plan is entitled to any notice of process. A final judgment entered in any such action or proceeding shall be binding and 
conclusive on all persons having or claiming to have an interest in the Plan.  

SECTION 10.11—SMALL AMOUNTS.  

If consent of the Participant is not required for a benefit that is immediately distributable in the ELECTION PROCEDURES SECTION of 
Article VI, a Participant’s entire Vested Account shall be paid in a single sum as of the date he dies, or the date 30 days after the date he last had 
a Severance from Employment for any other reason (the date the Employer provides notice to the record keeper of the Plan of such event, if 
later). If the Participant had a Severance from Employment for any reason other than his Retirement Date or death, no small amounts payment 
shall be made if he again becomes an Employee before such period of time has elapsed. For purposes of this section, if the Participant’s Vested 
Account is zero, the Participant shall be deemed to have received a distribution of such Vested Account. If a Participant would have received a 
distribution under the first sentence of this paragraph but for the fact that the Participant’s consent was needed to distribute a benefit which is 
immediately distributable, and if at a later time consent would not be needed to distribute a benefit that is immediately distributable and such 
Participant has not again become an Employee, such Vested Account shall be paid in a single sum. This is a small amounts payment.  
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If a small amounts payment is made as of the date the Participant dies, the small amounts payment shall be made to the Participant’s 
Beneficiary. If a small amounts payment is made while the Participant is living, the small amounts payment shall be made to the Participant. The 
small amounts payment is in full settlement of all benefits otherwise payable.  

No other small amounts payments shall be made.  

SECTION 10.12—WORD USAGE.  

The masculine gender, where used in this Plan, shall include the feminine gender and the singular words, where used in this Plan, shall 
include the plural, unless the context indicates otherwise.  

The words “in writing” and “written,” where used in this Plan, shall include any other forms, such as voice response or other electronic 
system, as permitted by any governmental agency to which the Plan is subject.  

SECTION 10.13—CHANGE IN SERVICE METHOD.  
   

   

   

   

If this Plan is amended to change the method of crediting service from the hours method to the elapsed time method for any purpose 
under this Plan, the Employee’s service shall be equal to the sum of (4), (5), and (6) below:  

   

   

  
(a) Change of Service Method Under This Plan . If this Plan is amended to change the method of crediting service from the elapsed time 

method to the hours method for any purpose under this Plan, the Employee’s service shall be equal to the sum of (1), (2), and 
(3) below: 

  (1) The number of whole years of service credited to the Employee under the Plan as of the date the change is effective. 

  

(2) One year of service for the computation period in which the change is effective if he is credited with the required number of 
Hours of Service. For that portion of the computation period ending on the date of the change (for the first day of the 
computation period if the change is made on the first day of the computation period), the Employee will be credited with the 
greater of (i) his actual Hours of Service or (ii) the number of Hours of Service that is equivalent to the fractional part of a 
year of elapsed time service credited as of the date of the change, if any. In determining the equivalent Hours of Service, the 
Employee shall be credited with 190 Hours of Service for each month and any fractional part of a month in such fractional 
part of a year. The number of months and any fractional part of a month shall be determined by multiplying the fractional part 
of a year, expressed as a decimal, by 12. For the remaining portion of the computation period (the period beginning on the 
second day of the computation period and ending on the last day of the computation period if the change is made on the first 
day of the computation period), the Employee will be credited with his actual Hours of Service. 

  
(3) The Employee’s service determined under this Plan using the hours method after the end of the computation period in which 

the change in service method was effective. 

  
(4) The number of whole years of service credited to the Employee under the Plan as of the beginning of the computation period 

in which the change in service method is effective. 

RESTATEMENT JANUARY 1, 2010   73   ARTICLE X (4-52549)-2 



   

   

   

   

   

If an Employee has been a participant in another plan of the Employer that credited service under the hours method for any purpose 
that under this Plan is determined using the elapsed time method, then the Employee’s service shall be equal to the sum of (4), (5), 
and (6) below:  

   

   

   

   

  
(5) The greater of (i) the service that would be credited to the Employee for that entire computation period using the elapsed time 

method or (ii) the service credited to him under the Plan as of the date the change is effective. 

  
(6) The Employee’s service determined under this Plan using the elapsed time method after the end of the applicable computation 

period in which the change in service method was effective. 

  
(b) Transfers Between Plans with Different Service Methods . If an Employee has been a participant in another plan of the Employer that 

credited service under the elapsed time method for any purpose that under this Plan is determined using the hours method, then the 
Employee’s service shall be equal to the sum of (1), (2), and (3) below: 

  
(1) The number of whole years of service credited to the Employee under the other plan as of the date he became an Eligible 

Employee under this Plan. 

  

(2) One year of service for the applicable computation period in which he became an Eligible Employee if he is credited with the 
required number of Hours of Service. For that portion of such computation period ending on the date he became an Eligible 
Employee (for the first day of such computation period if he became an Eligible Employee on the first day of such 
computation period), the Employee will be credited with the greater of (i) his actual Hours of Service or (ii) the number of 
Hours of Service that is equivalent to the fractional part of a year of elapsed time service credited as of the date he became an 
Eligible Employee, if any. In determining the equivalent Hours of Service, the Employee shall be credited with 190 Hours of 
Service for each month and any fractional part of a month in such fractional part of a year. The number of months and any 
fractional part of a month shall be determined by multiplying the fractional part of a year, expressed as a decimal, by 12. For 
the remaining portion of such computation period (the period beginning on the second day of such computation period and 
ending on the last day of such computation period if he became an Eligible Employee on the first day of such computation 
period), the Employee will be credited with his actual Hours of Service. 

  
(3) The Employee’s service determined under this Plan using the hours method after the end of the computation period in which 

he became an Eligible Employee. 

  
(4) The number of whole years of service credited to the Employee under the other plan as of the beginning of the computation 

period under that plan in which he became an Eligible Employee under this Plan. 

  
(5) The greater of (i) the service that would be credited to the Employee for that entire computation period using the elapsed time 

method or (ii) the service credited to him under the other plan as of the date he became an Eligible Employee under this Plan. 

  
(6) The Employee’s service determined under this Plan using the elapsed time method after the end of the applicable computation 

period under the other plan in which he became an Eligible Employee. 
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If an Employee has been a participant in a Controlled Group member’s plan that credited service under a different method than is used in 
this Plan, in order to determine entry and vesting, the provisions in (b) above shall apply as though the Controlled Group member’s plan was a 
plan of the Employer.  

Any modification of service contained in this Plan shall be applicable to the service determined pursuant to this section.  

SECTION 10.14—MILITARY SERVICE.  

Notwithstanding any provision of this Plan to the contrary, the Plan shall provide contributions, benefits, and service credit with respect to 
Qualified Military Service in accordance with Code Section 414(u). Loan repayments shall be suspended under this Plan as permitted under 
Code Section 414(u).  

Beginning January 1, 2007, a Participant who dies on or after January 1, 2007 while performing Qualified Military Service is treated as 
having resumed and then terminated employment on account of death, in accordance with Code Section 401(a)(37) and any subsequent 
guidance. The survivors of such Participant are entitled to any additional benefits provided under the Plan on account of death of the Participant.  

SECTION 10.15—MISSING PARTICIPANTS AND BENEFICIARIE S.  

If a portion of an Account remains to be distributed to a Participant or Beneficiary at a time when the Plan Administrator is unable to locate 
the Participant or Beneficiary, and the Participant or Beneficiary fails to contact the Plan Administrator within three years after being notified of 
his right to receive such distribution by a letter sent to his address on file with the Plan Administrator, then such Account shall be applied to 
reduce the amount of Contributions that the Employer would otherwise be required to contribute to the Plan, but if the Participant or Beneficiary 
later asserts a proper claim for such distribution, or if the person who would be entitled to receive such distribution upon the death of such 
Participant or Beneficiary establishes that such Participant or Beneficiary has died, the Employer shall contribute the amount necessary to restore 
such Account.  
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ARTICLE XI  

TOP-HEAVY PLAN REQUIREMENTS  

SECTION 11.01—APPLICATION.  

The provisions of this article shall supersede all other provisions in the Plan to the contrary. The provisions of this article shall apply for 
purposes of determining whether the Plan is a Top-heavy Plan for Plan Years beginning after December 31, 2001, and whether the Plan satisfies 
the minimum benefit requirements of Code Section 416(c) for such years.  

For the purpose of applying the Top-heavy Plan requirements of this article, all members of the Controlled Group shall be treated as one 
Employer. The term Employer, as used in this article, shall be deemed to include all members of the Controlled Group, unless the term as used 
clearly indicates only the Employer is meant.  

The accrued benefit or account of a participant resulting from deductible employee contributions shall not be included for any purpose 
under this article.  

The contribution provisions of the MODIFICATION OF CONTRIBUTIONS SECTION of this article shall not apply to any Employee 
who is included in a group of Employees covered by a collective bargaining agreement which the Secretary of Labor finds to be a collective 
bargaining agreement between employee representatives and one or more employers, including the Employer, if there is evidence that retirement 
benefits were the subject of good faith bargaining between such representatives. For this purpose, the term “employee representatives” does not 
include any organization more than half of whose members are employees who are owners, officers, or executives.  

SECTION 11.02—DEFINITIONS.  

For purposes of this article the following terms are defined:  

Aggregation Group means:  
   

   

   

The plans in (a) and (b) above constitute the “required” Aggregation Group. The plans in (a), (b), and (c) above constitute the “permissive” 
Aggregation Group.  

   

  
(a) each of the Employer’s qualified plans in which a Key Employee is a participant during the Plan Year containing the Determination 

Date or any of the four preceding Plan Years (regardless of whether the plans have terminated), 

  
(b) each of the Employer’s other qualified plans which allows the plan(s) described in (a) above to meet the nondiscrimination 

requirement of Code Section 401(a)(4) or the minimum coverage requirement of Code Section 410, and 

  
(c) any of the Employer’s other qualified plans not included in (a) or (b) above which the Employer desires to include as part of the 

Aggregation Group. Such a qualified plan shall be included only if the Aggregation Group would continue to satisfy the requirements 
of Code Sections 401(a)(4) and 410. 
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Compensation means compensation as defined in the CONTRIBUTION LIMITATION SECTION of Article III.  

Determination Date means as to any plan, for any plan year subsequent to the first plan year, the last day of the preceding plan year. For 
the first plan year of the plan, the Determination Date is the last day of that year.  

Key Employee means any Employee or former Employee (including any deceased Employee) who at any time during the Plan Year that 
includes the Determination Date is:  

   

   

   

The determination of who is a Key Employee shall be made according to Code Section 416(i)(1) and the applicable regulations and other 
guidance of general applicability issued thereunder.  

Nonkey Employee means any Employee who is not a Key Employee.  

Top-heavy Plan means a plan that is top-heavy for any plan year. This Plan shall be top-heavy if any of the following conditions exist:  
   

   

   

Top-heavy Ratio means:  
   

   

  
(a) an officer of the Employer having Compensation for the Plan Year greater than $130,000 (as adjusted under Code Section 416(i)(1) 

for Plan Years beginning after December 31, 2002), 

  (b) a 5-percent owner of the Employer, or 

  (c) a 1-percent owner of the Employer having Compensation for the Plan Year of more than $150,000. 

  
(a) The Top-heavy Ratio for this Plan exceeds 60 percent and this Plan is not part of any required Aggregation Group or permissive 

Aggregation Group. 

  
(b) This Plan is a part of a required Aggregation Group, but not part of a permissive Aggregation Group, and the Top-heavy Ratio for the 

required Aggregation Group exceeds 60 percent. 

  
(c) This Plan is a part of a required Aggregation Group and part of a permissive Aggregation Group and the Top-heavy Ratio for the 

permissive Aggregation Group exceeds 60 percent. 

  

(a) If the Employer maintains one or more defined contribution plans (including any simplified employee pension plan) and the 
Employer has not maintained any defined benefit plan which during the five-year period ending on the Determination Date(s) has or 
has had accrued benefits, the Top-heavy Ratio for this Plan alone or for the required or permissive Aggregation Group, as 
appropriate, is a fraction, the numerator of which is the sum of the account balances of all Key Employees as of the Determination 
Date(s) (including any part of any account balance distributed in the one-year period ending on the Determination Date(s) and 
distributions under a terminated plan which if it had not been terminated would have been required to be included in the Aggregation 
Group), and the denominator of which is the sum of all account balances (including any part of any account balance distributed in the 
one-year period ending on the Determination Date(s) and distributions under a terminated plan which if it had not been terminated 
would have been required to be included in the Aggregation Group), both computed in accordance with Code Section 416 and the 
regulations thereunder. In the case of a distribution made for a reason other than Severance from Employment, death, or disability, 
this provision shall be applied by  
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The accrued benefit of a participant other than a Key Employee shall be determined under (i) the method, if any, that uniformly applies for 
accrual purposes under all defined benefit plans maintained by the Employer, or (ii) if there is no such method, as if such benefit accrued not 
more rapidly than the slowest accrual rate permitted under the fractional rule of Code Section 411(b)(1)(C).  

SECTION 11.03—MODIFICATION OF CONTRIBUTIONS.  

During any Plan Year in which this Plan is a Top-heavy Plan, the Employer shall make a minimum contribution as of the last day of the 
Plan Year for each Nonkey Employee who is an Employee on the last day of the Plan Year and who was an Active Participant at any time during 
the Plan Year. A Nonkey Employee is not required to have a minimum number of Hours of Service or minimum amount of Compensation in 
order to be entitled to this minimum. A Nonkey Employee who fails to be an Active Participant merely because his Compensation is less than a 
stated amount or merely because of a failure to make mandatory participant contributions or, in the case of a cash or deferred arrangement, 
elective contributions shall be treated as if he were an Active Participant. The minimum is the lesser of (a) or (b) below:  
   

   

  
substituting “five-year period” for “one-year period.” Both the numerator and denominator of the Top-heavy Ratio are increased to 
reflect any contribution not actually made as of the Determination Date, but which is required to be taken into account on that date 
under Code Section 416 and the regulations thereunder.  

  

(b) If the Employer maintains one or more defined contribution plans (including any simplified employee pension plan) and the 
Employer maintains or has maintained one or more defined benefit plans which during the five-year period ending on the 
Determination Date(s) has or has had accrued benefits, the Top-heavy Ratio for any required or permissive Aggregation Group, as 
appropriate, is a fraction, the numerator of which is the sum of the account balances under the aggregated defined contribution plan 
or plans of all Key Employees, determined in accordance with (a) above, and the present value of accrued benefits under the 
aggregated defined benefit plan or plans for all Key Employees as of the Determination Date(s), and the denominator of which is the 
sum of the account balances under the aggregated defined contribution plan or plans for all participants, determined in accordance 
with (a) above, and the present value of accrued benefits under the defined benefit plan or plans for all participants as of the 
Determination Date(s), all determined in accordance with Code Section 416 and the regulations thereunder. The accrued benefits 
under a defined benefit plan in both the numerator and denominator of the Top-heavy Ratio are increased for any distribution of an 
accrued benefit made in the one-year period ending on the Determination Date (and distributions under a terminated plan which if it 
had not been terminated would have been required to be included in the Aggregation Group). In the case of a distribution made for a 
reason other than Severance from Employment, death, or disability, this provision shall be applied by substituting “five-year period” 
for “one-year period.”  

  

(c) For purposes of (a) and (b) above, the value of account balances and the present value of accrued benefits will be determined as of 
the most recent Valuation Date that falls within or ends with the 12-month period ending on the Determination Date, except as 
provided in Code Section 416 and the regulations thereunder for the first and second plan years of a defined benefit plan. The 
account balances and accrued benefits of a participant (i) who is not a Key Employee but who was a Key Employee in a prior year or 
(ii) who has not been credited with at least one hour of service with any employer maintaining the plan at any time during the one-
year period ending on the Determination Date will be disregarded. The calculation of the Top-heavy Ratio and the extent to which 
distributions, rollovers, and transfers are taken into account will be made in accordance with Code Section 416 and the regulations 
thereunder. Deductible employee contributions will not be taken into account for purposes of computing the Top-heavy Ratio. When 
aggregating plans, the value of account balances and accrued benefits will be calculated with reference to the Determination Dates 
that fall within the same calendar year. 

  (a) 3 percent of such person’s Compensation for such Plan Year. 
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For purposes of (a) and (b) above, Compensation shall be limited by Code Section 401(a)(17).  

If the Employer’s contributions and allocations otherwise required under the defined contribution plan(s) are at least equal to the minimum 
above, no additional contribution shall be required. If the Employer’s total contributions and allocations are less than the minimum above, the 
Employer shall contribute the difference for the Plan Year.  

The minimum contribution applies to all of the Employer’s defined contribution plans in the aggregate which are Top-heavy Plans. A 
minimum contribution under a profit sharing plan shall be made without regard to whether or not the Employer has profits.  

If a person who is otherwise entitled to a minimum contribution above is also covered under another defined contribution plan of the 
Employer’s which is a Top-heavy Plan during that same Plan Year, any additional contribution required to meet the minimum above shall be 
provided in this Plan.  

If a person who is otherwise entitled to a minimum contribution above is also covered under a defined benefit plan of the Employer’s that 
is a Top-heavy Plan during that same Plan Year, the minimum benefits for him shall not be duplicated. The defined benefit plan shall provide an 
annual benefit for him on, or adjusted to, a straight life basis equal to the lesser of:  
   

   

Average compensation and years of service shall have the meaning set forth in such defined benefit plan for this purpose.  

For purposes of this section, any employer contribution made according to a salary reduction or similar arrangement shall not apply in 
determining if the minimum contribution requirement has been met, but shall apply in determining the minimum contribution required. Matching 
contributions, as defined in Code Section 401(m), shall be taken into account for purposes of satisfying the minimum contribution requirements 
of Code Section 416(c)(2) and the Plan. Matching contributions that are used to satisfy the minimum contribution requirements shall be treated 
as matching contributions for purposes of the actual contribution percentage test and other requirements of Code Section 401(m).  

The requirements of this section shall be met without regard to any Social Security contribution.  
   

  

(b) The “highest percentage” of Compensation for such Plan Year at which the Employer’s Contributions are made for or allocated to 
any Key Employee. The highest percentage shall be determined by dividing the Employer Contributions made for or allocated to 
each Key Employee during the Plan Year by the amount of his Compensation for such Plan Year, and selecting the greatest quotient 
(expressed as a percentage). To determine the highest percentage, all of the Employer’s defined contribution plans within the 
Aggregation Group shall be treated as one plan. The minimum shall be the amount in (a) above if this Plan and a defined benefit plan 
of the Employer are required to be included in the Aggregation Group and this Plan enables the defined benefit plan to meet the 
requirements of Code Section 401(a)(4) or 410. 

  (c) 2 percent of his average compensation multiplied by his years of service, or 

  (d) 20 percent of his average compensation. 
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By executing this Plan, the Primary Employer acknowledges having counseled to the extent necessary with selected legal and tax advisors 
regarding the Plan’s legal and tax implications.  

Executed this 30 day of December, 2010.  
   

   

LKQ CORPORATION 

By:   /s/ Walter P. Hanley 
  Senior Vice President 
  Title 
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PROTECTED BENEFIT ADDENDUM  

The following benefit(s) were included in the Keystone 401(k) Retirement Plan and were removed as of April 1, 2000. According to Section 411
(d)(6) of the Internal Revenue Code, the benefit(s) described below shall be available to Plan Participants who were former participants of the 
Keystone 401(k) Retirement Plan and who had an account balance on that date (or the date of adoption, if later). The protected benefit(s) only 
apply to Participants or to the value of their accounts as of that date (adjusted for earnings or losses since that date) as described below.  
   

The following benefit(s) were included in the Keystone 401(k) Retirement Plan and were removed as of September 1, 2008. According to 
Section 411(d)(6) of the Internal Revenue Code, the benefit(s) described below shall be available to Plan Participants who were former 
participants of the Keystone 401(k) Retirement Plan and who had an account balance on that date (or the date of adoption, if later). The protected 
benefit(s) only apply to Participants or to the value of their accounts as of that date (adjusted for earnings or losses since that date) as described 
below.  
   

The following benefit(s) were included in the Global Trade Alliance Inc. 401(k) Plan and were removed as of September 1, 2008. According to 
Section 411(d)(6) of the Internal Revenue Code, the benefit(s) described below shall be available to Plan Participants who were former 
participants of the Global Trade Alliance Inc. 401(k) Plan and who had an account balance on that date (or the date of adoption, if later). The 
protected benefit(s) only apply to Participants or to the value of their accounts as of that date (adjusted for earnings or losses since that date) as 
described below.  
   

Protected Benefit    Description     Operation  
Early Retirement Age 

   

Age 55 with the completion of four years of 
Vesting Service. 

   

Participants who are age 55 with four years 
of Vesting Service as of the date of the 
change will be 100% in their account as of 
the date of the change and in all future 
contributions. 

Protected Benefit    Description     Operation  
Definition of Totally and Permanently Disabled 

   

Disability was determined by a cerified 
physician selected or approved by the 
advisory committee. The plan defined 
disability as the inability to engage in his 
regular occupation or gainful activity in the 
Employee’s trade for which the Employee is 
best qualified through two years of training or 
education.    

Participants who are disabled according to 
the plan’s definition prior to the amendment 
effective date will continue to be considered 
disabled under the amended definition. 
Participants who are not disabled as of the 
effective date of the amendment must meet 
the definition in the plan as of the date of 
their disability. 
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The following benefit(s) were included in the Bodymaster Auto Parts, Inc. 401(k) Plan and were removed as of September 3, 2008. According to 
Section 411(d)(6) of the Internal Revenue Code, the benefit(s) described below shall be available to Plan Participants who were former 
participants of the Bodymaster Auto Parts, Inc. 401(k) Plan and who had an account balance on that date (or the date of adoption, if later). The 
protected benefit(s) only apply to Participants or to the value of their accounts as of that date (adjusted for earnings or losses since that date) as 
described below.  
   

   

Protected Benefit    Description     Operation  
Definition of Totally and Permanently Disabled 

   

Disability was determined as the inability to 
engage in any substantial gainful activity in 
the Employee’s trade for which the Employee 
is best qualified through training or 
experience. An Employee was allowed to take 
a distribution upon becoming disabled. 

   

Participants who are disabled according to 
the plan’s definition prior to the amendment 
effective date will continue to be considered 
disabled under the amended definition. 
Participants who are not disabled as of the 
effective date of the amendment must meet 
the definition in the plan as of the date of 
their disability. 

Protected Benefit    Description     Operation  
Definition of Totally and Permanently Disabled 

   

Disability was determined by a certified 
physician selected by the Plan Administrator 
or allowed if the Participant received benefits 
under Title II of the Federal Social Security 
Act (but excluded reasons of self-infliction, 
military – if receiving government pension, 
unlawful acts or excessive intoxicants.) 

   

Participants who are disabled according to 
the plan’s definition prior to the amendment 
effective date will continue to be considered 
disabled under the amended definition. 
Participants who are not disabled as of the 
effective date of the amendment must meet 
the definition in the plan as of the date of 
their disability. 
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LKQ CORPORATION  
401(k) PLUS PLAN II  

(As Amended and Restated Effective as of January 1, 2011)  
   

1.1. Amendment and Restatement of the Plan . LKQ Corporation (the “Company”) hereby amends and restates the LKQ Corporation 
401(k) Plus Plan (the “Plan”) generally effective as of January 1, 2011.  

1.2. Purposes of Plan . The purpose of the Plan is to provide deferred compensation for a select group of management or highly 
compensated employees of the Company and to permit them to maximize their elective contributions to the LKQ Corporation Employees’ 
Retirement Plan (the “401(k) Plan”) notwithstanding certain Code limitations.  

1.3. “ Top Hat”  Pension Benefit Plan . The Plan is an “employee pension benefit plan” within the meaning of Section 3(2) of the 
Employees Retirement Income Security Act of 1974, as amended (“ERISA”). The Plan is maintained, however, only for a select group of 
management or highly compensated employees and, therefore, is exempt from Parts 2, 3 and 4 of Title 1 of ERISA. The Plan is not intended to 
qualify under Code Section 401(a).  

1.4. Plan Unfunded . The Plan is unfunded. All benefits will be paid from the general assets of the Company, which will continue to be 
subject to the claims of the Company’s creditors. No amounts will be set aside for the benefit of Plan Participants or their Beneficiaries.  

1.5. Effective Date . The amended and restated Plan is effective as of January 1, 2011. The rights and benefits of and/or with respect to a 
Participant whose employment terminated prior to January 1, 2011 shall be determined under the provisions of the Plan in effect when his/her 
employment terminated.  

1.6. Administration . The Plan shall be administered by the Committee.  

   

2.1. Definitions . For purposes of the Plan, the following words and phrases shall have the respective meanings set forth below, unless the 
context clearly requires a different meaning:  

2.1.1. 401(k) Plan . “401(k) Plan” means the LKQ Corporation Employees’ Retirement Plan, as amended from time to time.  

2.1.2. Account . “Account” means the bookkeeping account maintained by the Committee on behalf of each Participant pursuant to 
Section 6.1.  

2.1.3. Affiliate . “Affiliate” means any entity that directly, or indirectly through one or more intermediaries, controls or is controlled 
by, or is under common control with, LKQ Corporation, pursuant to Code Section 1563.  
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2.1.4. Base Pay . “Base Pay” means:  

2.1.4.1. the Employee’s gross base rate of salary with respect to services rendered or labor performed reflected in the personnel 
records of the Company for a particular Plan Year before deduction for income and employment taxes, but reduced by all legally 
required deductions against such income (including, but not limited to, wage assignments, wage garnishments, child support 
payments, levies, and remittance of all applicable taxes to governmental authorities); and  

2.1.4.2. Commissions, if any.  

2.1.5. Base Pay Deferral . “Base Pay Deferral” means the amount of a Participant’s Base Pay which the Participant elects to have 
withheld on a pre-tax basis and credited to his/her Account pursuant to Section 4.1.  

2.1.6. Beneficiary . “Beneficiary” means the person or persons designated by the Participant in accordance with Paragraph 7.6.1 or, 
in the absence of an effective designation, the person or entity described in Paragraph 7.6.4.  

2.1.7. Board . “Board” means the board of directors of LKQ Corporation.  

2.1.8. Bonus Compensation . “Bonus Compensation” means the amount awarded to a Participant for a Plan Year under any bonus 
or long-term incentive arrangement maintained by the Company from time to time.  

2.1.9. Bonus Deferral . “Bonus Deferral” means the amount of a Participant’s Bonus Compensation which the Participant elects to 
have withheld on a pre-tax basis and credited to his/her account pursuant to Section 4.1.  

2.1.10. Code . “Code” means the Internal Revenue Code of 1986, as amended.  

2.1.11. Committee . “Committee” means the administrative committee appointed by the Board to administer the Plan in accordance 
with Section 8.2.  

2.1.12. Commissions . “Commissions” means remuneration paid by the Company to a Participant based on sales of the Company’s 
products and/or services made by the Participant or individuals under his/her supervision.  

2.1.13. Company . “Company” means LKQ Corporation, and any successor thereto, and any Affiliate.  

2.1.14. Company Profit Sharing Contribution . “Company Profit Sharing Contribution” means the discretionary contribution, if 
any, made by the Company for a Participant for a Plan Year in accordance with Section 4.5.  

2.1.15. Deferral . “Deferral” means a Base Pay Deferral and/or Bonus Deferral.  

2.1.16. Deferral Period . “Deferral Period” means the period of time for which a Participant elects to defer receipt of the Deferrals 
credited to such Participant’s Account as specified in Sections 5.2 or 7.1, as the case may be. Deferral Periods shall be measured on the 
basis of Plan Years, beginning with the Plan Year that commences immediately following the Plan Year for which the applicable Deferrals 
are credited to the Participant’s Account.  
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2.1.17. Disability . “Disability” means a disability which qualifies for disability under the Company’s long-term disability plan; 
provided, however, if disability cannot, for purposes of Code Section 409A, be defined by reference to the Company’s long-term disability 
plan (or if no such plan exists), then disability means a condition whereby a Participant:  

2.1.17.1. is unable to engage in any substantial gainful activity by reason of any medically determinable physical or mental 
impairment which can be expected to result in death or can be expected to last for a continuous period of not less than 12 months; or  

2.1.17.2. is, by reason of any medically determinable physical or mental impairment which can be expected to result in death or 
can be expected to last for a continuous period of not less than 12 months, receiving income replacement benefits for a period of not 
less than 3 months under an accident and health plan covering employees of the Participant’s employer.  

2.1.18. Director . “Director” means a member of the Board of the Company.  

2.1.19. Election to Extend Deferral Form . “Election to Extend Deferral Form” means the form designated by the Committee for 
use by Employees and the Company to further extend the Deferral Period related to payment of their Deferrals under the Plan. This form 
may be changed at any time by the Committee as it deems necessary or advisable.  

2.1.20. Election to Change Form of Distribution . “Election to Change Form of Distribution” means the form designated by the 
Committee for use by Employees and the Company to change the form in which payment of their Deferrals under the Plan will be paid to 
them ( i.e. , lump sum or installments). This form may be changed at any time by the Committee as it deems necessary or advisable.  

2.1.21. Employee . “Employee” means any common-law employee of the Company.  

2.1.22. ERISA . “ERISA” means the Employee Retirement Income Security Act of 1974, as amended.  

2.1.23. Matching Contribution . “Matching Contribution” means the discretionary matching contribution, if any, made by the 
Company for a Participant for a Plan Year which is based on the Participant’s Deferrals into the Plan for such Plan Year in accordance 
with Section 4.4.  

2.1.24. Other Company Contribution . “Other Company Contribution” means the discretionary contribution, if any, made by the 
Company for a Participant for a Plan Year in accordance with Section 4.6 and which is based on such criteria as the Company determines 
and deems appropriate.  

2.1.25. Participant . “Participant” means each Employee who has been selected for participation in the Plan and who has become a 
Participant pursuant to Section 3.  
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2.1.26. Participation Agreement . “Participation Agreement” means the written agreement pursuant to which the Participant:  

2.1.26.1. elects the amount of his/her Base Pay and Bonus Compensation, if any, to be deferred pursuant to the Plan;  

2.1.26.2. elects the Deferral Period;  

2.1.26.3. elects the initial timing-of-distribution elections and initial form-of-distributions elections as relates to the his/her 
Account;  

2.1.26.4. elects the deemed investment of amounts credited to his/her Account; and  

2.1.26.5. elects any such other matters as the Committee shall determine from time to time.  

2.1.27. Performance Based Compensation . “Performance Based Compensation” means the portion of the Participant’s Bonus 
Compensation determined by the Committee to satisfy the requirements set forth in Treasury Regulation Section 1.409A-1(e) (or any 
successor guidance subsequently issued including revised Treasury Regulations or other administrative guidance issued pursuant thereto), 
and such Performance Based Compensation may be determined on a fiscal or calendar year basis.  

2.1.28. Permissible Investment . “Permissible Investment” means the investments specified by the Committee as available for 
hypothetical investment of Accounts. The Permissible Investments under the Plan are listed in the Participation Agreement, and the 
provisions of the Participation Agreement listing the Permissible Investments are hereby incorporated herein.  

2.1.29. Plan . “Plan” means the LKQ Corporation 401(k) Plus Plan II, as amended and restated effective January 1, 2011, and as 
further amended from time to time.  

2.1.30. Plan Year . “Plan Year” means the twelve-consecutive month period commencing January 1 of each year ending on 
December 31.  

2.1.31. Retirement Date . “Retirement Date” means the date a Participant voluntarily terminates his/her employment with the 
Company on the earlier of:  

2.1.31.1. on or after he/she has attained at least sixty-five (65) years of age; or  

2.1.31.2. on or after he/she has attained at least fifty-five (55) years of age and completed at least ten (10) Years of Service.  

2.1.32. Specified Employee . “Specified Employee” shall mean a Participant who is a key employee (as defined in Code Section 416
(i) without regarding to Code Section 416(i)(5)) of the Company. For purposes of this definition, a Participant is a key employee if the 
Participant meets the requirements of Code Section 416(i)(1)(A)(i), (ii) or (iii) (applied in accordance with the regulations thereunder and 
disregarding Code Section 416(i)(5)) at any  
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time during the twelve-month period ending on any December 31. If a Participant is a key employee as of any December 31, that 
Participant is treated as a Specified Employee for the twelve-month period beginning on the April 1 following the relevant December 31.  

2.1.33. Unforeseeable Emergency . “Unforeseeable Emergency” is as defined in Treasury Regulation Section 1.409A-3(i)(3)(i) (or 
any successor guidance subsequently issued including revised Treasury Regulations or other administrative guidance issued pursuant 
thereto).  

2.1.34. Valuation Date . “Valuation Date” means the last business day of each calendar month and each special valuation date 
designated by the Committee.  

2.1.35. Year of Service . “Year of Service” has the same meaning as in the 401(k) Plan for purposes of vesting.  

2.2. Number and Gender . Wherever appropriate, words used in the singular shall be considered to include the plural and words used in 
the plural shall be considered to include the singular. The masculine gender, where appearing in the Plan, shall be deemed to include the 
feminine gender.  

2.3. Headings . The headings are included solely for convenience, and if there is any conflict between any heading and the text of the Plan, 
the Plan text shall control.  

   

3.1. Participation . Participants in the Plan are those Employees who are:  

3.1.1. subject to the income tax laws of the United States;  

3.1.2. members of a select group of highly compensated or management Employees; and  

3.1.3. selected by the Committee, in its sole discretion, as Participants.  

The Committee shall notify each Participant of his/her selection as a Participant in writing. Notwithstanding any eligibility designation under this 
Section 3.1, an Employee shall not be eligible for the first time unless and until notification is provided to them of such designation. Subject to 
the provisions of Section 3.2, a Participant shall remain eligible to continue participation in the Plan for each Plan Year following his/her initial 
year of participation in the Plan.  

3.2. Commencement of Participation . Subject to Code Section 409A nonqualified deferred compensation plan aggregation rules, an 
Employee who becomes newly eligible to participate in the Plan under Section 3.1 must submit (or complete online if such form is electronic) 
the Participation Agreement within thirty (30) days of the date he/she first becomes eligible due to notification pursuant to Section 3.1 
immediately above. However, such Deferral elections shall be prospective and shall apply only to Base Pay and/or Bonus Compensation that 
would otherwise be earned and then paid to the Employee after the Participation Agreement is filed. Notwithstanding the foregoing, no Deferral 
elections shall be permitted under the Plan until such time as determined by the Committee. Additionally, at the time a Participant files (or 
completes online if such form is  
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electronic) his/her first Participation Agreement, the Participant must also make the timing-of-distribution election (specifically relating to a 
specified, fixed date for distribution) described in Sections 5.2 or 7.1, as the case may be, and the form-of-distribution election also described in 
Section 7.2 related to his/her total amounts accumulated under the Plan. In the event that a Participant does not make a timing-of-distribution 
election (specifically relating to a specified, fixed date for distribution) and/or a form-of-distribution election with respect to his/her initial 
Deferral election under the Plan, such Participant shall be deemed to have initially elected to receive his/her deferred compensation in the form 
of a lump-sum on his/her date of termination of service (unless earlier acceleration due to death or Disability).  

3.3. Cessation of Active Participation . In the event a Participant no longer meets the requirements for eligibility to participate in the 
Plan, such Participant shall become an inactive Participant as of the January 1 of the Plan Year immediately following the Plan Year that 
includes the ineligibility event trigger. Notwithstanding this, such Participant shall retain all of the rights described under the Plan, except the 
right to make any further deferrals hereunder as of the immediately following January 1; provided, however, that such a Participant shall 
continue to make deferrals for the remainder of the Plan Year in which he or she becomes ineligible to participate. The Committee shall 
communicate such ineligibility to such Participant in writing prior to the effective date of such action. Such cessation shall have no effect upon 
amounts then credited to his/her Account which shall remain subject to all of the applicable provisions of the Plan.  

   

4.1. Deferrals by Participants . Before the first day of each Plan Year (or as otherwise permitted by applicable law), a Participant may file 
(or complete online if such form is electronic) with the Committee a Participation Agreement pursuant to which such Participant elects to make 
Deferrals. Any Participant Deferral election shall be subject to rules prescribed by the Committee. Deferrals will be credited to the Account of 
each Participant at the time they would have been paid to the Participant in cash but for the election to defer. The minimum Deferral for a Plan 
Year is Two Thousand Dollars ($2000.00); provided, however, the minimum Deferral shall be prorated for any Plan Year in which an individual 
is not a Participant for twelve (12) months based on full months of participation. The maximum Deferrals permitted under the Plan for a Plan 
Year are as follows:  

4.1.1. Participant Deferrals for Plan Years Prior to January 1, 2011 . For Plan Years prior to January 1, 2011, Participants may 
defer, in whole percentages, amounts which cannot exceed the following:  

4.1.1.1. up to fifty percent (50%) of Base Pay; and  

4.1.1.2. up to one hundred percent (100%) of Bonus Compensation.  

The maximum Deferrals permitted under the Plan for Plan Years prior to January 1, 2011 is Fifty Thousand Dollars ($50,000.00) or such 
other adjusted amount determined by the Committee from time to time before the commencement of any Plan Year; provided, however, 
such maximum shall not apply to Bonus Deferrals which shall not be subject to any maximum limitation.  
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4.1.2. Participant Deferrals for Plan Years On and After January 1, 2011 . For Plan Years on and after January 1, 2011, 
Participants may defer, in whole percentages:  

4.1.2.1. up to one hundred percent (100%) of Base Pay; and  

4.1.2.2. up to one hundred percent (100%) of Bonus Compensation.  

For Plan Years on and after January 1, 2011, there is no maximum Deferrals limitation but the Committee retains discretion to impose any 
such limitation, if necessary in its complete and sole discretion, from time to time before the commencement of any Plan Year.  

4.2. Effective Date of Participation Agreement .  

4.2.1. Annual Submission of Election to Defer Form . Before the beginning of each Plan Year, each Employee may elect to reduce 
the amount of:  

4.2.1.1. his/her Base Pay that would otherwise be earned and paid to the Employee in the following Plan Year; and/or  

4.2.1.2. his/her Bonus Compensation that would otherwise be paid to the Employee in the second following Plan Year (where 
the immediately following Plan Year is the performance period upon which such Bonus is based).  

This Deferral election must be made on the Participation Agreement (or any successor form thereto for this purpose) (or completed online 
if such form is electronic) provided by the Committee. A Participant’s Participation Agreement shall become effective on the first day of 
the Plan Year to which it relates. The Deferral election may be amended at any time but any election as in effect on the last business day 
before the first day of the Plan Year with respect to which the Deferral election is made shall govern. An Employee must file (or complete 
online if such form is electronic) a new Participation Agreement for each Plan Year as to which he/she wishes to defer Base Pay and/or 
Bonus Compensation. Notwithstanding the foregoing, no such Deferral elections shall be permitted under the Plan until such time as 
determined by the Company. Notwithstanding anything to the contrary, a Participation Agreement with respect to any Bonus 
Compensation which is determined by the Committee to be Performance Based Compensation, shall be made (or completed online if such 
form is electronic) as provided by the Committee, but no later than six (6) months prior to the end of such Bonus Compensation’s 
performance period.  

4.2.2. Failure to Submit Annual Election to Defer Form . If an Employee fails to submit (or complete online if such form is 
electronic) the appropriate annual Participation Agreement as required under this Section 4.2, he/she will be deemed to have elected not to 
participate in the Plan for the Plan Year to which such Participation Agreement otherwise would apply.  

4.2.3. Cancellation of Deferral Elections .  

4.2.3.1. Non Revocation of Deferral . After the beginning of a Plan Year to which Base Pay and/or Bonus Compensation are 
deferred by the Participant for such Plan Year under Section 4.1, the Participant may not revoke such Deferral election during the 
Plan Year, except to the extent that such revocation would be allowable by the provisions of this subparagraph 4.2.3.  
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4.2.3.2. Unforeseeable Emergency . The Committee may cancel a Participant’s Participation Agreement pursuant to the 
provisions of Treasury Regulation Section 1.409A-3(j)(4)(viii) (or any successor guidance subsequently issued including revised 
Treasury Regulations or other administrative guidance issued pursuant thereto) in connection with the Participant’s Unforeseeable 
Emergency.  

4.2.3.3. Disability . The Committee may cancel a Participant’s Participation Agreement pursuant to the provisions of Treasury 
Regulation Section 1.409A-3(j)(4)(xii) (or any successor guidance subsequently issued including revised Treasury Regulations or 
other administrative guidance issued pursuant thereto) in connection with the Participant’s Disability. Such cancellation must occur 
by the later of the end of the Participant’s taxable year in which, or the 15th day of the third month following the date on which, the 
Participant incurs a Disability.  

4.2.3.4. Final Pay Check Due to Termination of Employment . A Participant whose employment terminates prior to the date 
any remuneration which he/she elected to defer would have been paid to him/her shall be paid such remuneration in cash instead of 
deferring it into the Plan.  

A cancellation pursuant to this subparagraph 4.2.3 shall apply only to Base Pay and/or Bonus Compensation not yet earned.  

4.3. Modification or Revocation of Election by Participant . A Participant may not change the amount of his/her Base Pay Deferrals or 
Bonus Deferrals at any time during a Plan Year.  

4.4. Matching Contributions . For each Plan Year, the Account of each Participant shall be credited with a Matching Contribution equal 
to such amount, if any, as the Company shall determine based on the Participant’s Deferrals for such Plan Year.  

4.5. Company Profit Sharing Contribution . For each Plan Year, the Account of each Participant shall be credited with a Company 
Profit Sharing Contribution equal to such amount, if any, as the Company shall determine in its complete and sole discretion.  

4.6. Other Company Contributions . For each Plan Year, the Account of each Participant shall be credited with an Other Company 
Contribution equal to such amount, if any, as the Company shall determine in its complete and sole discretion.  

   

5.1. Vesting . All provisions of the Plan relating to the distribution of a Participant’s Account shall mean only the vested portion of such 
Account. Since the Plan is unfunded, the portion of a Participant’s Account which is not vested and therefore not distributed with the vested 
portion of his/her Account shall remain property of the Company and not be allocated to Accounts of other Participants or otherwise inure to 
their benefit.  

5.1.1. Participant Deferrals . A Participant shall be one hundred percent (100%) vested at all times in the amount of his/her Account 
which is attributable to his/her Deferrals.  
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5.1.2. Matching Contributions . A Participant shall vest in his/her Matching Contributions, if any, for a Plan Year in accordance 
with the vesting provisions of the 401(k) Plan applicable to the vesting of matching contributions thereunder.  

5.1.3. Company Profit Sharing Contributions . A Participant shall vest in his/her Company Profit Sharing Contributions, if any, 
for a Plan Year in accordance with the vesting provisions of the 401(k) Plan applicable to the vesting of profit sharing contributions 
thereunder.  

5.1.4. Other Contributions . A Participant shall vest in his/her Other Contributions, if any, for a Plan Year in accordance with any 
relevant vesting schedule determined by the Committee from time to time.  

5.1.5. Accelerated Vesting . Notwithstanding anything to the contrary, a Participant’s Account shall become one hundred percent 
(100%) vested upon his/her:  

5.1.5.1. Death while employed;  

5.1.5.2. Disability while employed; or  

5.1.5.3. Retirement Date while employed.  

5.2. Election of In-Service Distribution .  

5.2.1. Election . If a Participant desires an in-service distribution of all or a percentage of his/her Deferrals for any given Plan Year, 
including earnings on such Deferrals, he/she must elect such in-service distribution on his/her Participation Agreement for such Plan Year 
(or complete online if such form is electronic). In the case of any such election, the Deferral Period must be for at least two (2) years. 
Notwithstanding anything to the contrary, if the Participant elects an in-service distribution and is entitled to such a distribution pursuant to 
such election prior to the required distributable events listed in Section 7.1, distribution pursuant to such in-service distribution election 
shall not include Matching Contributions, Company Profit Sharing Contributions and/or Other Contributions and earnings on Matching 
Contributions, Company Profit Sharing Contributions and/or Other Contributions and must always be made in a lump sum on the date 
requested by the Participant, unless such day falls on a weekend or holiday and then it shall be made on the next following business day.  

5.2.2. Subsequent Deferral Election of In-Service Distribution . A Participant may elect to extend a Deferral Period previously 
selected under paragraph 5.2.1 immediately above for an in-service distribution by filing (or completing online if such form is electronic) 
an Election to Extend Deferral Period Form (or any successor form thereto from time to time) with the Company that specifies the later 
fixed date on which the Deferral Period for such in-service distribution will expire. This Election to Extend Deferral Period Form must be 
filed at least one year ( i.e. , twelve (12) months) before the expiration of the original Deferral Period specified by the Participant under 
paragraph 5.2.1 immediately above with respect to such in-service distribution. This Election to Extend Deferral Period Form will not be 
effective until at least one year ( i.e. , twelve (12) months) after the date on which such form has been filed (or completed online if such 
form is electronic). Under the Election to Extend Deferral Period Form, all payments scheduled under the extended specified, fixed  
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date for a given in-service distribution must occur five (5) years or later from the date such payment was originally scheduled to be 
received under the then designated and enforceable specified, fixed date election for such in-service distribution. A Participant may make 
multiple subsequent deferral elections under this paragraph 5.2.2 for any given in-service distribution but any time requirements set forth 
herein must be separately satisfied with respect to each subsequent distribution election. Notwithstanding the foregoing, subsequent 
deferral elections made on an Election to Extend Deferral Period Form must comply, at all times, with Code Section 409A, any regulations 
issued with respect to Code Section 409A and any other guidance issued the IRS and authoritative on the issue.  

5.3. Investment Elections .  

5.3.1. Manner of Investment . All amounts credited to the Accounts of Participants shall be treated as though invested and 
reinvested only in Permissible Investments.  

5.3.2. Investment Decisions, Earnings and Expenses . Investments in which the Accounts of Participants shall be treated as 
invested and reinvested shall be directed by the Participant in Permissible Investments as designated in the Participation Agreement or 
otherwise designated by the Committee from time to time. A Participant may elect different investment allocations for new contributions 
and existing Account balances. Only whole percentages may be elected, and the total elections must allocate 100% of all new contributions 
and 100% of all existing Account balances. In the event a Participant fails to allocate one hundred percent (100%) of his or her Account, he 
or she shall conclusively be deemed to have elected that any unallocated amounts in his or her Account be hypothetically invested in the 
default fund designated by the Company from time to time. Investment elections may be changed once per month in accordance with the 
procedures set forth by the Committee from time to time. Any change shall be effective prospectively only. All dividends, interest, gains, 
and distributions of any nature that would be earned on a Permissible Investment will be credited to the Account as though reinvested in 
additional shares of that Permissible Investment. Expenses that would be attributable to such investments shall be charged to the Account 
of the Participant. The Committee may change Permissible Investments at any time in its sole discretion, and may adopt procedures with 
respect to Participant’s investment decisions, including procedures providing for the investment of the Account of a Participant who does 
not make an investment decision Under no circumstances whatsoever shall the Company or the Committee, or any of their employees, 
have any liability for any investment losses incurred by any Participant (including without limitation any loss alleged to have resulted from 
the negligence, gross negligence, or recklessness of any such person). A Participant’s Account shall be adjusted as of each Valuation Date 
to reflect investment gains and losses.  

   

6.1. Establishment of Bookkeeping Accounts . A separate bookkeeping Account shall be maintained for each Participant. Such account 
shall be:  

6.1.1. credited with the Deferrals, Matching Contributions, Company Profit Sharing Contributions, and Other Company 
Contributions;  

   
10  

6. ACCOUNTS 



6.1.2. credited (or reduced by, as the case may be) with the hypothetical investment gains/losses determined pursuant to Section 5.3; 
and  

6.1.3. reduced by the distributions made to or with respect to a Participant.  

6.2. Subaccounts . Within each Participant’s bookkeeping Account, separate subaccounts shall be maintained to the extent necessary for 
the administration of the Plan.  

6.3. Hypothetical Nature of Accounts . The Account established under this Section 6 shall be hypothetical in nature and shall be 
maintained for bookkeeping purposes only, so that Deferrals, Matching Contributions, and Company Profit Sharing Contributions, and Other 
Company Contributions can be credited to the Participant and so that gains and losses on such amounts so credited can be credited or charged, as 
the case may be. Neither the Plan nor any of the Accounts (or subaccounts) shall hold any actual funds or assets. The right of any person to 
receive one or more payments under the Plan shall be an unsecured claim against the general assets of the Company. Any liability of the 
Company to any Participant, former Participant, or Beneficiary with respect to a right to payment shall be based solely upon contractual 
obligations created by the Plan. Neither the Company, the Board, nor any other person shall be deemed to be a trustee of any amounts to be paid 
under the Plan. Nothing contained in the Plan, and no action taken pursuant to its provisions, shall create or be construed to create a trust of any 
kind, or a fiduciary relationship, between the Company and a Participant, former Participant, Beneficiary, or any other person.  

   

7.1. Distribution of Contribution to 401(k) Plan . As soon as practicable, but in no event later than March 15 of the Plan Year following 
the Plan Year for which the Participant executed (or completed online if such form is electronic) a Participation Agreement with respect to a 
given Plan Year, the lesser of:  

7.1.1. the allowable before-tax contribution which may be made on behalf of the Participant to the 401(k) Plan for the Plan Year for 
which the Participant executed (or completed online if such form is electronic) the Participation Agreement; and  

7.1.2. the sum of the Base Pay Deferrals and Bonus Deferrals for such Plan Year for which the Participant executed (or completed 
online if such form is electronic) such Participation Agreement, shall be paid directly to Participant as compensation earned in the Plan 
Year for which the Participant executed (or completed online if such form is electronic) the Participation Agreement, unless the Participant 
previously elected (in both the Participation Agreement and his/her 401(k) Plan deferral elections) to have such amount contributed to the 
401(k) Plan as an elective before-tax contribution. If the Participant elected to have such amount contributed to the 401(k) Plan as an 
elective before-tax contribution, such amount together with an amount equal to the applicable Matching Contributions (but not in excess of 
the matching contributions that would have been made on such amounts under the 401(k) Plan) shall be distributed directly to the 
Participant’s account within the 401(k) Plan and the appropriate subaccounts (i.e., participant deferral account and matching contribution 
account) of Participant’s account within the 401(k) Plan shall be debited accordingly. Notwithstanding the preceding, the Plan shall not 
make distributions to the Participant or to the 401(k) Plan in excess of the Participant’s Account balance under this Plan. Distributions 
pursuant to this paragraph 7.1.1 may be made in one or more installments.  
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7.2. Length of Deferral Period (i.e., Timing of Distributions) .  

7.2.1. General Rule . Distribution of that portion of a Participant’s Account for which an in-service distribution has been elected for 
a given Plan Year pursuant to Section 5.2 above shall be made at the time specified in such Participation Agreement election unless the 
Participant’s employment terminates prior to such time, in which event the remaining provisions of this Section 7.2 shall apply. Except as 
otherwise provided, payment of the Participant’s Account shall commence no later than sixty (60) days following the earliest to occur of 
the following events:  

7.2.1.1. the Participant’s death;  

7.2.1.2. the Participant’s Disability; or  

7.2.1.3. the Participant’s termination from service with the Company.  

Such Account shall be valued as of the Valuation Date commensurate with the payment date.  

7.2.2. Specified Employee Six (6) Month Delay . Notwithstanding paragraph 7.2.1 immediately above, if the Participant is a 
Specified Employee, any amounts payable to the Participant under this Section 7.2 during the first six months and one day following such 
Participant’s date of termination shall be further deferred until the date which is six months and one day following such Participant’s 
termination, and if such payments are required to be so deferred the first payment will be in an amount equal to the total amount to which 
the Participant would otherwise have been entitled during the period following the Participant’s date of termination of employment if 
deferral had not been required.  

7.3. Form of Payment .  

7.3.1. Distributable Events .  

7.3.1.1. Distributable Events Where Elections Must Be Made At the time a Participant files (or completes online if such 
form is electronic) a Participation Agreement for a given Plan Year, the Participant must elect the form in which the Participant’s 
entire Account will be distributed if such distribution event occurs due to the Participant’s termination of service prior to his/her 
Retirement Date (and other than due to death or Disability). With respect to a termination of service prior to his/her Retirement Date, 
the Participant must elect either:  

(A) A lump sum payment; or  

(B) Substantially equal monthly installments over a period of twelve (12) months. Earnings on the unpaid balance shall 
continue to be credited to subaccounts at the appropriate earning rate, in accordance with the Participant’s investment 
election. For purposes of the Plan and Code Section 409A, the right to a series of installment payments is to be treated as a 
right to a series of separate payments.  
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At the time a Participant files a Participation Agreement for a given Plan Year, the Participant must also elect the form in which the 
Participant’s entire Account will be distributed if such distribution event occurs due to the Participant’s termination of service on or 
after his/her Retirement Date. With respect to a termination of service on or after his/her Retirement Date, the Participant must elect 
either:  

(A) A lump sum payment; or  

(B) Substantially equal monthly installments over a period of sixty (60), one hundred twenty (120), or one hundred 
eighty (180) months or substantially equal annual installments over a period of five (5), ten (10), or fifteen (15) years. 
Earnings on the unpaid balance shall continue to be credited to subaccounts at the appropriate earning rate, in accordance with 
the Participant’s investment election. For purposes of the Plan and Code Section 409A, the right to a series of installment 
payments is to be treated as a right to a series of separate payments.  

In the event that a Participant does not make a form-of-distribution election as provided above for each of the two distributable 
events, such Participant shall be deemed to have elected to receive his/her deferred compensation in the form of a lump-sum.  

7.3.1.2. Disability as a Distributable Event . In the event that Participant has a termination of service due to his/her Disability, 
such Participant’s entire Account shall be paid in the identical form-of-distribution elected by the Participant with respect to his/her 
termination of service on or after his/her Retirement Date. A separate form-of-distribution election is not secured from the Participant 
related to a Disability distributable event.  

7.3.1.3. Death as a Distributable Event . In the event that Participant has a termination of service due to his/her death while 
still employed with the Company, such Participant’s entire Account shall be paid in the form of a lump-sum; provided, however, if a 
former Participant (i.e., who is no longer employed by the Company, is receiving an installment form of distribution and dies prior to 
the distribution of his/her entire Account, the installment distributions will be continued to his/her Beneficiary. A separate form-of-
distribution election is not secured from the Participant related to a death distributable event.  

7.3.2. Subsequent Change in Form Election . A Participant may elect to change his/her form of distribution (i.e., from lump sum to 
installments or vice versa) by filing an Election to Change Form of Distribution (or any successor form thereto from time to time) with the 
Company to reflect the newly elected form of distribution. This Election to Change Form of Distribution must be filed (or completed 
online if such form is electronic) at least one year ( i.e. , twelve (12) months) before the expiration of the then designated and enforceable 
Deferral Period specified by the Participant under Section 7.2 subject to Section 5.2. This Election to Change Form of Distribution will not 
be effective until at least one year ( i.e. , twelve (12) months) after the date on which such form has been filed (or completed online if such 
form is electronic). Under the Election to Change Form of Distribution, any change in form of distribution ( i.e. , from lump sum to 
installments or vice versa) cannot accelerate any payment scheduled under the then designated and enforceable Deferral Period and shall 
additionally require an automatic delay in the timing of distribution to five (5) years  
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from the date all such payments are then scheduled to be made under then designated and enforceable Deferral Period. A Participant may 
make multiple subsequent change in form elections under this paragraph 7.3.2 but any time requirements set forth herein must be 
separately satisfied with respect to each subsequent distribution election. Notwithstanding the foregoing, subsequent change in form 
elections made on an Election to Change Form of Distribution must comply, at all times, with Code Section 409A, any regulations issued 
with respect to Code Section 409A and any other guidance issued the IRS and authoritative on the issue.  

7.4. No Acceleration Of Benefits . Notwithstanding any other terms in this Plan document, the Plan does not permit the acceleration of the 
time or schedule of any payment under the Plan, except as may be allowed by Treasury Regulations or any other Department of Treasury or IRS 
guidance issued under Code Section 409A.  

7.5. Small Account . Notwithstanding anything to the contrary in this Plan, if the total of a Participant’s vested, unpaid Account balance as 
of the time the payments are to commence from the Participant’s Account pursuant to Section 7.2 are less than $10,000, the remaining unpaid, 
vested Account shall be paid in a lump sum paid no later than sixty (60) days immediately following the date of termination, notwithstanding 
any election by the Participant to the contrary.  

7.6. Designation of Beneficiaries .  

7.6.1. General Designation Rule . Each Participant shall have the right, at any time, to designate one (1) or more persons or an 
entity as Beneficiary (both primary as well as secondary) to whom benefits under this Plan shall be paid in the event of a Participant’s 
death prior to complete distribution of the Participant’s Account. Each Beneficiary designation shall be in a written form prescribed by the 
Committee (or completed online if such form is electronic) and will be effective only when filed (or completed online if such form is 
electronic) with and received by the Committee during the Participant’s lifetime. In case of a Participant who is a resident of a community 
property state, designation by a married Participant of a Beneficiary other than the Participant’s spouse shall not be effective unless the 
spouse executes a written consent that acknowledges the effect of the designation and is witnessed by a notary public, or the consent 
cannot be obtained because the spouse cannot be located.  

7.6.2. Amendments . Except as provided below, any nonspousal designation of Beneficiary may be changed by a Participant without 
the consent of such Beneficiary by the filing of a new designation with the Committee. The filing of a new designation shall cancel all 
designations previously filed.  

7.6.3. Change in Marital Status . If the marital status of a Participant residing in a community property state changes after the 
Participant has designated a Beneficiary, the following shall apply:  

7.6.3.1. If the Participant is married at death but was unmarried when the designation was made, the designation shall be void 
unless the spouse has consented to it in the manner prescribed above.  
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7.6.3.2. If the Participant is unmarried at death but was married when the designation was made:  

(A) The designation shall be void if the spouse was named as Beneficiary.  

(B) The designation shall remain valid if a nonspouse Beneficiary was named.  

If the Participant was married when the designation was made and is married to a different spouse at death, the designation shall be 
void unless the new spouse has consented to it in the manner prescribed above.  

7.6.4. No Beneficiary Designation . If any Participant fails to designate a Beneficiary in the manner provided above, or if the 
Beneficiary designated by a deceased Participant dies before the Participant or before complete distribution of the Participant’s benefits, 
the Participant’s Beneficiary shall be the person in the first of the following classes in which there is a survivor:  

7.6.4.1. The Participant’s surviving spouse;  

7.6.4.2. The Participant’s children in equal shares, except that if any of the children predeceases the Participant but leaves issue 
surviving, then such issue shall take by right of representation the share the parent would have taken if living;  

7.6.4.3. The Participant’s estate.  

7.7. Unclaimed Benefits . In the case of a benefit payable on behalf of such Participant, if the Committee is unable to locate the Participant 
or Beneficiary to whom such benefit is payable, such benefit may be forfeited to the Company, upon the Committee’s determination. 
Notwithstanding the foregoing, if subsequent to any such forfeiture the Participant or Beneficiary to whom such benefit is payable makes a valid 
claim for such benefit, such forfeited benefit shall be paid by the Company or restored to the Plan by the Company.  

7.8. Unforeseeable Emergency Withdrawals . A Participant may apply in writing to the Committee for, and the Committee may permit, a 
withdrawal for an Unforeseeable Emergency of all (valued as of the last day of the month prior to the month in which the application is made) or 
any part of a Participant’s Account if the Committee, in its sole discretion, determines that the Participant has incurred an Unforeseeable 
Emergency. The amount that may be withdrawn shall be limited to the amount reasonably necessary to relieve the hardship or financial 
emergency upon which the request is based, plus the federal and state taxes due on the withdrawal, as determined by the Committee. The 
Committee may require a Participant who requests such a withdrawal to submit such evidence as the Committee, in its sole discretion, deems 
necessary or appropriate to substantiate the circumstances upon which the request is based.  

7.9. Withholding . All Deferrals and distributions shall be subject to legally required income and employment tax withholding. Such taxes 
shall include, but not necessarily be limited to, Social Security taxes on Deferrals, Matching Contributions, Company Profit Sharing 
Contributions and/or Other Contributions at the time they are vested and income taxes on distributions.  
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8.1. Committee . The Plan shall be administered by a Committee, which shall be appointed by and serve at the pleasure of the Board. The 
Committee shall be responsible for the general operation and administration of the Plan and for carrying out the provisions thereof. The 
Committee may delegate to others certain aspects of the management and operational responsibilities of the Plan including the employment of 
advisors and the delegation of ministerial duties to qualified individuals, provided that such delegation is in writing. No member of the 
Committee who is a Participant shall participate in any matter relating to his status as a Participant or his rights or entitlement to benefits as a 
Participant.  

8.2. General Powers of Administration . The Committee shall have all powers necessary or appropriate to enable it to carry out its 
administrative duties. Not in limitation, but in application of the foregoing, the Committee shall have discretionary authority to construe and 
interpret the Plan and determine all questions that may arise hereunder as to the status and rights of Employees, Participants, and Beneficiaries. 
The Committee may exercise the powers hereby granted in its sole and absolute discretion. The Committee may promulgate such regulations as 
it deems appropriate for the operation and administration of the Plan. No member of the Committee shall be personally liable for any actions 
taken by the Committee unless the member’s action involves gross negligence or willful misconduct.  

8.3. Indemnification of Committee . The Company shall indemnify the members of the Committee against any and all claims, losses, 
damages, expenses, including attorney’s fees, incurred by them, and any liability, including any amounts paid in settlement with their approval, 
arising from their action or failure to act, except when the same is judicially determined to be attributable to their gross negligence or willful 
misconduct.  

   

9.1. Claims . A Participant, beneficiary or other person who believes that he/she is being denied a benefit to which he/she is entitled 
(hereinafter referred to as “Claimant”), or his/her duly authorized representative, may file a written request for such benefit with the Committee 
setting forth his/her claim. The request must be addressed to the Committee at the Company at its then principal place of business.  

9.2. Claim Decision . Upon receipt of a claim, the Committee shall advise the Claimant that a reply will be forthcoming within a 
reasonable period of time, but ordinarily not later than ninety days, and shall, in fact, deliver such reply within such period. However, the 
Committee may extend the reply period for an additional ninety days for reasonable cause. If the reply period will be extended, the Committee 
shall advise the Claimant in writing during the initial 90-day period indicating the special circumstances requiring an extension and the date by 
which the Committee expects to render the benefit determination. If the claim is denied in whole or in part, the Committee will render a written 
opinion, using language calculated to be understood by the Claimant, setting forth:  
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9.2.1. the specific reason or reasons for the denial;  

9.2.2. the specific references to pertinent Plan provisions on which the denial is based;  

9.2.3. description of any additional material or information necessary for the Claimant to perfect the claim and an explanation as to 
why such material or such information is necessary;  

9.2.4. appropriate information as to the steps to be taken if the Claimant wishes to submit the claim for review, including a statement 
of the Claimant’s right to bring a civil action under Section 502(a) of ERISA following an adverse benefit determination on review; and  

9.2.5. the time limits for requesting a review of the denial under Section 9.3 and for the actual review of the denial under Section 9.4.  

9.3. Request for Review . Within sixty (60) days after the receipt by the Claimant of the written opinion described above, the Claimant 
may request in writing that the Secretary of the Company (“Secretary”) review the Committee’s prior determination. Such request must be 
addressed to the Secretary at the Company at its then principal place of business. The Claimant or his/her duly authorized representative may 
submit written comments, documents, records or other information relating to the denied claim, which such information shall be considered in 
the review under this Section without regard to whether such information was submitted or considered in the initial benefit determination. The 
Claimant or his/her duly authorized representative shall be provided, upon request and free of charge, reasonable access to, and copies of, all 
documents, records and other information which:  

9.3.1. was relied upon by the Committee in making its initial claims decision;  

9.3.2. was submitted, considered or generated in the course of the Committee making its initial claims decision, without regard to 
whether such instrument was actually relied upon by the Committee in making its decision; or  

9.3.3. demonstrates compliance by the Committee with its administrative processes and safeguards designed to ensure and to verify 
that benefit claims determinations are made in accordance with governing Plan documents and that, where appropriate, the Plan provisions 
have been applied consistently with respect to similarly situated claimants.  

If the Claimant does not request a review of the Committee’s determination within such sixty-day period, he or she shall be barred and estopped 
from challenging such determination.  

9.4. Review of Decision . Within a reasonable period of time, ordinarily not later than sixty days, after the Secretary’s receipt of a request 
for review, it will review the Committee’s prior determination. If special circumstances require that the sixty-day time period be extended, the 
Secretary will so notify the Claimant within the initial 60-day period indicating the special circumstances requiring an extension and the date by 
which the Secretary expects to render its decision on review, which shall be as soon as possible but not later than 120 days after receipt of the 
request for review. In the event that the Secretary extends the determination period on review due to a Claimant’s failure to submit information 
necessary to decide a claim, the period for making the benefit determination on review shall not take into account the period beginning on the 
date on which notification of extension is sent to the Claimant and ending on the date on which the Claimant  
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responds to the request for additional information. Benefits under the Plan will be paid only if the Secretary decides in its discretion that the 
Claimant is entitled to such benefits. The decision of the Secretary shall be final and non-reviewable, unless found to be arbitrary and capricious 
by a court of competent review. Such decision will be binding upon the Employer and the Claimant. If the Secretary makes an adverse benefit 
determination on review, the Secretary will render a written opinion, using language calculated to be understood by the Claimant, setting forth:  

9.4.1. the specific reason or reasons for the denial;  

9.4.2. the specific references to pertinent Plan provisions on which the denial is based;  

9.4.3. a statement that the Claimant is entitled to receive, upon request and free of charge, reasonable access to, and copies of, all 
documents, records and other information which:  

9.4.3.1. was relied upon by the Secretary in making its decision;  

9.4.3.2. was submitted, considered or generated in the course of the Secretary making its decision, without regard to whether 
such instrument was actually relied upon by the Secretary in making its decision; or  

9.4.3.3. demonstrates compliance by the Secretary with its administrative processes and safeguards designed to ensure and to 
verify that benefit claims determinations are made in accordance with governing Plan documents, and that, where appropriate, the 
Plan provisions have been applied consistently with respect to similarly situated claimants; and  

9.4.3.4. a statement of the Claimant’s right to bring a civil action under Section 502(a) of ERISA following the adverse benefit 
determination on such review.  

9.5. Discretionary Authority . The Committee and Secretary shall both have discretionary authority to determine a Claimant’s entitlement 
to benefits upon his/her claim or his/her request for review of a denied claim, respectively.  

   

10.1. Plan Not a Contract of Employment . The adoption and maintenance of the Plan shall not be or be deemed to be a contract between 
the Company and any person or to be consideration for the employment of any person. Nothing herein contained shall give or be deemed to give 
any person the right to be retained in the employ of the Company or to restrict the right of the Company to discharge any person at any time; nor 
shall the Plan give or be deemed to give the Company the right to require any person to remain in the employ of the Company or to restrict any 
person’s right to terminate his employment at any time.  

10.2. Non-Assignability of Benefits . No Participant, Beneficiary or distributee of benefits under the Plan shall have any power or right to 
transfer, assign, anticipate, hypothecate or otherwise encumber any part or all of the amounts payable hereunder, which are expressly declared to 
be  
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unassignable and non-transferable. Any such attempted assignment or transfer shall be void. No amount payable hereunder shall, prior to actual 
payment thereof, be subject to seizure by any creditor of any such Participant, Beneficiary or other distributee for the payment of any debt, 
judgment, or other obligation, by a proceeding at law or in equity, nor transferable by operation of law in the event of the bankruptcy, insolvency 
or death of such Participant, Beneficiary or other distributee hereunder.  

10.3. Amendment and Termination . The Board may from time to time, in its discretion, amend, in whole or in part, any or all of the 
provisions of the Plan; provided, however, that no amendment may be made which would impair the rights of a Participant with respect to 
amounts already allocated to his/her Account. The Board may terminate the Plan at any time so long as such termination complies fully with the 
provisions of Code Section 409A and the underlying final regulations. In the event that the Plan is terminated, the balance in a Participant’s 
Account shall be paid to such Participant or his/her Beneficiary in a lump sum or in equal monthly installments as the Committee determines and 
otherwise in accordance with Code Section 409A and the underlying final regulations.  

10.4. Unsecured General Creditor Status Of Employee . The payments to Participant, his Beneficiary or any other distributee hereunder 
shall be made from assets which shall continue, for all purposes, to be a part of the general, unrestricted assets of the Company; no person shall 
have nor acquire any interest in any such assets by virtue of the provisions of this Agreement. The Company’s obligation hereunder shall be an 
unfunded and unsecured promise to pay money in the future. To the extent that the Participant, a Beneficiary, or other distributee acquires a right 
to receive payments from the Company under the provisions hereof, such right shall be no greater than the right of any unsecured general 
creditor of the Company; no such person shall have nor require any legal or equitable right, interest or claim in or to any property or assets of the 
Company. In the event that, in its discretion, the Company purchases an insurance policy or policies insuring the life of the Participant (or any 
other property) to allow the Company to recover the cost of providing the benefits, in whole, or in part, hereunder, neither the Participant, his 
Beneficiary or other distributee shall have nor acquire any rights whatsoever therein or in the proceeds therefrom. The Company shall be the sole 
owner and beneficiary of any such policy or policies and, as such, shall possess and may exercise all incidents of ownership therein. No such 
policy, policies or other property shall be held in any trust for a Participant, Beneficiary or other distributee or held as collateral security for any 
obligation of the Company hereunder.  

10.5. Severability . If any provision of this Plan shall be held illegal or invalid for any reason, said illegality or invalidity shall not affect 
the remaining provisions hereof; instead, each provision shall be fully severable and the Plan shall be construed and enforced as if said illegal or 
invalid provision had never been included herein.  

10.6. Governing Laws . All provisions of the Plan shall be construed in accordance with the laws of Illinois except to the extent 
preempted by federal law.  

10.7. Binding Effect . This Plan shall be binding on each Participant and his/her heirs and legal representatives and on the Company and 
its successors and assigns.  

10.8. Entire Agreement . This document and any amendments contain all the terms and provisions of the Plan and shall constitute the 
entire Plan, any other alleged terms or provisions being of no effect.  
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10.9. No Guarantee of Tax Consequences . While the Company has established, and will maintain the Plan, the Company makes no 
representation, warranty, commitment, or guaranty concerning the income, employment, or other tax consequences of participation in the Plan 
under federal, state, or local law.  

10.10. Sole Obligor . Each Company shall be the sole obligor with respect to Plan benefits that are owed to a Participant which arise by 
virtue of contributions made by such Company or the Participant’s employment by such Company.  

IN WITNESS WHEREOF , the Company has caused this Plan to be executed on the 31 day of December, 2010.  
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LKQ CORPORATION 

By:   /s/ Victor M.Casini 
Title:   Senior Vice President 
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Exhibit 10.19 

CONFIDENTIAL 

Change of Control Agreement  

December 6, 2010  

Joseph M. Holsten  
120 North LaSalle Street  
Suite 3300  
Chicago, Illinois 60602  

Dear Mr. Holsten:  

LKQ Corporation, a Delaware corporation (the “ Company ”), considers it essential to the best interests of its stockholders to take 
reasonable steps to retain key management personnel. Further, the Board of Directors of the Company (the “ Board ”) recognizes that the 
uncertainty and questions that might arise among management in the context of any possible Change of Control (as defined below) of the 
Company could result in the departure or distraction of management personnel to the detriment of the Company and its stockholders.  

In order to reinforce and encourage your continued attention and dedication to your assigned duties without distraction in the face of 
potentially disturbing circumstances arising from any possible Change of Control, the Company has determined to enter into this letter 
agreement (the “ Agreement ”), which addresses the terms and conditions of your separation from the Company in connection with a Change of 
Control or within two (2) years following the Change of Control Date (the “ Change of Control Period ”). Capitalized words that are not 
otherwise defined herein shall have the meanings assigned to those words in Section 11 hereof.  

1. Operation of Agreement . The provisions of this Agreement pertaining to the terms and conditions of your separation from the 
Company in connection with a Change in Control (collectively, the “ Severance Provisions ”) shall apply only if a Change of Control occurs 
during the Effective Period. If a Change of Control occurs during the Effective Period, the Severance Provisions become effective on the date of 
the Change of Control (the “ Change of Control Date ”). Notwithstanding the foregoing, if (a) a Change of Control occurs during the Effective 
Period; and (b) your employment with the Company is terminated during the Effective Period, but within twelve (12) months prior to the date on 
which the Change of Control occurs; and (c) it is reasonably demonstrated by you that such termination of employment (i) was at the request of a 
third party that has taken steps reasonably calculated to effect a Change of Control or (ii) otherwise arose in connection with or in anticipation of 
a Change of Control, then the “ Change of Control Date ” shall mean the date immediately prior to the date of such termination of employment. 
This Agreement will remain in effect until the later of (x) the last day of the Effective Period; or (y) if a Change of Control occurs during the 
Effective Period, the date on which all benefits due to you under this Agreement, if any, have been paid.  

2. Termination of Employment by Reason of Death or Disability . Your employment shall terminate automatically if you die during 
the Change of Control Period. If the Company determines in good faith that you incurred a Disability during the Change of Control Period, it 
may give you written notice, in accordance with Section 5 hereof, of its intention to  



terminate your employment. In such event, your employment with the Company shall terminate effective on the thirtieth (30) calendar day after 
your receipt of such notice if you have not returned to full-time duties within thirty (30) calendar days after such receipt. If your employment is 
terminated for death or Disability during the Change of Control Period, this Agreement shall terminate without further obligations on the part of 
the Company other than the obligation to pay to you or your representative, as applicable, the following amounts:  

(a) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release:  

(b) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar 
days following the Date of Termination or (ii) the effective date of the Waiver and Release; and  

(c) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs, policies, 
arrangements or agreements.  

3. Termination for Cause; Resignation Other Than for Good Reason . If your employment is terminated for Cause or you resign for 
other than Good Reason during the Change of Control Period, your employment will terminate on the Date of Termination in accordance with 
Section 5 hereof and this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay to 
you the following:  

(a) the Accrued Obligations, which shall be paid to you in a single sum payment within thirty (30) calendar days of the Date of 
Termination; and  

(b) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs or policies.  

4. Termination as a Result of an Involuntary Termination . In the event that your employment with the Company should terminate 
during the Change of Control Period as a result of an Involuntary Termination, the Company will be obligated, except as provided in Section 8 
or Section 9 hereof, to provide you the following benefits:  

(a) Severance Payment . The Company shall pay to you the following amounts:  

(i) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(ii) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(iii) an amount equal to the product of (A) 2.5 times (B) the sum of (1) your Adjusted Base Salary plus (2) the greater of 
(x) your Target Bonus  
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or (y) the average of the annual bonuses paid or to be paid to you with respect to the immediately preceding three (3) fiscal years, 
which amount shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar days following the 
Date of Termination or (ii) the effective date of the Waiver and Release;  

(iv) if you had previously consented to the Company’s request to relocate your principal place of employment more than forty 
(40) miles from its location immediately prior to the Change of Control Date, all unreimbursed relocation expenses incurred by you 
in accordance with the Company’s relocation policies, which expenses shall be paid to you in a single sum cash payment no later 
than the later of (A) fifteen (15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release; 
and  

(v) the Other Benefits, which shall be paid in accordance with the then-existing terms and conditions of such plans, programs or 
policies.  

(b) Benefit Continuation . You and your then eligible dependents shall continue to be covered by and participate in the group health 
and dental care plans (collectively, “ Health Plans ”) of the Company (at the Company’s cost) in which you participated, or were eligible to 
participate, immediately prior to the Date of Termination through the end of the Benefit Continuation Period; provided , however , that any 
medical or dental welfare benefit otherwise receivable by you hereunder shall be reduced to the extent that you become covered under a 
group health or dental care plan providing comparable medical and health benefits. You shall be eligible to participate in such Health Plans 
on terms that are at least as favorable as those in effect immediately prior to the Date of Termination. However, in the event that the terms 
of the Company’s Health Plans do not permit you to participate in those plans (other than pursuant to an election under the Consolidated 
Omnibus Budget Reconciliation Act of 1985 (“ COBRA ”)), in lieu of your and your eligible dependent’s coverage and participation under 
the Company’s Health Plans, the Company shall pay to you within thirty (30) calendar days of the Date of Termination a lump sum equal 
to two (2) times your monthly COBRA premium amount for the number of months remaining in the Benefit Continuation Period. In 
addition, for the purposes of coverage under COBRA, your COBRA event date will be the date of loss of coverage described in this 
paragraph above.  

(c) Outplacement Services . The Company shall, at its sole expense as incurred, provide you with outplacement services on such 
terms and conditions as may be reasonably determined by the Company prior to the Change of Control Date.  

(d) Acceleration of Stock Awards . All your outstanding awards of restricted stock, stock options, and other equity-based 
compensation shall become fully vested and exercisable in full immediately upon the Date of Termination; provided, however, that any 
such awards that would be out of the money as of the Date of Termination may be terminated pursuant to Section 9(b) hereof. In addition, 
all your outstanding awards of restricted stock, stock options, and other equity-based compensation that are not assumed or substituted with 
awards of equivalent value in connection with a Change of Control shall become fully vested and exercisable in full immediately upon the 
Change of Control Date.  
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5. Date and Notice of Termination . Any termination of your employment by the Company or by you during the Change of Control 
Period shall be communicated by a notice of termination to the other party hereto (the “ Notice of Termination ”). The Notice of Termination 
shall indicate the specific termination provision in this Agreement relied upon and shall set forth in reasonable detail the facts and circumstances 
claimed to provide a basis for termination of your employment under the provision so indicated. The date of your termination of employment 
with the Company (the “ Date of Termination ”) shall be determined as follows: (i) if your employment is terminated for Disability, thirty 
(30) calendar days after a Notice of Termination is received by you (provided that you shall not have returned to the full-time performance of 
your duties during such thirty (30) calendar day period), (ii) if your employment is terminated by the Company in an Involuntary Termination, 
the later of the date specified in the Notice of Termination or five (5) calendar days after the date the Notice of Termination is received by you, 
(iii) if you terminate your employment for Good Reason, five (5) calendar days after the date the Notice of Termination is received by the 
Company, and (iv) if your employment is terminated by the Company for Cause, the later of the date specified in the Notice of Termination or 
five (5) calendar days following the date such notice is received by you. The Date of Termination for a resignation of employment other than for 
Good Reason shall be the date set forth in the applicable notice.  

6. No Mitigation or Offset; D&O Insurance .  

(a) No Mitigation or Offset . You shall not be required to mitigate the amount of any payment provided for herein by seeking other 
employment or otherwise, nor shall the amount of any payment or benefit provided for herein be reduced by any compensation earned by 
you as the result of employment by another employer.  

(b) D&O Insurance, and Indemnification . Through at least the sixth anniversary of the Date of Termination, the Company shall 
maintain coverage for you as a named insured on all directors’ and officers’ insurance maintained by the Company for the benefit of its 
directors and officers on at least the same basis as all other covered individuals and provide you with at least the same corporate 
indemnification as it provides to other senior executives.  

7. Confidentiality . You agree to treat all Confidential Information as confidential information entrusted to you solely for use as an 
employee of the Company, and shall not divulge, reveal or transmit any Confidential Information in any way to persons not employed by the 
Company at any time from the date hereof until the end of time, whether or not you continue to be an employee of the Company, unless 
authorized in writing by the Company.  

8. Code Section 409A . This Agreement is intended to comply with the provisions of Section 409A of the Code and this Agreement 
should be interpreted accordingly; the parties intend that any payments hereunder that would otherwise be subject to Section 409A shall be made 
within the short-term deferral period provided in the Treasury Regulations adopted pursuant to Section 409A. Without limiting any of the 
foregoing and notwithstanding anything to the contrary contained herein, if you are a “specified employee,” as defined in Section 409A of the 
Code, at the time you would otherwise be entitled to receive any specific payment  
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hereunder, no distributions shall be made with respect to that specific payment until the earliest date permitted by Section 409A(a)(2) of the 
Code. All other payments that do not result in any additional payments, liability or penalties under the Code shall be made as specified.  

9. Certain Reduction of Payments by the Company .  

(a) Best Net . Anything in this Agreement to the contrary notwithstanding, in the event that the independent auditors of the Company 
(the “ Accounting Firm ”) determine that receipt of all payments or distributions in the nature of compensation to or for your benefit, 
whether paid or payable pursuant to this Agreement or otherwise (“ Payments ”), would subject you to tax under Section 4999 of the Code, 
the Payments paid or payable pursuant to this Agreement (the “ COC Payments ”), including payments made with respect to equity-based 
compensation accelerated pursuant to Section 4(d) hereof, but excluding payments made with respect to Sections 4(a)(i) and 4(a)(ii) hereof 
(except as provided below), may be reduced (but not below zero) to the Reduced Amount, but only if the Accounting Firm determines that 
the Net After-Tax Receipt of unreduced aggregate Payments would be equal to or less than the Net After-Tax Receipt of the aggregate 
Payments as if the COC Payments were reduced to the Reduced Amount. If such a determination is not made by the Accounting Firm, you 
shall receive all COC Payments to which you are entitled under this Agreement.  

(b) Reduced Amount . If the Accounting Firm determines that COC Payments should be reduced to the Reduced Amount, the 
Company shall promptly give you notice to that effect and a copy of the detailed calculation thereof. Absent manifest error, all 
determinations made by the Accounting Firm under this Section 9 shall be binding upon you and the Company and shall be made as soon 
as reasonably practicable and in no event later than twenty (20) business days following the Change of Control Date, or such later date on 
which there has been a Payment. For purposes of reducing the COC Payments to the Reduced Amount, only amounts payable under this 
Agreement (and no other Payments) shall be reduced. The reduction of the COC Payments, if applicable, shall be made by reducing the 
payments and benefits hereunder in the following order, and only to the extent necessary to achieve the Reduced Amount:  

The Company shall reduce or eliminate the COC Payments, by first reducing or eliminating the portion of the COC Payments which 
are not payable in cash and then by reducing or eliminating cash payments, in each case in reverse order beginning with payments or 
benefits which are to be paid the farthest in time from the determination.  

All fees and expenses of the Accounting Firm in implementing the provisions of this Section 9 shall be borne by the Company. To the 
extent requested by you, the Company shall cooperate with you in good faith in valuing services provided or to be provided by you 
(including without limitation, your agreeing to refrain from performing services pursuant to a covenant not to compete or similar covenant) 
before, on or after the date of a change in ownership or control of the Company (within the meaning of Q&A-2(b) of the Treasury 
Regulations adopted under Section 280G of the Code (the “ Regulations ”)), such that payments in respect of such services may be 
considered reasonable  
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compensation within the meaning of Q&A-9 and Q&A-40 to Q&A-44 of the Regulations and/or exempt from the definition of the term 
“parachute payment” within the meaning of Q&A-2(a) of the Regulations in accordance with Q&A-5(a) of the Regulations.  

(c) Subsequent Adjustment . As a result of the uncertainty in the application of Section 4999 of the Code at the time of the initial 
determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the Company to you or 
for your benefit pursuant to this Agreement which should not have been so paid or distributed (“ Overpayment ”) or that additional 
amounts which will have not been paid or distributed by the Company to you or for your benefit pursuant to this Agreement could have 
been so paid or distributed (“ Underpayment ”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the 
event that the Accounting Firm, based upon the assertion of a deficiency by the Internal Revenue Service against either the Company or 
you that the Accounting Firm believes has a high probability of success, determines that an Overpayment has been made, you shall pay any 
such Overpayment to the Company; provided , however , that no amount shall be payable by you to the Company if and to the extent such 
payment would not either reduce the amount of taxes to which you are subject under Sections 1 and 4999 of the Code or generate a refund 
of such taxes. In the event that the Accounting Firm, based upon controlling precedent or substantial authority, determines that an 
Underpayment has occurred, any such Underpayment shall be paid promptly (and in no event later than sixty (60) days following the date 
on which the Underpayment is determined) by the Company to you or for your benefit.  

10. Successors; Binding Agreement .  

(a) Assumption by Successor . The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business or assets of the Company expressly to assume and to agree to perform 
its obligations under this Agreement in the same manner and to the same extent that the Company would be required to perform such 
obligations if no such succession had taken place; provided , however , that no such assumption shall relieve the Company of its 
obligations hereunder. As used herein, the “ Company ” shall mean the Company as hereinbefore defined and any successor to its business 
or assets as aforesaid which assumes and agrees to perform its obligations by operation of law or otherwise.  

(b) Enforceability; Beneficiaries . This Agreement shall be binding upon and inure to the benefit of you (and your personal 
representatives and heirs) and the Company and any organization which succeeds to substantially all of the business or assets of the 
Company, whether by means of merger, consolidation, acquisition of all or substantially all of the assets of the Company or otherwise, 
including, without limitation, as a result of a Change of Control or by operation of law. This Agreement shall inure to the benefit of and be 
enforceable by your personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If 
you should die while any amount would still be payable to you hereunder if you had continued to live, all such amounts, unless otherwise 
provided herein, shall be paid in accordance with the terms of this Agreement to your devisee, legatee or other designee or, if there is no 
such designee, to your estate.  
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11. Definitions . For purposes of this Agreement, the following capitalized terms have the meanings set forth below:  

(a) “ Accounting Firm ” has the meaning assigned thereto in Section 9 hereof.  

(b) “ Accrued Obligations ” shall mean all compensation earned or accrued through the Termination Date but not paid as of the 
Termination Date, including base salary, bonus for the prior performance year, accrued but unused vacation, and reimbursement of 
business expenses accrued in accordance with the Company’s business expense reimbursement policies.  

(c) “ Adjusted Base Salary ” means the greater of your base salary in effect immediately prior to (i) the Change of Control Date or 
(ii) the Date of Termination.  

(d) “ Agreement ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(e) “ Benefit Continuation Period ” means the period beginning on the Date of Termination and ending on the last day of the month 
in which occurs the earlier of (i) the 30-month anniversary of the Date of Termination and (ii) the date on which you elect coverage for you 
and your covered dependents under substantially comparable benefit plans of a subsequent employer.  

(f) “ Board ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(g) “ Bonus Opportunity ” for any performance year means your maximum cash bonus opportunity for that year, on the assumption 
that the Company achieves all applicable performance targets and that you achieve all applicable individual performance criteria.  

(h) “ Cause ” shall mean (i) your engaging in willful and continued failure to substantially perform your material duties with the 
Company (other than due to becoming Disabled); provided, however , that the Company shall have provided you with written notice of 
such failure and such failure is not cured by you within twenty (20) calendar days of such notice; (ii) your engaging in misconduct that is 
materially and demonstrably injurious to the Company; (iii) your conviction of, or plea of no contest to, a felony, other crime of moral 
turpitude; or (iv) a final non-appealable adjudication in a criminal or civil proceeding that you have committed fraud. For purposes of the 
previous sentence, no act or failure to act on your part shall be deemed “willful” if it is done, or omitted to be done, by you in good faith 
and with a reasonable belief that it was in the best interest of the Company.  
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(i) “ Change of Control ” shall mean:  

(i) any “person” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or 
more of either (A) the then-outstanding shares of common stock of the Company (the “Outstanding Company Common Stock”) or 
(B) the combined voting power of the then-outstanding voting securities of the Company entitled to vote generally in the election of 
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this Section, the following 
acquisitions shall not constitute a Change of Control: (i) any acquisition directly from the Company, (ii) any acquisition by the 
Company, (iii) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Company, or (iv) any 
acquisition pursuant to a transaction that complies with Sections 11(i)(iii)(A), (B), and (C);  

(ii) during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the 
beginning of such period constituted the Board and any new directors, whose election by the Board or nomination for election by the 
Company’s stockholders was approved by a vote of at least three-fourths of the directors then still in office who either were directors 
at the beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof; or  

(iii) there is a consummation of a reorganization, merger, statutory share exchange or consolidation or similar transaction 
involving the Company or any of its subsidiaries, a sale or other disposition of all or substantially all of the assets of the Company, or 
the acquisition of assets or stock of another entity by the Company or any of its subsidiaries (each, a “Business Combination”), in 
each case unless, following such Business Combination, (A) all or substantially all of the individuals and entities that were the 
beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting Securities immediately prior 
to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-outstanding shares of common 
stock (or, for a non-corporate entity, equivalent securities) and the combined voting power of the then-outstanding voting securities 
entitled to vote generally in the election of directors (or, for a non-corporate entity, equivalent governing body), as the case may be, 
of the entity resulting from such Business Combination (including, without limitation, an entity that, as a result of such transaction, 
owns the Company or all or substantially all of the Company’s assets either directly or through one or more subsidiaries) in 
substantially the same proportions as their ownership immediately prior to such Business Combination of the Outstanding Company 
Common Stock and the Outstanding Company Voting Securities, as the case may be, (B) no Person (excluding any corporation 
resulting from such Business Combination or any employee benefit plan (or related trust) of the Company or such corporation 
resulting from such Business Combination) beneficially owns, directly or indirectly, 30% or more of, respectively, the then-
outstanding shares of common stock of the corporation resulting from such Business Combination or the combined voting power of 
the then-outstanding voting securities of such corporation, except to the extent that such ownership existed prior to the Business 
Combination, and (C) at least a majority of the members of the board of directors (or, for a non-corporate entity, equivalent 
governing body) of the entity resulting from such Business Combination were members of the incumbent Board at the time of the 
execution of the initial agreement or of the action of the Board providing for such Business Combination.  

   
8  



(j) “ Change of Control Date ” has the meaning assigned thereto in Section 1 hereof.  

(k) “ Change of Control Period ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(l) “ COC Payments ” has the meaning assigned thereto in Section 9 hereof.  

(m) “ Code ” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.  

(n) “ Company ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(o) “ Confidential Information ” shall mean all financial information, trade secrets, personnel records, training and operational 
manuals, records, contracts, lists, business procedures, business methods, accounts, brochures, and handbooks that was learned or obtained 
by you in the course of your employment by the Company, and all other documents relating to the Company or persons doing business 
with the Company that are proprietary to the Company.  

(p) “ Date of Termination ” has the meaning assigned thereto in Section 5 hereof.  

(q) “ Disability ” shall mean your incapacity due to physical or mental illness as defined in the long-term disability plan sponsored by 
the Company or an affiliate of the Company for your benefit and which causes you to be absent from the full-time performance of your 
duties.  

(r) “ Effective Period ” shall mean the period commencing on the date hereof and ending on the third anniversary of the date of this 
Agreement; provided, however , that beginning on the third anniversary of the date of this Agreement and on each one-year anniversary 
thereafter (each such date a “ Renewal Date ”), the Effective Period shall be automatically extended for a period of two years beginning on 
such Renewal Date, unless at least sixty (60) calendar days prior to such Renewal Date, the Company shall give notice that the Effective 
Period shall not be so extended.  

(s) “ Good Reason ” shall mean the occurrence of any of the following events or circumstances:  

(i) a substantial adverse change in your title, position, offices, authority, status, or the nature of your duties or responsibilities 
from those in effect immediately prior to the Change of Control Date, or in the position, level, or status of the person to whom you 
report.  
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(ii) a reduction by the Company in your annual base salary, Target Bonus, or benefits as in effect immediately prior to the 
Change of Control Date or as the same may be increased from time to time thereafter, other than a general reduction in benefits 
applicable across similarly situated executives within the Company;  

(iii) a failure by the Company to pay you material compensation or benefits when due including, without limitation, failure by 
the Company to pay any relocation expenses or Other Benefits accrued prior to the Effective Date;  

(iv) the relocation of the office of the Company where you are principally employed immediately prior to the Change of 
Control Date to a location which is more than forty (40) miles from such office of the Company (except for required travel on the 
Company’s business to an extent substantially consistent with your customary business travel obligations in the ordinary course of 
business prior to the Change of Control Date); or  

(v) any failure by a successor to the Company to assume and agree to perform this Agreement, as contemplated by Section 10
(a) hereof, or any agreement with respect to your outstanding equity awards.  

provided , however , that no event or condition set forth in subparagraphs (i) through (iii) above shall constitute Good Reason unless (x) you give 
the Company written notice of your objection to such event or condition within sixty (60) calendar days of such event or condition and (y) such 
event or condition is not corrected, in all material respects, by the Company within thirty (30) calendar days of its receipt of such notice; and 
provided, further, however , that your mental or physical incapacity following the occurrence of an event described above in subparagraphs 
(i) through (v) above shall not affect your ability to terminate employment for Good Reason and that your death following delivery of a Notice 
of Termination shall not affect your estate’s entitlement to the payments and benefits provided hereunder upon an Involuntary Termination.  

(t) “ Involuntary Termination ” shall mean, during the Change of Control Period, (i) your termination of employment by the 
Company without Cause or (ii) your resignation of employment with the Company for Good Reason.  

(u) “ Net After-Tax Receipt ” shall mean the present value (as determined in accordance with Section 280G(d)(4) of the Code) of a 
Payment net of all taxes imposed on you with respect thereto under Sections 1 and 4999 of the Code and under applicable state and local 
laws, determined by applying the highest marginal rate under Section 1 of the Code and under state and local laws which applied to your 
taxable income for the immediately preceding taxable year, or such other rate(s) as you certify as likely to apply to you in the relevant tax 
year(s).  

(v) “ Notice of Termination ” has the meaning assigned thereto in Section 5 hereof.  
   

10  



(w) “ Other Benefits ” means, to the extent not theretofore paid or provided, any other amounts or benefits required to be paid or 
provided to you or that you are eligible to receive under any plan, program, policy, practice, contract or agreement of the Company in 
accordance with such applicable terms at the time of the Date of Termination. Nothing herein shall prohibit the Company from changing, 
modifying, amending, or eliminating any benefit plans in accordance with the terms of such plans prior to the Date of Termination, with or 
without prior notice.  

(x) “ Overpayment ” has the meaning assigned thereto in Section 9 hereof.  

(y) “ Pro Rata Bonus ” means a pro rata portion of your Bonus Opportunity for the performance year in which the Date of 
Termination occurs, calculated based on the number of days that you are employed in the performance year up through and including the 
Date of Termination.  

(z) “ Payment ” has the meaning assigned thereto in Section 9 hereof.  

(aa) “ Reduced Amount ” shall mean $1,000.00 less than the greatest amount of COC Payments that can be paid that would not result 
in the imposition of the excise tax under Section 4999 of the Code.  

(bb) “ Target Bonus ” for any year means your total cash target, but not maximum, bonus for that year, on the assumption that the 
Company has achieved, but not exceeded, all applicable performance targets and that you have achieved, but not exceeded, all applicable 
individual performance criteria.  

(cc) “ Underpayment ” has the meaning assigned thereto in Section 9 hereof.  

(dd) “ Tax Authority ” has the meaning assigned thereto in Section 9 hereof.  

12. Notice . For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in 
writing and shall be deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage 
prepaid, addressed to the Board of Directors, LKQ Corporation, 120 North LaSalle Street, Suite 3300, Chicago, IL 60602, with a copy to the 
General Counsel of the Company, or to you at the address set forth on the first page of this Agreement or to such other address as either party 
may have furnished to the other in writing in accordance herewith, except that notice of change of address shall be effective only upon receipt.  

13. Release . As a condition to receiving any payments or benefits pursuant to this Agreement by reason of your death, Disability or 
Involuntary Termination, you (or in the case of your death, the executor of your estate) must execute a waiver and release of claims, including 
confidentiality and non-disparagement covenants, substantially in the form approved by the Company prior to the Change of Control Date (as set 
forth on Exhibit A attached hereto) (a “ Waiver and Release ”), and such Waiver and Release must be delivered to the Company no later than 60 
days after the end of your taxable year in which occurs the later of (i) the Change of Control Date or (ii) the termination of your employment 
with the Company.  
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14. Arbitration . Any dispute or controversy arising under or in connection with this Agreement that cannot be mutually resolved by 
the parties hereto shall be settled exclusively by arbitration in Chicago, Illinois under the employment arbitration rules of the American 
Arbitration Association before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by the Company and you, or, 
if the Company and you cannot agree on the selection of the arbitrator, such arbitrator shall be selected by the American Arbitration Association. 
Judgment may be entered on the arbitrator’s award in any court having jurisdiction. The parties hereby agree that the arbitrator shall be 
empowered to enter an equitable decree mandating specific enforcement of the terms of this Agreement. The Company agrees to pay as incurred, 
to the fullest extent permitted by law, the costs and fees of the arbitration, including all legal fees and expenses which you may reasonably incur 
as a result of any contest (regardless of the outcome thereof) by the Company, you or others of the validity or enforceability of, or liability under, 
any provision of this Agreement (including as a result of any contest by you about the amount of any payment pursuant to this Agreement), plus 
in each case interest on any delayed payment at the applicable Federal rate provided for in Section 7872(f)(2)(A) of the Code.  

15. Miscellaneous .  

(a) Amendments, Waivers, Etc . No provision of this Agreement may be modified, waived or discharged unless such waiver, 
modification or discharge is agreed to in writing. No waiver by either party hereto at any time of any breach by the other party hereto of, or 
compliance with, any condition or provision of this Agreement to be performed by such other party shall be deemed a waiver of similar or 
dissimilar provisions or conditions at the same or at any prior or subsequent time. No agreements or representations, oral or otherwise, 
express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this 
Agreement and this Agreement shall supersede all prior agreements, negotiations, correspondence, undertakings and communications of 
the parties, oral or written, with respect to the subject matter hereof.  

(b) Validity . The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of 
any other provision of this Agreement, which shall remain in full force and effect.  

(c) Counterparts . This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of 
which together will constitute one and the same instrument.  

(d) No Contract of Employment . Nothing in this Agreement shall be construed as giving you any right to be retained in the employ 
of the Company or shall affect the terms and conditions of your employment with the Company prior to the commencement of the Change 
of Control Period.  

(e) Withholding . Amounts paid to you hereunder shall be subject to all applicable federal, state and local withholding taxes.  
   

12  



(f) Source of Payments . All payments provided under this Agreement shall be paid in cash from the general funds of the Company, 
and no special or separate fund shall be established, and no other segregation of assets made, to assure payment. You will have no right, 
title or interest whatsoever in or to any investments which the Company may make to aid it in meeting its obligations hereunder. To the 
extent that any person acquires a right to receive payments from the Company hereunder, such right shall be no greater than the right of an 
unsecured creditor of the Company.  

(g) Headings . The headings contained in this Agreement are intended solely for convenience of reference and shall not affect the 
rights of the parties to this Agreement.  

(h) Governing Law . This Agreement shall be subject to the laws of the state of Delaware, without regard to conflicts of law.  

(i) Effect on Benefit Plans . In the event of any inconsistency between the provisions of this agreement and the provisions of any 
benefit plan of the Company, the provisions that are more favorable to you shall control.  

*    *    *    *    *  

By signing below, you acknowledge that this Agreement sets forth our agreement on the subject matter hereof. Kindly sign and 
return to the Company the enclosed copy of this letter which will then constitute our agreement on this subject.  
   

Agreed to as of this 6 day of December, 2010  
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Sincerely, 

LKQ CORPORATION 

By:   /s/ Victor M. Casini 
Name:   Victor M. Casini 
Title:   Senior Vice President and General Counsel 

/s/ Joseph M. Holsten 
Joseph M. Holsten,  
Co-Chief Executive Officer  

th 



EXHIBIT A  

WAIVER AND GENERAL RELEASE AGREEMENT  

This Waiver and Release Agreement (this “ Release ”) is entered into as of the date indicated on the signature page of this Release by 
and between LKQ Corporation, a Delaware corporation (the “ Company ”) and                          (“ Employee ”). Employee has been employed by 
the Company, and the parties are entering into this Release because the employment relationship is ending, without fault or wrongdoing on the 
part of either the Company or Employee, who agree as follows:  

1. Release . (a) In exchange for the valuable consideration set forth in the Change of Control Agreement dated as of                      , 20 
     (the “ Letter Agreement ”), between Employee and the Company, the receipt and adequacy of which are herein acknowledged, Employee 
hereby agrees to release and forever discharge the Company and its present, former and future partners, shareholders, affiliates, direct and 
indirect parents, subsidiaries, successors, directors, officers, employees, agents, attorneys, heirs and assigns (the “ Released Parties ”), from any 
and all claims, actions and causes of action (the “ Claims ”) arising out of (i) his employment relationship with and service as an employee of the 
Company and its affiliates, and the termination of such relationship or service, or (ii) any event, condition, circumstance or obligation that 
occurred, existed or arose on or prior to the date hereof, including, but not limited to any Claims under Title VII of the Civil Rights Act of 1964, 
the Rehabilitation Act of 1973, the Americans With Disabilities Act of 1990, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the 
Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act of 1993, the California Fair Employment and Housing 
Act; the California Workers’ Compensation Act; the California Unruh and Ralph Civil Rights Laws; the California Alcohol and Drug 
Rehabilitation Law and any other federal, state or local law, statute, regulation or ordinance, or law of any foreign jurisdiction, whether such 
Claim arises under statute or common law and whether or not Employee is presently aware of the existence of such Claim. Employee also 
forever releases, discharges and waives any right he may have to recover in any proceeding brought by any federal, state or local agency against 
the Released Parties to enforce any laws. To ensure that this Release is fully enforceable in accordance with its terms, Employee agrees to waive 
any and all rights to any Claims, whether or not he knows or suspects them to exist in his favor, which if known to him would have materially 
affected his execution of this Release. Notwithstanding the foregoing, this Release does not apply to Employee’s rights, claims, or benefits under 
the Letter Agreement or to Employee’s rights, if any, to payment of benefits pursuant to any employee benefit plan.  

(b) To ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any and all 
rights under Section 1542 of the California Civil Code (to the extent applicable) as it exists from time to time, which provides:  

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the 
release, which if known by him must have materially affected his settlement with the debtor.  
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In addition, to ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any 
protection that may exist under any comparable or similar statute and under any principle of common law of the United States or any 
and all States.  

EMPLOYEE UNDERSTANDS THAT, BY SIGNING THIS RELEASE,  EMPLOYEE WILL HAVE WAIVED ANY RIGHT 
THAT HE MAY HAVE TO BRING A LAWSUIT OR MAKE ANY CLA IM AGAINST THE COMPANY AND THE RELEASED 
PARTIES BASED ON ANY ACT OR OMISSIONS BY THEM UP TO  THE DATE OF SIGNING THIS AGREEMENT.  

(c) In further consideration of the payments and benefits provided to Employee under the Letter Agreement, Employee 
hereby releases and forever discharges the Released Parties from any and all Claims that he may have as of the date he signs this 
Release arising under the federal Age Discrimination in Employment Act of 1967, as amended, and the applicable rules and regulations 
promulgated thereunder (“ ADEA ”). By signing this Release, Employee hereby acknowledges and confirms the following: (i) he was 
advised by the Company in connection with his termination to consult with an attorney of his choice prior to signing this Release and to 
have such attorney explain to him the terms of this Release, including, without limitation, the terms relating to his release of claims 
arising under the ADEA; (ii) if Employee is 40 years of age or older as of the date of execution of this Release, he was given a period of 
not fewer than 21 calendar days to consider the terms of this Release and to consult with an attorney of his choosing with respect 
thereto; and (iii) he is providing the release and discharge set forth in this Paragraph 1(c) only in exchange for consideration in addition 
to anything of value to which he is already entitled.  

2. No Legal Claim . Employee has not commenced any legal action, which term includes, without limitation, any demand for 
arbitration proceedings and any charge, complaint, filing or submission with any federal, state or local agency, court or other tribunal, to assert 
any Claim against a Released Party, and covenants and agrees not to do so in the future with respect to the matters released herein. If Employee 
commences or joins any legal action against a Released Party, Employee agrees that such an action is prohibited by this Release, and further 
agrees to promptly indemnify such Released Party for its reasonable costs and attorneys fees incurred in defending such action as well as forfeit 
or return any monetary judgment obtained by Employee against any Released Party in such action. Nothing in this Paragraph 2 is intended to 
reflect any party’s belief that Employee’s waiver of claims under the ADEA is invalid or unenforceable under this Release, it being the intent of 
the parties that such claims are waived.  

3. Nondisparagement . Employee agrees to refrain, except as required by law or in connection with a judicial proceeding, from 
making directly or indirectly, now or at any time in the future, any written or oral statements, representations or other communications that 
disparage or are otherwise damaging to the business or reputation of the Released Parties.  
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4. Continuing Obligations . This Release shall not supersede any continuing obligations Employee may have under the terms of the 
Letter Agreement or any other agreement between Employee and the Company.  

5. Disclaimer . Employee hereby certifies that Employee has read the terms of this Release, that Employee has been advised by the 
Company to consult with an attorney of Employee’s own choice prior to executing this Release, that Employee has had an opportunity to do so, 
and that Employee understands the provisions and consequences of this Release. Employee further certifies that the Company has not made any 
representation to Employee concerning this Release other than those contained herein.  

6. Governing Law . This Release will be governed by and construed in accordance with the laws of the State of Delaware.  

7. Separability of Clauses . If any provisions of this Release shall be finally determined to be invalid or unenforceable under 
applicable law by a court of competent jurisdiction, that part shall be ineffective to the extent of such invalidity or unenforceability only, without 
in any way affecting the remaining provisions of this Release.  

8. Counterparts . This Release may be executed by the parties hereto in counterparts, each of which shall be deemed an original, but 
both such counterparts shall together constitute one and the same document.  

9. Effectiveness . This Release shall be effective only when it has been executed by Employee and the executed original has been 
returned to the Company, and any applicable revocation period has expired.  
   

A-3  



IN WITNESS WHEREOF, the Company has caused this Release to be signed by its duly authorized officer, and Employee has 
executed this Release as of the day and year indicated below Employee’s signature.  
   

If Employee is 40 years of age or older as of the date of execution of this Release, Employee shall have the right to revoke this Release 
during the seven-day period (the “ Revocation Period ”) commencing immediately following the date he signs and delivers this Release 
to the Company. The Revocation Period shall expire at 5:00 p.m. [INSERT TIME ZONE] Time on the last day of the Revocation 
Period; provided , however , that if such seventh day is not a business day, the Revocation Period shall extend to 5:00 p.m. on the next 
succeeding business day. In the event Employee revokes this Release, all obligations of the Company under this Release shall terminate 
and be of no further force and effect as of the date of such revocation. No such revocation by Employee shall be effective unless it is in 
writing and signed by him and received by the Company prior to the expiration of the Revocation Period at the following address:  

LKQ Corporation  
ATTN: General Counsel  
120 North LaSalle Street, Suite 3300  
Chicago, IL 60602  

I HAVE READ AND AGREE  
TO THIS RELEASE:  
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LKQ CORPORATION 

By:     
  Name: 
  Title: 

    
Name: 
Date: 



Exhibit 10.20 

CONFIDENTIAL 

Change of Control Agreement  

December 6, 2010  

Robert L. Wagman  
5830 green Pointe Drive S #A  
Groveport, Ohio 43125-1087  

Dear Mr. Wagman:  

LKQ Corporation, a Delaware corporation (the “ Company ”), considers it essential to the best interests of its stockholders to take 
reasonable steps to retain key management personnel. Further, the Board of Directors of the Company (the “ Board ”) recognizes that the 
uncertainty and questions that might arise among management in the context of any possible Change of Control (as defined below) of the 
Company could result in the departure or distraction of management personnel to the detriment of the Company and its stockholders.  

In order to reinforce and encourage your continued attention and dedication to your assigned duties without distraction in the face of 
potentially disturbing circumstances arising from any possible Change of Control, the Company has determined to enter into this letter 
agreement (the “ Agreement ”), which addresses the terms and conditions of your separation from the Company in connection with a Change of 
Control or within two (2) years following the Change of Control Date (the “ Change of Control Period ”). Capitalized words that are not 
otherwise defined herein shall have the meanings assigned to those words in Section 11 hereof.  

1. Operation of Agreement . The provisions of this Agreement pertaining to the terms and conditions of your separation from the 
Company in connection with a Change in Control (collectively, the “ Severance Provisions ”) shall apply only if a Change of Control occurs 
during the Effective Period. If a Change of Control occurs during the Effective Period, the Severance Provisions become effective on the date of 
the Change of Control (the “ Change of Control Date ”). Notwithstanding the foregoing, if (a) a Change of Control occurs during the Effective 
Period; and (b) your employment with the Company is terminated during the Effective Period, but within twelve (12) months prior to the date on 
which the Change of Control occurs; and (c) it is reasonably demonstrated by you that such termination of employment (i) was at the request of a 
third party that has taken steps reasonably calculated to effect a Change of Control or (ii) otherwise arose in connection with or in anticipation of 
a Change of Control, then the “ Change of Control Date ” shall mean the date immediately prior to the date of such termination of employment. 
This Agreement will remain in effect until the later of (x) the last day of the Effective Period; or (y) if a Change of Control occurs during the 
Effective Period, the date on which all benefits due to you under this Agreement, if any, have been paid.  

2. Termination of Employment by Reason of Death or Disability . Your employment shall terminate automatically if you die during 
the Change of Control Period. If the Company determines in good faith that you incurred a Disability during the Change of Control Period, it 
may give you written notice, in accordance with Section 5 hereof, of its intention to terminate your employment. In such event, your 
employment with the Company shall terminate effective on the thirtieth (30) calendar day after your receipt of such notice if you have not 
returned to full-time duties within thirty (30) calendar days after such receipt. If your employment is terminated for death or Disability during the 
Change of Control Period, this Agreement  



shall terminate without further obligations on the part of the Company other than the obligation to pay to you or your representative, as 
applicable, the following amounts:  

(a) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release:  

(b) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar 
days following the Date of Termination or (ii) the effective date of the Waiver and Release; and  

(c) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs, policies, 
arrangements or agreements.  

3. Termination for Cause; Resignation Other Than for Good Reason . If your employment is terminated for Cause or you resign for 
other than Good Reason during the Change of Control Period, your employment will terminate on the Date of Termination in accordance with 
Section 5 hereof and this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay to 
you the following:  

(a) the Accrued Obligations, which shall be paid to you in a single sum payment within thirty (30) calendar days of the Date of 
Termination; and  

(b) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs or policies.  

4. Termination as a Result of an Involuntary Termination . In the event that your employment with the Company should terminate 
during the Change of Control Period as a result of an Involuntary Termination, the Company will be obligated, except as provided in Section 8 
or Section 9 hereof, to provide you the following benefits:  

(a) Severance Payment . The Company shall pay to you the following amounts:  

(i) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(ii) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(iii) an amount equal to the product of (A) 2.0 times (B) the sum of (1) your Adjusted Base Salary plus (2) the greater of 
(x) your Target Bonus or (y) the average of the annual bonuses paid or to be paid to you with respect to the immediately preceding 
three (3) fiscal years, which amount shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release;  
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(iv) if you had previously consented to the Company’s request to relocate your principal place of employment more than forty 
(40) miles from its location immediately prior to the Change of Control Date, all unreimbursed relocation expenses incurred by you 
in accordance with the Company’s relocation policies, which expenses shall be paid to you in a single sum cash payment no later 
than the later of (A) fifteen (15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release; 
and  

(v) the Other Benefits, which shall be paid in accordance with the then-existing terms and conditions of such plans, programs or 
policies.  

(b) Benefit Continuation . You and your then eligible dependents shall continue to be covered by and participate in the group health 
and dental care plans (collectively, “ Health Plans ”) of the Company (at the Company’s cost) in which you participated, or were eligible to 
participate, immediately prior to the Date of Termination through the end of the Benefit Continuation Period; provided , however , that any 
medical or dental welfare benefit otherwise receivable by you hereunder shall be reduced to the extent that you become covered under a 
group health or dental care plan providing comparable medical and health benefits. You shall be eligible to participate in such Health Plans 
on terms that are at least as favorable as those in effect immediately prior to the Date of Termination. However, in the event that the terms 
of the Company’s Health Plans do not permit you to participate in those plans (other than pursuant to an election under the Consolidated 
Omnibus Budget Reconciliation Act of 1985 (“ COBRA ”)), in lieu of your and your eligible dependent’s coverage and participation under 
the Company’s Health Plans, the Company shall pay to you within thirty (30) calendar days of the Date of Termination a lump sum equal 
to two (2) times your monthly COBRA premium amount for the number of months remaining in the Benefit Continuation Period. In 
addition, for the purposes of coverage under COBRA, your COBRA event date will be the date of loss of coverage described in this 
paragraph above.  

(c) Outplacement Services . The Company shall, at its sole expense as incurred, provide you with outplacement services on such 
terms and conditions as may be reasonably determined by the Company prior to the Change of Control Date.  

(d) Acceleration of Stock Awards . All your outstanding awards of restricted stock, stock options, and other equity-based 
compensation shall become fully vested and exercisable in full immediately upon the Date of Termination; provided, however, that any 
such awards that would be out of the money as of the Date of Termination may be terminated pursuant to Section 9(b) hereof. In addition, 
all your outstanding awards of restricted stock, stock options, and other equity-based compensation that are not assumed or substituted with 
awards of equivalent value in connection with a Change of Control shall become fully vested and exercisable in full immediately upon the 
Change of Control Date.  
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5. Date and Notice of Termination . Any termination of your employment by the Company or by you during the Change of Control 
Period shall be communicated by a notice of termination to the other party hereto (the “ Notice of Termination ”). The Notice of Termination 
shall indicate the specific termination provision in this Agreement relied upon and shall set forth in reasonable detail the facts and circumstances 
claimed to provide a basis for termination of your employment under the provision so indicated. The date of your termination of employment 
with the Company (the “ Date of Termination ”) shall be determined as follows: (i) if your employment is terminated for Disability, thirty 
(30) calendar days after a Notice of Termination is received by you (provided that you shall not have returned to the full-time performance of 
your duties during such thirty (30) calendar day period), (ii) if your employment is terminated by the Company in an Involuntary Termination, 
the later of the date specified in the Notice of Termination or five (5) calendar days after the date the Notice of Termination is received by you, 
(iii) if you terminate your employment for Good Reason, five (5) calendar days after the date the Notice of Termination is received by the 
Company, and (iv) if your employment is terminated by the Company for Cause, the later of the date specified in the Notice of Termination or 
five (5) calendar days following the date such notice is received by you. The Date of Termination for a resignation of employment other than for 
Good Reason shall be the date set forth in the applicable notice.  

6. No Mitigation or Offset; D&O Insurance .  

(a) No Mitigation or Offset . You shall not be required to mitigate the amount of any payment provided for herein by seeking other 
employment or otherwise, nor shall the amount of any payment or benefit provided for herein be reduced by any compensation earned by 
you as the result of employment by another employer.  

(b) D&O Insurance, and Indemnification . Through at least the sixth anniversary of the Date of Termination, the Company shall 
maintain coverage for you as a named insured on all directors’ and officers’ insurance maintained by the Company for the benefit of its 
directors and officers on at least the same basis as all other covered individuals and provide you with at least the same corporate 
indemnification as it provides to other senior executives.  

7. Confidentiality . You agree to treat all Confidential Information as confidential information entrusted to you solely for use as an 
employee of the Company, and shall not divulge, reveal or transmit any Confidential Information in any way to persons not employed by the 
Company at any time from the date hereof until the end of time, whether or not you continue to be an employee of the Company, unless 
authorized in writing by the Company.  

8. Code Section 409A . This Agreement is intended to comply with the provisions of Section 409A of the Code and this Agreement 
should be interpreted accordingly; the parties intend that any payments hereunder that would otherwise be subject to Section 409A shall be made 
within the short-term deferral period provided in the Treasury Regulations adopted pursuant to Section 409A. Without limiting any of the 
foregoing and notwithstanding anything to the contrary contained herein, if you are a “specified employee,” as defined in Section 409A of the 
Code, at the time you would otherwise be entitled to receive any specific payment hereunder, no distributions shall be made with respect to that 
specific payment until the earliest date permitted by Section 409A(a)(2) of the Code. All other payments that do not result in any additional 
payments, liability or penalties under the Code shall be made as specified.  
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9. Certain Reduction of Payments by the Company .  

(a) Best Net . Anything in this Agreement to the contrary notwithstanding, in the event that the independent auditors of the Company 
(the “ Accounting Firm ”) determine that receipt of all payments or distributions in the nature of compensation to or for your benefit, 
whether paid or payable pursuant to this Agreement or otherwise (“ Payments ”), would subject you to tax under Section 4999 of the Code, 
the Payments paid or payable pursuant to this Agreement (the “ COC Payments ”), including payments made with respect to equity-based 
compensation accelerated pursuant to Section 4(d) hereof, but excluding payments made with respect to Sections 4(a)(i) and 4(a)(ii) hereof 
(except as provided below), may be reduced (but not below zero) to the Reduced Amount, but only if the Accounting Firm determines that 
the Net After-Tax Receipt of unreduced aggregate Payments would be equal to or less than the Net After-Tax Receipt of the aggregate 
Payments as if the COC Payments were reduced to the Reduced Amount. If such a determination is not made by the Accounting Firm, you 
shall receive all COC Payments to which you are entitled under this Agreement.  

(b) Reduced Amount . If the Accounting Firm determines that COC Payments should be reduced to the Reduced Amount, the 
Company shall promptly give you notice to that effect and a copy of the detailed calculation thereof. Absent manifest error, all 
determinations made by the Accounting Firm under this Section 9 shall be binding upon you and the Company and shall be made as soon 
as reasonably practicable and in no event later than twenty (20) business days following the Change of Control Date, or such later date on 
which there has been a Payment. For purposes of reducing the COC Payments to the Reduced Amount, only amounts payable under this 
Agreement (and no other Payments) shall be reduced. The reduction of the COC Payments, if applicable, shall be made by reducing the 
payments and benefits hereunder in the following order, and only to the extent necessary to achieve the Reduced Amount:  

The Company shall reduce or eliminate the COC Payments, by first reducing or eliminating the portion of the COC Payments which 
are not payable in cash and then by reducing or eliminating cash payments, in each case in reverse order beginning with payments or 
benefits which are to be paid the farthest in time from the determination.  

All fees and expenses of the Accounting Firm in implementing the provisions of this Section 9 shall be borne by the Company. To the 
extent requested by you, the Company shall cooperate with you in good faith in valuing services provided or to be provided by you 
(including without limitation, your agreeing to refrain from performing services pursuant to a covenant not to compete or similar covenant) 
before, on or after the date of a change in ownership or control of the Company (within the meaning of Q&A-2(b) of the Treasury 
Regulations adopted under Section 280G of the Code (the “ Regulations ”)), such that payments in respect of such services may be 
considered reasonable compensation within the meaning of Q&A-9 and Q&A-40 to Q&A-44 of the Regulations and/or exempt from the 
definition of the term “parachute payment” within the meaning of Q&A-2(a) of the Regulations in accordance with Q&A-5(a) of the 
Regulations.  
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(c) Subsequent Adjustment . As a result of the uncertainty in the application of Section 4999 of the Code at the time of the initial 
determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the Company to you or 
for your benefit pursuant to this Agreement which should not have been so paid or distributed (“ Overpayment ”) or that additional 
amounts which will have not been paid or distributed by the Company to you or for your benefit pursuant to this Agreement could have 
been so paid or distributed (“ Underpayment ”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the 
event that the Accounting Firm, based upon the assertion of a deficiency by the Internal Revenue Service against either the Company or 
you that the Accounting Firm believes has a high probability of success, determines that an Overpayment has been made, you shall pay any 
such Overpayment to the Company; provided , however , that no amount shall be payable by you to the Company if and to the extent such 
payment would not either reduce the amount of taxes to which you are subject under Sections 1 and 4999 of the Code or generate a refund 
of such taxes. In the event that the Accounting Firm, based upon controlling precedent or substantial authority, determines that an 
Underpayment has occurred, any such Underpayment shall be paid promptly (and in no event later than sixty (60) days following the date 
on which the Underpayment is determined) by the Company to you or for your benefit.  

10. Successors; Binding Agreement .  

(a) Assumption by Successor . The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business or assets of the Company expressly to assume and to agree to perform 
its obligations under this Agreement in the same manner and to the same extent that the Company would be required to perform such 
obligations if no such succession had taken place; provided , however , that no such assumption shall relieve the Company of its 
obligations hereunder. As used herein, the “ Company ” shall mean the Company as hereinbefore defined and any successor to its business 
or assets as aforesaid which assumes and agrees to perform its obligations by operation of law or otherwise.  

(b) Enforceability; Beneficiaries . This Agreement shall be binding upon and inure to the benefit of you (and your personal 
representatives and heirs) and the Company and any organization which succeeds to substantially all of the business or assets of the 
Company, whether by means of merger, consolidation, acquisition of all or substantially all of the assets of the Company or otherwise, 
including, without limitation, as a result of a Change of Control or by operation of law. This Agreement shall inure to the benefit of and be 
enforceable by your personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If 
you should die while any amount would still be payable to you hereunder if you had continued to live, all such amounts, unless otherwise 
provided herein, shall be paid in accordance with the terms of this Agreement to your devisee, legatee or other designee or, if there is no 
such designee, to your estate.  
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11. Definitions . For purposes of this Agreement, the following capitalized terms have the meanings set forth below:  

(a) “ Accounting Firm ” has the meaning assigned thereto in Section 9 hereof.  

(b) “ Accrued Obligations ” shall mean all compensation earned or accrued through the Termination Date but not paid as of the 
Termination Date, including base salary, bonus for the prior performance year, accrued but unused vacation, and reimbursement of 
business expenses accrued in accordance with the Company’s business expense reimbursement policies.  

(c) “ Adjusted Base Salary ” means the greater of your base salary in effect immediately prior to (i) the Change of Control Date or 
(ii) the Date of Termination.  

(d) “ Agreement ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(e) “ Benefit Continuation Period ” means the period beginning on the Date of Termination and ending on the last day of the month 
in which occurs the earlier of (i) the 24-month anniversary of the Date of Termination and (ii) the date on which you elect coverage for you 
and your covered dependents under substantially comparable benefit plans of a subsequent employer.  

(f) “ Board ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(g) “ Bonus Opportunity ” for any performance year means your maximum cash bonus opportunity for that year, on the assumption 
that the Company achieves all applicable performance targets and that you achieve all applicable individual performance criteria.  

(h) “ Cause ” shall mean (i) your engaging in willful and continued failure to substantially perform your material duties with the 
Company (other than due to becoming Disabled); provided, however , that the Company shall have provided you with written notice of 
such failure and such failure is not cured by you within twenty (20) calendar days of such notice; (ii) your engaging in misconduct that is 
materially and demonstrably injurious to the Company; (iii) your conviction of, or plea of no contest to, a felony, other crime of moral 
turpitude; or (iv) a final non-appealable adjudication in a criminal or civil proceeding that you have committed fraud. For purposes of the 
previous sentence, no act or failure to act on your part shall be deemed “willful” if it is done, or omitted to be done, by you in good faith 
and with a reasonable belief that it was in the best interest of the Company.  
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(i) “ Change of Control ” shall mean:  

(i) any “person” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or 
more of either (A) the then-outstanding shares of common stock of the Company (the “Outstanding Company Common Stock”) or 
(B) the combined voting power of the then-outstanding voting securities of the Company entitled to vote generally in the election of 
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this Section, the following 
acquisitions shall not constitute a Change of Control: (i) any acquisition directly from the Company, (ii) any acquisition by the 
Company, (iii) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Company, or (iv) any 
acquisition pursuant to a transaction that complies with Sections 11(i)(iii)(A), (B), and (C);  

(ii) during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the 
beginning of such period constituted the Board and any new directors, whose election by the Board or nomination for election by the 
Company’s stockholders was approved by a vote of at least three-fourths of the directors then still in office who either were directors 
at the beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof; or  

(iii) there is a consummation of a reorganization, merger, statutory share exchange or consolidation or similar transaction 
involving the Company or any of its subsidiaries, a sale or other disposition of all or substantially all of the assets of the Company, or 
the acquisition of assets or stock of another entity by the Company or any of its subsidiaries (each, a “Business Combination”), in 
each case unless, following such Business Combination, (A) all or substantially all of the individuals and entities that were the 
beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting Securities immediately prior 
to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-outstanding shares of common 
stock (or, for a non-corporate entity, equivalent securities) and the combined voting power of the then-outstanding voting securities 
entitled to vote generally in the election of directors (or, for a non-corporate entity, equivalent governing body), as the case may be, 
of the entity resulting from such Business Combination (including, without limitation, an entity that, as a result of such transaction, 
owns the Company or all or substantially all of the Company’s assets either directly or through one or more subsidiaries) in 
substantially the same proportions as their ownership immediately prior to such Business Combination of the Outstanding Company 
Common Stock and the Outstanding Company Voting Securities, as the case may be, (B) no Person (excluding any corporation 
resulting from such Business Combination or any employee benefit plan (or related trust) of the Company or such corporation 
resulting from such Business Combination) beneficially owns, directly or indirectly, 30% or more of, respectively, the then-
outstanding shares of common stock of the corporation resulting from such Business Combination or the combined voting power of 
the then-outstanding voting securities of such corporation, except to the extent that such ownership existed prior to the Business 
Combination, and (C) at least a majority of the members of the board of directors (or, for a non-corporate entity, equivalent 
governing body) of the entity resulting from such Business Combination were members of the incumbent Board at the time of the 
execution of the initial agreement or of the action of the Board providing for such Business Combination.  
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(j) “ Change of Control Date ” has the meaning assigned thereto in Section 1 hereof.  

(k) “ Change of Control Period ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(l) “ COC Payments ” has the meaning assigned thereto in Section 9 hereof.  

(m) “ Code ” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.  

(n) “ Company ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(o) “ Confidential Information ” shall mean all financial information, trade secrets, personnel records, training and operational 
manuals, records, contracts, lists, business procedures, business methods, accounts, brochures, and handbooks that was learned or obtained 
by you in the course of your employment by the Company, and all other documents relating to the Company or persons doing business 
with the Company that are proprietary to the Company.  

(p) “ Date of Termination ” has the meaning assigned thereto in Section 5 hereof.  

(q) “ Disability ” shall mean your incapacity due to physical or mental illness as defined in the long-term disability plan sponsored by 
the Company or an affiliate of the Company for your benefit and which causes you to be absent from the full-time performance of your 
duties.  

(r) “ Effective Period ” shall mean the period commencing on the date hereof and ending on the third anniversary of the date of this 
Agreement; provided, however , that beginning on the third anniversary of the date of this Agreement and on each one-year anniversary 
thereafter (each such date a “ Renewal Date ”), the Effective Period shall be automatically extended for a period of two years beginning on 
such Renewal Date, unless at least sixty (60) calendar days prior to such Renewal Date, the Company shall give notice that the Effective 
Period shall not be so extended.  

(s) “ Good Reason ” shall mean the occurrence of any of the following events or circumstances:  

(i) a substantial adverse change in your title, position, offices, authority, status, or the nature of your duties or responsibilities 
from those in effect immediately prior to the Change of Control Date, or in the position, level, or status of the person to whom you 
report.  
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(ii) a reduction by the Company in your annual base salary, Target Bonus, or benefits as in effect immediately prior to the 
Change of Control Date or as the same may be increased from time to time thereafter, other than a general reduction in benefits 
applicable across similarly situated executives within the Company;  

(iii) a failure by the Company to pay you material compensation or benefits when due including, without limitation, failure by 
the Company to pay any relocation expenses or Other Benefits accrued prior to the Effective Date;  

(iv) the relocation of the office of the Company where you are principally employed immediately prior to the Change of 
Control Date to a location which is more than forty (40) miles from such office of the Company (except for required travel on the 
Company’s business to an extent substantially consistent with your customary business travel obligations in the ordinary course of 
business prior to the Change of Control Date); or  

(v) any failure by a successor to the Company to assume and agree to perform this Agreement, as contemplated by Section 10
(a) hereof, or any agreement with respect to your outstanding equity awards.  

provided , however , that no event or condition set forth in subparagraphs (i) through (iii) above shall constitute Good Reason unless (x) you give 
the Company written notice of your objection to such event or condition within sixty (60) calendar days of such event or condition and (y) such 
event or condition is not corrected, in all material respects, by the Company within thirty (30) calendar days of its receipt of such notice; and 
provided, further, however , that your mental or physical incapacity following the occurrence of an event described above in subparagraphs 
(i) through (v) above shall not affect your ability to terminate employment for Good Reason and that your death following delivery of a Notice 
of Termination shall not affect your estate’s entitlement to the payments and benefits provided hereunder upon an Involuntary Termination.  

(t) “ Involuntary Termination ” shall mean, during the Change of Control Period, (i) your termination of employment by the 
Company without Cause or (ii) your resignation of employment with the Company for Good Reason.  

(u) “ Net After-Tax Receipt ” shall mean the present value (as determined in accordance with Section 280G(d)(4) of the Code) of a 
Payment net of all taxes imposed on you with respect thereto under Sections 1 and 4999 of the Code and under applicable state and local 
laws, determined by applying the highest marginal rate under Section 1 of the Code and under state and local laws which applied to your 
taxable income for the immediately preceding taxable year, or such other rate(s) as you certify as likely to apply to you in the relevant tax 
year(s).  

(v) “ Notice of Termination ” has the meaning assigned thereto in Section 5 hereof.  
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(w) “ Other Benefits ” means, to the extent not theretofore paid or provided, any other amounts or benefits required to be paid or 
provided to you or that you are eligible to receive under any plan, program, policy, practice, contract or agreement of the Company in 
accordance with such applicable terms at the time of the Date of Termination. Nothing herein shall prohibit the Company from changing, 
modifying, amending, or eliminating any benefit plans in accordance with the terms of such plans prior to the Date of Termination, with or 
without prior notice.  

(x) “ Overpayment ” has the meaning assigned thereto in Section 9 hereof.  

(y) “ Pro Rata Bonus ” means a pro rata portion of your Bonus Opportunity for the performance year in which the Date of 
Termination occurs, calculated based on the number of days that you are employed in the performance year up through and including the 
Date of Termination.  

(z) “ Payment ” has the meaning assigned thereto in Section 9 hereof.  

(aa) “ Reduced Amount ” shall mean $1,000.00 less than the greatest amount of COC Payments that can be paid that would not result 
in the imposition of the excise tax under Section 4999 of the Code.  

(bb) “ Target Bonus ” for any year means your total cash target, but not maximum, bonus for that year, on the assumption that the 
Company has achieved, but not exceeded, all applicable performance targets and that you have achieved, but not exceeded, all applicable 
individual performance criteria.  

(cc) “ Underpayment ” has the meaning assigned thereto in Section 9 hereof.  

(dd) “ Tax Authority ” has the meaning assigned thereto in Section 9 hereof.  

12. Notice . For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in 
writing and shall be deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage 
prepaid, addressed to the Board of Directors, LKQ Corporation, 120 North LaSalle Street, Suite 3300, Chicago, IL 60602, with a copy to the 
General Counsel of the Company, or to you at the address set forth on the first page of this Agreement or to such other address as either party 
may have furnished to the other in writing in accordance herewith, except that notice of change of address shall be effective only upon receipt.  

13. Release . As a condition to receiving any payments or benefits pursuant to this Agreement by reason of your death, Disability or 
Involuntary Termination, you (or in the case of your death, the executor of your estate) must execute a waiver and release of claims, including 
confidentiality and non-disparagement covenants, substantially in the form approved by the Company prior to the Change of Control Date (as set 
forth on Exhibit A attached hereto) (a “ Waiver and Release ”), and such Waiver and Release must be delivered to the Company no later than 60 
days after the end of your taxable year in which occurs the later of (i) the Change of Control Date or (ii) the termination of your employment 
with the Company.  
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14. Arbitration . Any dispute or controversy arising under or in connection with this Agreement that cannot be mutually resolved by 
the parties hereto shall be settled exclusively by arbitration in Chicago, Illinois under the employment arbitration rules of the American 
Arbitration Association before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by the Company and you, or, 
if the Company and you cannot agree on the selection of the arbitrator, such arbitrator shall be selected by the American Arbitration Association. 
Judgment may be entered on the arbitrator’s award in any court having jurisdiction. The parties hereby agree that the arbitrator shall be 
empowered to enter an equitable decree mandating specific enforcement of the terms of this Agreement. The Company agrees to pay as incurred, 
to the fullest extent permitted by law, the costs and fees of the arbitration, including all legal fees and expenses which you may reasonably incur 
as a result of any contest (regardless of the outcome thereof) by the Company, you or others of the validity or enforceability of, or liability under, 
any provision of this Agreement (including as a result of any contest by you about the amount of any payment pursuant to this Agreement), plus 
in each case interest on any delayed payment at the applicable Federal rate provided for in Section 7872(f)(2)(A) of the Code.  

15. Miscellaneous .  

(a) Amendments, Waivers, Etc . No provision of this Agreement may be modified, waived or discharged unless such waiver, 
modification or discharge is agreed to in writing. No waiver by either party hereto at any time of any breach by the other party hereto of, or 
compliance with, any condition or provision of this Agreement to be performed by such other party shall be deemed a waiver of similar or 
dissimilar provisions or conditions at the same or at any prior or subsequent time. No agreements or representations, oral or otherwise, 
express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this 
Agreement and this Agreement shall supersede all prior agreements, negotiations, correspondence, undertakings and communications of 
the parties, oral or written, with respect to the subject matter hereof.  

(b) Validity . The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of 
any other provision of this Agreement, which shall remain in full force and effect.  

(c) Counterparts . This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of 
which together will constitute one and the same instrument.  

(d) No Contract of Employment . Nothing in this Agreement shall be construed as giving you any right to be retained in the employ 
of the Company or shall affect the terms and conditions of your employment with the Company prior to the commencement of the Change 
of Control Period.  

(e) Withholding . Amounts paid to you hereunder shall be subject to all applicable federal, state and local withholding taxes.  
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(f) Source of Payments . All payments provided under this Agreement shall be paid in cash from the general funds of the Company, 
and no special or separate fund shall be established, and no other segregation of assets made, to assure payment. You will have no right, 
title or interest whatsoever in or to any investments which the Company may make to aid it in meeting its obligations hereunder. To the 
extent that any person acquires a right to receive payments from the Company hereunder, such right shall be no greater than the right of an 
unsecured creditor of the Company.  

(g) Headings . The headings contained in this Agreement are intended solely for convenience of reference and shall not affect the 
rights of the parties to this Agreement.  

(h) Governing Law . This Agreement shall be subject to the laws of the state of Delaware, without regard to conflicts of law.  

(i) Effect on Benefit Plans . In the event of any inconsistency between the provisions of this agreement and the provisions of any 
benefit plan of the Company, the provisions that are more favorable to you shall control.  

*    *    *    *    *  

By signing below, you acknowledge that this Agreement sets forth our agreement on the subject matter hereof. Kindly sign and 
return to the Company the enclosed copy of this letter which will then constitute our agreement on this subject.  
   

   

   
13  

Sincerely, 

LKQ CORPORATION 

By:   /s/ Victor M. Casini 
Name:   Victor M. Casini 
Title:   Senior Vice President and General Counsel 

Agreed to as of this 6 day of December, 2010 

/s/ Robert L. Wagman 
Robert L. Wagman, 
President and Co-Chief Executive Officer 

th 



EXHIBIT A  

WAIVER AND GENERAL RELEASE AGREEMENT  

This Waiver and Release Agreement (this “ Release ”) is entered into as of the date indicated on the signature page of this Release by 
and between LKQ Corporation, a Delaware corporation (the “ Company ”) and                      (“ Employee ”). Employee has been employed by 
the Company, and the parties are entering into this Release because the employment relationship is ending, without fault or wrongdoing on the 
part of either the Company or Employee, who agree as follows:  

1. Release . (a) In exchange for the valuable consideration set forth in the Change of Control Agreement dated as of              , 20          
(the “ Letter Agreement ”), between Employee and the Company, the receipt and adequacy of which are herein acknowledged, Employee hereby 
agrees to release and forever discharge the Company and its present, former and future partners, shareholders, affiliates, direct and indirect 
parents, subsidiaries, successors, directors, officers, employees, agents, attorneys, heirs and assigns (the “ Released Parties ”), from any and all 
claims, actions and causes of action (the “ Claims ”) arising out of (i) his employment relationship with and service as an employee of the 
Company and its affiliates, and the termination of such relationship or service, or (ii) any event, condition, circumstance or obligation that 
occurred, existed or arose on or prior to the date hereof, including, but not limited to any Claims under Title VII of the Civil Rights Act of 1964, 
the Rehabilitation Act of 1973, the Americans With Disabilities Act of 1990, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the 
Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act of 1993, the California Fair Employment and Housing 
Act; the California Workers’ Compensation Act; the California Unruh and Ralph Civil Rights Laws; the California Alcohol and Drug 
Rehabilitation Law and any other federal, state or local law, statute, regulation or ordinance, or law of any foreign jurisdiction, whether such 
Claim arises under statute or common law and whether or not Employee is presently aware of the existence of such Claim. Employee also 
forever releases, discharges and waives any right he may have to recover in any proceeding brought by any federal, state or local agency against 
the Released Parties to enforce any laws. To ensure that this Release is fully enforceable in accordance with its terms, Employee agrees to waive 
any and all rights to any Claims, whether or not he knows or suspects them to exist in his favor, which if known to him would have materially 
affected his execution of this Release. Notwithstanding the foregoing, this Release does not apply to Employee’s rights, claims, or benefits under 
the Letter Agreement or to Employee’s rights, if any, to payment of benefits pursuant to any employee benefit plan.  

(b) To ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any and all 
rights under Section 1542 of the California Civil Code (to the extent applicable) as it exists from time to time, which provides:  

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the 
release, which if known by him must have materially affected his settlement with the debtor.  
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In addition, to ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any 
protection that may exist under any comparable or similar statute and under any principle of common law of the United States or any 
and all States.  

EMPLOYEE UNDERSTANDS THAT, BY SIGNING THIS RELEASE,  EMPLOYEE WILL HAVE WAIVED ANY RIGHT 
THAT HE MAY HAVE TO BRING A LAWSUIT OR MAKE ANY CLA IM AGAINST THE COMPANY AND THE RELEASED 
PARTIES BASED ON ANY ACT OR OMISSIONS BY THEM UP TO  THE DATE OF SIGNING THIS AGREEMENT.  

(c) In further consideration of the payments and benefits provided to Employee under the Letter Agreement, Employee 
hereby releases and forever discharges the Released Parties from any and all Claims that he may have as of the date he signs this 
Release arising under the federal Age Discrimination in Employment Act of 1967, as amended, and the applicable rules and regulations 
promulgated thereunder (“ ADEA ”). By signing this Release, Employee hereby acknowledges and confirms the following: (i) he was 
advised by the Company in connection with his termination to consult with an attorney of his choice prior to signing this Release and to 
have such attorney explain to him the terms of this Release, including, without limitation, the terms relating to his release of claims 
arising under the ADEA; (ii) if Employee is 40 years of age or older as of the date of execution of this Release, he was given a period of 
not fewer than 21 calendar days to consider the terms of this Release and to consult with an attorney of his choosing with respect 
thereto; and (iii) he is providing the release and discharge set forth in this Paragraph 1(c) only in exchange for consideration in addition 
to anything of value to which he is already entitled.  

2. No Legal Claim . Employee has not commenced any legal action, which term includes, without limitation, any demand for 
arbitration proceedings and any charge, complaint, filing or submission with any federal, state or local agency, court or other tribunal, to assert 
any Claim against a Released Party, and covenants and agrees not to do so in the future with respect to the matters released herein. If Employee 
commences or joins any legal action against a Released Party, Employee agrees that such an action is prohibited by this Release, and further 
agrees to promptly indemnify such Released Party for its reasonable costs and attorneys fees incurred in defending such action as well as forfeit 
or return any monetary judgment obtained by Employee against any Released Party in such action. Nothing in this Paragraph 2 is intended to 
reflect any party’s belief that Employee’s waiver of claims under the ADEA is invalid or unenforceable under this Release, it being the intent of 
the parties that such claims are waived.  

3. Nondisparagement . Employee agrees to refrain, except as required by law or in connection with a judicial proceeding, from 
making directly or indirectly, now or at any time in the future, any written or oral statements, representations or other communications that 
disparage or are otherwise damaging to the business or reputation of the Released Parties.  
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4. Continuing Obligations . This Release shall not supersede any continuing obligations Employee may have under the terms of the 
Letter Agreement or any other agreement between Employee and the Company.  

5. Disclaimer . Employee hereby certifies that Employee has read the terms of this Release, that Employee has been advised by the 
Company to consult with an attorney of Employee’s own choice prior to executing this Release, that Employee has had an opportunity to do so, 
and that Employee understands the provisions and consequences of this Release. Employee further certifies that the Company has not made any 
representation to Employee concerning this Release other than those contained herein.  

6. Governing Law . This Release will be governed by and construed in accordance with the laws of the State of Delaware.  

7. Separability of Clauses . If any provisions of this Release shall be finally determined to be invalid or unenforceable under 
applicable law by a court of competent jurisdiction, that part shall be ineffective to the extent of such invalidity or unenforceability only, without 
in any way affecting the remaining provisions of this Release.  

8. Counterparts . This Release may be executed by the parties hereto in counterparts, each of which shall be deemed an original, but 
both such counterparts shall together constitute one and the same document.  

9. Effectiveness . This Release shall be effective only when it has been executed by Employee and the executed original has been 
returned to the Company, and any applicable revocation period has expired.  
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IN WITNESS WHEREOF, the Company has caused this Release to be signed by its duly authorized officer, and Employee has 
executed this Release as of the day and year indicated below Employee’s signature.  
   

If Employee is 40 years of age or older as of the date of execution of this Release, Employee shall have the right to revoke this Release 
during the seven-day period (the “ Revocation Period ”) commencing immediately following the date he signs and delivers this Release 
to the Company. The Revocation Period shall expire at 5:00 p.m. [INSERT TIME ZONE] Time on the last day of the Revocation 
Period; provided , however , that if such seventh day is not a business day, the Revocation Period shall extend to 5:00 p.m. on the next 
succeeding business day. In the event Employee revokes this Release, all obligations of the Company under this Release and under any 
agreement which are conditional upon this Release shall terminate and be of no further force and effect as of the date of such 
revocation. No such revocation by Employee shall be effective unless it is in writing and signed by him and received by the Company 
prior to the expiration of the Revocation Period at the following address:  
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LKQ CORPORATION 

By:     
  Name: 
  Title: 

LKQ Corporation  
ATTN: General Counsel  
120 North LaSalle Street, Suite 3300  
Chicago, IL 60602  

I HAVE READ AND AGREE  
TO THIS RELEASE:  

    
Name: 
Date: 



Exhibit 10.21 

CONFIDENTIAL 

Change of Control Agreement  

December 6, 2010  

John S. Quinn  
120 North LaSalle Street  
Suite 3300  
Chicago, Illinois 60602  

Dear Mr. Quinn:  

LKQ Corporation, a Delaware corporation (the “ Company ”), considers it essential to the best interests of its stockholders to take 
reasonable steps to retain key management personnel. Further, the Board of Directors of the Company (the “ Board ”) recognizes that the 
uncertainty and questions that might arise among management in the context of any possible Change of Control (as defined below) of the 
Company could result in the departure or distraction of management personnel to the detriment of the Company and its stockholders.  

In order to reinforce and encourage your continued attention and dedication to your assigned duties without distraction in the face of 
potentially disturbing circumstances arising from any possible Change of Control, the Company has determined to enter into this letter 
agreement (the “ Agreement ”), which addresses the terms and conditions of your separation from the Company in connection with a Change of 
Control or within two (2) years following the Change of Control Date (the “ Change of Control Period ”). Capitalized words that are not 
otherwise defined herein shall have the meanings assigned to those words in Section 11 hereof.  

1. Operation of Agreement . The provisions of this Agreement pertaining to the terms and conditions of your separation from the 
Company in connection with a Change in Control (collectively, the “ Severance Provisions ”) shall apply only if a Change of Control occurs 
during the Effective Period. If a Change of Control occurs during the Effective Period, the Severance Provisions become effective on the date of 
the Change of Control (the “ Change of Control Date ”). Notwithstanding the foregoing, if (a) a Change of Control occurs during the Effective 
Period; and (b) your employment with the Company is terminated during the Effective Period, but within twelve (12) months prior to the date on 
which the Change of Control occurs; and (c) it is reasonably demonstrated by you that such termination of employment (i) was at the request of a 
third party that has taken steps reasonably calculated to effect a Change of Control or (ii) otherwise arose in connection with or in anticipation of 
a Change of Control, then the “ Change of Control Date ” shall mean the date immediately prior to the date of such termination of employment. 
This Agreement will remain in effect until the later of (x) the last day of the Effective Period; or (y) if a Change of Control occurs during the 
Effective Period, the date on which all benefits due to you under this Agreement, if any, have been paid.  

2. Termination of Employment by Reason of Death or Disability . Your employment shall terminate automatically if you die during 
the Change of Control Period. If the Company determines in good faith that you incurred a Disability during the Change of Control Period, it 
may give you written notice, in accordance with Section 5 hereof, of its intention to  



terminate your employment. In such event, your employment with the Company shall terminate effective on the thirtieth (30) calendar day after 
your receipt of such notice if you have not returned to full-time duties within thirty (30) calendar days after such receipt. If your employment is 
terminated for death or Disability during the Change of Control Period, this Agreement shall terminate without further obligations on the part of 
the Company other than the obligation to pay to you or your representative, as applicable, the following amounts:  

(a) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release:  

(b) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar 
days following the Date of Termination or (ii) the effective date of the Waiver and Release; and  

(c) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs, policies, 
arrangements or agreements.  

3. Termination for Cause; Resignation Other Than for Good Reason . If your employment is terminated for Cause or you resign for 
other than Good Reason during the Change of Control Period, your employment will terminate on the Date of Termination in accordance with 
Section 5 hereof and this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay to 
you the following:  

(a) the Accrued Obligations, which shall be paid to you in a single sum payment within thirty (30) calendar days of the Date of 
Termination; and  

(b) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs or policies.  

4. Termination as a Result of an Involuntary Termination . In the event that your employment with the Company should terminate 
during the Change of Control Period as a result of an Involuntary Termination, the Company will be obligated, except as provided in Section 8 
or Section 9 hereof, to provide you the following benefits:  

(a) Severance Payment . The Company shall pay to you the following amounts:  

(i) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(ii) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  
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(iii) an amount equal to the product of (A) 2.0 times (B) the sum of (1) your Adjusted Base Salary plus (2) the greater of 
(x) your Target Bonus or (y) the average of the annual bonuses paid or to be paid to you with respect to the immediately preceding 
three (3) fiscal years, which amount shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release;  

(iv) if you had previously consented to the Company’s request to relocate your principal place of employment more than forty 
(40) miles from its location immediately prior to the Change of Control Date, all unreimbursed relocation expenses incurred by you 
in accordance with the Company’s relocation policies, which expenses shall be paid to you in a single sum cash payment no later 
than the later of (A) fifteen (15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release; 
and  

(v) the Other Benefits, which shall be paid in accordance with the then-existing terms and conditions of such plans, programs or 
policies.  

(b) Benefit Continuation . You and your then eligible dependents shall continue to be covered by and participate in the group health 
and dental care plans (collectively, “ Health Plans ”) of the Company (at the Company’s cost) in which you participated, or were eligible to 
participate, immediately prior to the Date of Termination through the end of the Benefit Continuation Period; provided , however , that any 
medical or dental welfare benefit otherwise receivable by you hereunder shall be reduced to the extent that you become covered under a 
group health or dental care plan providing comparable medical and health benefits. You shall be eligible to participate in such Health Plans 
on terms that are at least as favorable as those in effect immediately prior to the Date of Termination. However, in the event that the terms 
of the Company’s Health Plans do not permit you to participate in those plans (other than pursuant to an election under the Consolidated 
Omnibus Budget Reconciliation Act of 1985 (“ COBRA ”)), in lieu of your and your eligible dependent’s coverage and participation under 
the Company’s Health Plans, the Company shall pay to you within thirty (30) calendar days of the Date of Termination a lump sum equal 
to two (2) times your monthly COBRA premium amount for the number of months remaining in the Benefit Continuation Period. In 
addition, for the purposes of coverage under COBRA, your COBRA event date will be the date of loss of coverage described in this 
paragraph above.  

(c) Outplacement Services . The Company shall, at its sole expense as incurred, provide you with outplacement services on such 
terms and conditions as may be reasonably determined by the Company prior to the Change of Control Date.  

(d) Acceleration of Stock Awards . All your outstanding awards of restricted stock, stock options, and other equity-based 
compensation shall become fully vested and exercisable in full immediately upon the Date of Termination; provided, however, that any 
such awards that would be out of the money as of the Date of Termination may be terminated pursuant to Section 9(b) hereof. In addition, 
all your outstanding awards of restricted stock, stock options, and other equity-based compensation that are not assumed or substituted with 
awards of equivalent value in connection with a Change of Control shall become fully vested and exercisable in full immediately upon the 
Change of Control Date.  
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5. Date and Notice of Termination . Any termination of your employment by the Company or by you during the Change of Control 
Period shall be communicated by a notice of termination to the other party hereto (the “ Notice of Termination ”). The Notice of Termination 
shall indicate the specific termination provision in this Agreement relied upon and shall set forth in reasonable detail the facts and circumstances 
claimed to provide a basis for termination of your employment under the provision so indicated. The date of your termination of employment 
with the Company (the “ Date of Termination ”) shall be determined as follows: (i) if your employment is terminated for Disability, thirty 
(30) calendar days after a Notice of Termination is received by you (provided that you shall not have returned to the full-time performance of 
your duties during such thirty (30) calendar day period), (ii) if your employment is terminated by the Company in an Involuntary Termination, 
the later of the date specified in the Notice of Termination or five (5) calendar days after the date the Notice of Termination is received by you, 
(iii) if you terminate your employment for Good Reason, five (5) calendar days after the date the Notice of Termination is received by the 
Company, and (iv) if your employment is terminated by the Company for Cause, the later of the date specified in the Notice of Termination or 
five (5) calendar days following the date such notice is received by you. The Date of Termination for a resignation of employment other than for 
Good Reason shall be the date set forth in the applicable notice.  

6. No Mitigation or Offset; D&O Insurance .  

(a) No Mitigation or Offset . You shall not be required to mitigate the amount of any payment provided for herein by seeking other 
employment or otherwise, nor shall the amount of any payment or benefit provided for herein be reduced by any compensation earned by 
you as the result of employment by another employer.  

(b) D&O Insurance, and Indemnification . Through at least the sixth anniversary of the Date of Termination, the Company shall 
maintain coverage for you as a named insured on all directors’ and officers’ insurance maintained by the Company for the benefit of its 
directors and officers on at least the same basis as all other covered individuals and provide you with at least the same corporate 
indemnification as it provides to other senior executives.  

7. Confidentiality . You agree to treat all Confidential Information as confidential information entrusted to you solely for use as an 
employee of the Company, and shall not divulge, reveal or transmit any Confidential Information in any way to persons not employed by the 
Company at any time from the date hereof until the end of time, whether or not you continue to be an employee of the Company, unless 
authorized in writing by the Company.  

8. Code Section 409A . This Agreement is intended to comply with the provisions of Section 409A of the Code and this Agreement 
should be interpreted accordingly; the parties intend that any payments hereunder that would otherwise be subject to Section 409A shall be made 
within the short-term deferral period provided in the Treasury Regulations adopted pursuant to Section 409A. Without limiting any of the 
foregoing and notwithstanding anything to the contrary contained herein, if you are a “specified employee,” as defined in Section 409A of the 
Code, at the time you would otherwise be entitled to receive any specific payment  
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hereunder, no distributions shall be made with respect to that specific payment until the earliest date permitted by Section 409A(a)(2) of the 
Code. All other payments that do not result in any additional payments, liability or penalties under the Code shall be made as specified.  

9. Certain Reduction of Payments by the Company .  

(a) Best Net . Anything in this Agreement to the contrary notwithstanding, in the event that the independent auditors of the Company 
(the “ Accounting Firm ”) determine that receipt of all payments or distributions in the nature of compensation to or for your benefit, 
whether paid or payable pursuant to this Agreement or otherwise (“ Payments ”), would subject you to tax under Section 4999 of the Code, 
the Payments paid or payable pursuant to this Agreement (the “ COC Payments ”), including payments made with respect to equity-based 
compensation accelerated pursuant to Section 4(d) hereof, but excluding payments made with respect to Sections 4(a)(i) and 4(a)(ii) hereof 
(except as provided below), may be reduced (but not below zero) to the Reduced Amount, but only if the Accounting Firm determines that 
the Net After-Tax Receipt of unreduced aggregate Payments would be equal to or less than the Net After-Tax Receipt of the aggregate 
Payments as if the COC Payments were reduced to the Reduced Amount. If such a determination is not made by the Accounting Firm, you 
shall receive all COC Payments to which you are entitled under this Agreement.  

(b) Reduced Amount . If the Accounting Firm determines that COC Payments should be reduced to the Reduced Amount, the 
Company shall promptly give you notice to that effect and a copy of the detailed calculation thereof. Absent manifest error, all 
determinations made by the Accounting Firm under this Section 9 shall be binding upon you and the Company and shall be made as soon 
as reasonably practicable and in no event later than twenty (20) business days following the Change of Control Date, or such later date on 
which there has been a Payment. For purposes of reducing the COC Payments to the Reduced Amount, only amounts payable under this 
Agreement (and no other Payments) shall be reduced. The reduction of the COC Payments, if applicable, shall be made by reducing the 
payments and benefits hereunder in the following order, and only to the extent necessary to achieve the Reduced Amount:  

The Company shall reduce or eliminate the COC Payments, by first reducing or eliminating the portion of the COC Payments which 
are not payable in cash and then by reducing or eliminating cash payments, in each case in reverse order beginning with payments or 
benefits which are to be paid the farthest in time from the determination.  

All fees and expenses of the Accounting Firm in implementing the provisions of this Section 9 shall be borne by the Company. To the 
extent requested by you, the Company shall cooperate with you in good faith in valuing services provided or to be provided by you 
(including without limitation, your agreeing to refrain from performing services pursuant to a covenant not to compete or similar covenant) 
before, on or after the date of a change in ownership or control of the Company (within the meaning of Q&A-2(b) of the Treasury 
Regulations adopted under Section 280G of the Code (the “ Regulations ”)), such that payments in respect of such services may be 
considered reasonable  
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compensation within the meaning of Q&A-9 and Q&A-40 to Q&A-44 of the Regulations and/or exempt from the definition of the term 
“parachute payment” within the meaning of Q&A-2(a) of the Regulations in accordance with Q&A-5(a) of the Regulations.  

(c) Subsequent Adjustment . As a result of the uncertainty in the application of Section 4999 of the Code at the time of the initial 
determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the Company to you or 
for your benefit pursuant to this Agreement which should not have been so paid or distributed (“ Overpayment ”) or that additional 
amounts which will have not been paid or distributed by the Company to you or for your benefit pursuant to this Agreement could have 
been so paid or distributed (“ Underpayment ”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the 
event that the Accounting Firm, based upon the assertion of a deficiency by the Internal Revenue Service against either the Company or 
you that the Accounting Firm believes has a high probability of success, determines that an Overpayment has been made, you shall pay any 
such Overpayment to the Company; provided , however , that no amount shall be payable by you to the Company if and to the extent such 
payment would not either reduce the amount of taxes to which you are subject under Sections 1 and 4999 of the Code or generate a refund 
of such taxes. In the event that the Accounting Firm, based upon controlling precedent or substantial authority, determines that an 
Underpayment has occurred, any such Underpayment shall be paid promptly (and in no event later than sixty (60) days following the date 
on which the Underpayment is determined) by the Company to you or for your benefit.  

10. Successors; Binding Agreement .  

(a) Assumption by Successor . The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business or assets of the Company expressly to assume and to agree to perform 
its obligations under this Agreement in the same manner and to the same extent that the Company would be required to perform such 
obligations if no such succession had taken place; provided , however , that no such assumption shall relieve the Company of its 
obligations hereunder. As used herein, the “ Company ” shall mean the Company as hereinbefore defined and any successor to its business 
or assets as aforesaid which assumes and agrees to perform its obligations by operation of law or otherwise.  

(b) Enforceability; Beneficiaries . This Agreement shall be binding upon and inure to the benefit of you (and your personal 
representatives and heirs) and the Company and any organization which succeeds to substantially all of the business or assets of the 
Company, whether by means of merger, consolidation, acquisition of all or substantially all of the assets of the Company or otherwise, 
including, without limitation, as a result of a Change of Control or by operation of law. This Agreement shall inure to the benefit of and be 
enforceable by your personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If 
you should die while any amount would still be payable to you hereunder if you had continued to live, all such amounts, unless otherwise 
provided herein, shall be paid in accordance with the terms of this Agreement to your devisee, legatee or other designee or, if there is no 
such designee, to your estate.  
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11. Definitions . For purposes of this Agreement, the following capitalized terms have the meanings set forth below:  

(a) “ Accounting Firm ” has the meaning assigned thereto in Section 9 hereof.  

(b) “ Accrued Obligations ” shall mean all compensation earned or accrued through the Termination Date but not paid as of the 
Termination Date, including base salary, bonus for the prior performance year, accrued but unused vacation, and reimbursement of 
business expenses accrued in accordance with the Company’s business expense reimbursement policies.  

(c) “ Adjusted Base Salary ” means the greater of your base salary in effect immediately prior to (i) the Change of Control Date or 
(ii) the Date of Termination.  

(d) “ Agreement ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(e) “ Benefit Continuation Period ” means the period beginning on the Date of Termination and ending on the last day of the month 
in which occurs the earlier of (i) the 24-month anniversary of the Date of Termination and (ii) the date on which you elect coverage for you 
and your covered dependents under substantially comparable benefit plans of a subsequent employer.  

(f) “ Board ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(g) “ Bonus Opportunity ” for any performance year means your maximum cash bonus opportunity for that year, on the assumption 
that the Company achieves all applicable performance targets and that you achieve all applicable individual performance criteria.  

(h) “ Cause ” shall mean (i) your engaging in willful and continued failure to substantially perform your material duties with the 
Company (other than due to becoming Disabled); provided, however , that the Company shall have provided you with written notice of 
such failure and such failure is not cured by you within twenty (20) calendar days of such notice; (ii) your engaging in misconduct that is 
materially and demonstrably injurious to the Company; (iii) your conviction of, or plea of no contest to, a felony, other crime of moral 
turpitude; or (iv) a final non-appealable adjudication in a criminal or civil proceeding that you have committed fraud. For purposes of the 
previous sentence, no act or failure to act on your part shall be deemed “willful” if it is done, or omitted to be done, by you in good faith 
and with a reasonable belief that it was in the best interest of the Company.  
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(i) “ Change of Control ” shall mean:  

(i) any “person” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or 
more of either (A) the then-outstanding shares of common stock of the Company (the “Outstanding Company Common Stock”) or 
(B) the combined voting power of the then-outstanding voting securities of the Company entitled to vote generally in the election of 
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this Section, the following 
acquisitions shall not constitute a Change of Control: (i) any acquisition directly from the Company, (ii) any acquisition by the 
Company, (iii) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Company, or (iv) any 
acquisition pursuant to a transaction that complies with Sections 11(i)(iii)(A), (B), and (C);  

(ii) during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the 
beginning of such period constituted the Board and any new directors, whose election by the Board or nomination for election by the 
Company’s stockholders was approved by a vote of at least three-fourths of the directors then still in office who either were directors 
at the beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof; or  

(iii) there is a consummation of a reorganization, merger, statutory share exchange or consolidation or similar transaction 
involving the Company or any of its subsidiaries, a sale or other disposition of all or substantially all of the assets of the Company, or 
the acquisition of assets or stock of another entity by the Company or any of its subsidiaries (each, a “Business Combination”), in 
each case unless, following such Business Combination, (A) all or substantially all of the individuals and entities that were the 
beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting Securities immediately prior 
to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-outstanding shares of common 
stock (or, for a non-corporate entity, equivalent securities) and the combined voting power of the then-outstanding voting securities 
entitled to vote generally in the election of directors (or, for a non-corporate entity, equivalent governing body), as the case may be, 
of the entity resulting from such Business Combination (including, without limitation, an entity that, as a result of such transaction, 
owns the Company or all or substantially all of the Company’s assets either directly or through one or more subsidiaries) in 
substantially the same proportions as their ownership immediately prior to such Business Combination of the Outstanding Company 
Common Stock and the Outstanding Company Voting Securities, as the case may be, (B) no Person (excluding any corporation 
resulting from such Business Combination or any employee benefit plan (or related trust) of the Company or such corporation 
resulting from such Business Combination) beneficially owns, directly or indirectly, 30% or more of, respectively, the then-
outstanding shares of common stock of the corporation resulting from such Business Combination or the combined voting power of 
the then-outstanding voting securities of such corporation, except to the extent that such ownership existed prior to the Business 
Combination, and (C) at least a majority of the members of the board of directors (or, for a non-corporate entity, equivalent 
governing body) of the entity resulting from such Business Combination were members of the incumbent Board at the time of the 
execution of the initial agreement or of the action of the Board providing for such Business Combination.  
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(j) “ Change of Control Date ” has the meaning assigned thereto in Section 1 hereof.  

(k) “ Change of Control Period ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(l) “ COC Payments ” has the meaning assigned thereto in Section 9 hereof.  

(m) “ Code ” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.  

(n) “ Company ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(o) “ Confidential Information ” shall mean all financial information, trade secrets, personnel records, training and operational 
manuals, records, contracts, lists, business procedures, business methods, accounts, brochures, and handbooks that was learned or obtained 
by you in the course of your employment by the Company, and all other documents relating to the Company or persons doing business 
with the Company that are proprietary to the Company.  

(p) “ Date of Termination ” has the meaning assigned thereto in Section 5 hereof.  

(q) “ Disability ” shall mean your incapacity due to physical or mental illness as defined in the long-term disability plan sponsored by 
the Company or an affiliate of the Company for your benefit and which causes you to be absent from the full-time performance of your 
duties.  

(r) “ Effective Period ” shall mean the period commencing on the date hereof and ending on the third anniversary of the date of this 
Agreement; provided, however , that beginning on the third anniversary of the date of this Agreement and on each one-year anniversary 
thereafter (each such date a “ Renewal Date ”), the Effective Period shall be automatically extended for a period of two years beginning on 
such Renewal Date, unless at least sixty (60) calendar days prior to such Renewal Date, the Company shall give notice that the Effective 
Period shall not be so extended.  

(s) “ Good Reason ” shall mean the occurrence of any of the following events or circumstances:  

(i) a substantial adverse change in your title, position, offices, authority, status, or the nature of your duties or responsibilities 
from those in effect immediately prior to the Change of Control Date, or in the position, level, or status of the person to whom you 
report.  

   
9  



(ii) a reduction by the Company in your annual base salary, Target Bonus, or benefits as in effect immediately prior to the 
Change of Control Date or as the same may be increased from time to time thereafter, other than a general reduction in benefits 
applicable across similarly situated executives within the Company;  

(iii) a failure by the Company to pay you material compensation or benefits when due including, without limitation, failure by 
the Company to pay any relocation expenses or Other Benefits accrued prior to the Effective Date;  

(iv) the relocation of the office of the Company where you are principally employed immediately prior to the Change of 
Control Date to a location which is more than forty (40) miles from such office of the Company (except for required travel on the 
Company’s business to an extent substantially consistent with your customary business travel obligations in the ordinary course of 
business prior to the Change of Control Date); or  

(v) any failure by a successor to the Company to assume and agree to perform this Agreement, as contemplated by Section 10
(a) hereof, or any agreement with respect to your outstanding equity awards.  

provided , however , that no event or condition set forth in subparagraphs (i) through (iii) above shall constitute Good Reason unless (x) you give 
the Company written notice of your objection to such event or condition within sixty (60) calendar days of such event or condition and (y) such 
event or condition is not corrected, in all material respects, by the Company within thirty (30) calendar days of its receipt of such notice; and 
provided, further, however , that your mental or physical incapacity following the occurrence of an event described above in subparagraphs 
(i) through (v) above shall not affect your ability to terminate employment for Good Reason and that your death following delivery of a Notice 
of Termination shall not affect your estate’s entitlement to the payments and benefits provided hereunder upon an Involuntary Termination.  

(t) “ Involuntary Termination ” shall mean, during the Change of Control Period, (i) your termination of employment by the 
Company without Cause or (ii) your resignation of employment with the Company for Good Reason.  

(u) “ Net After-Tax Receipt ” shall mean the present value (as determined in accordance with Section 280G(d)(4) of the Code) of a 
Payment net of all taxes imposed on you with respect thereto under Sections 1 and 4999 of the Code and under applicable state and local 
laws, determined by applying the highest marginal rate under Section 1 of the Code and under state and local laws which applied to your 
taxable income for the immediately preceding taxable year, or such other rate(s) as you certify as likely to apply to you in the relevant tax 
year(s).  

(v) “ Notice of Termination ” has the meaning assigned thereto in Section 5 hereof.  
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(w) “ Other Benefits ” means, to the extent not theretofore paid or provided, any other amounts or benefits required to be paid or 
provided to you or that you are eligible to receive under any plan, program, policy, practice, contract or agreement of the Company in 
accordance with such applicable terms at the time of the Date of Termination. Nothing herein shall prohibit the Company from changing, 
modifying, amending, or eliminating any benefit plans in accordance with the terms of such plans prior to the Date of Termination, with or 
without prior notice.  

(x) “ Overpayment ” has the meaning assigned thereto in Section 9 hereof.  

(y) “ Pro Rata Bonus ” means a pro rata portion of your Bonus Opportunity for the performance year in which the Date of 
Termination occurs, calculated based on the number of days that you are employed in the performance year up through and including the 
Date of Termination.  

(z) “ Payment ” has the meaning assigned thereto in Section 9 hereof.  

(aa) “ Reduced Amount ” shall mean $1,000.00 less than the greatest amount of COC Payments that can be paid that would not result 
in the imposition of the excise tax under Section 4999 of the Code.  

(bb) “ Target Bonus ” for any year means your total cash target, but not maximum, bonus for that year, on the assumption that the 
Company has achieved, but not exceeded, all applicable performance targets and that you have achieved, but not exceeded, all applicable 
individual performance criteria.  

(cc) “ Underpayment ” has the meaning assigned thereto in Section 9 hereof.  

(dd) “ Tax Authority ” has the meaning assigned thereto in Section 9 hereof.  

12. Notice . For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in 
writing and shall be deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage 
prepaid, addressed to the Board of Directors, LKQ Corporation, 120 North LaSalle Street, Suite 3300, Chicago, IL 60602, with a copy to the 
General Counsel of the Company, or to you at the address set forth on the first page of this Agreement or to such other address as either party 
may have furnished to the other in writing in accordance herewith, except that notice of change of address shall be effective only upon receipt.  

13. Release . As a condition to receiving any payments or benefits pursuant to this Agreement by reason of your death, Disability or 
Involuntary Termination, you (or in the case of your death, the executor of your estate) must execute a waiver and release of claims, including 
confidentiality and non-disparagement covenants, substantially in the form approved by the Company prior to the Change of Control Date (as set 
forth on Exhibit A attached hereto) (a “ Waiver and Release ”), and such Waiver and Release must be delivered to the Company no later than 60 
days after the end of your taxable year in which occurs the later of (i) the Change of Control Date or (ii) the termination of your employment 
with the Company.  
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14. Arbitration . Any dispute or controversy arising under or in connection with this Agreement that cannot be mutually resolved by 
the parties hereto shall be settled exclusively by arbitration in Chicago, Illinois under the employment arbitration rules of the American 
Arbitration Association before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by the Company and you, or, 
if the Company and you cannot agree on the selection of the arbitrator, such arbitrator shall be selected by the American Arbitration Association. 
Judgment may be entered on the arbitrator’s award in any court having jurisdiction. The parties hereby agree that the arbitrator shall be 
empowered to enter an equitable decree mandating specific enforcement of the terms of this Agreement. The Company agrees to pay as incurred, 
to the fullest extent permitted by law, the costs and fees of the arbitration, including all legal fees and expenses which you may reasonably incur 
as a result of any contest (regardless of the outcome thereof) by the Company, you or others of the validity or enforceability of, or liability under, 
any provision of this Agreement (including as a result of any contest by you about the amount of any payment pursuant to this Agreement), plus 
in each case interest on any delayed payment at the applicable Federal rate provided for in Section 7872(f)(2)(A) of the Code.  

15. Miscellaneous .  

(a) Amendments, Waivers, Etc . No provision of this Agreement may be modified, waived or discharged unless such waiver, 
modification or discharge is agreed to in writing. No waiver by either party hereto at any time of any breach by the other party hereto of, or 
compliance with, any condition or provision of this Agreement to be performed by such other party shall be deemed a waiver of similar or 
dissimilar provisions or conditions at the same or at any prior or subsequent time. No agreements or representations, oral or otherwise, 
express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this 
Agreement and this Agreement shall supersede all prior agreements, negotiations, correspondence, undertakings and communications of 
the parties, oral or written, with respect to the subject matter hereof.  

(b) Validity . The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of 
any other provision of this Agreement, which shall remain in full force and effect.  

(c) Counterparts . This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of 
which together will constitute one and the same instrument.  

(d) No Contract of Employment . Nothing in this Agreement shall be construed as giving you any right to be retained in the employ 
of the Company or shall affect the terms and conditions of your employment with the Company prior to the commencement of the Change 
of Control Period.  

(e) Withholding . Amounts paid to you hereunder shall be subject to all applicable federal, state and local withholding taxes.  
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(f) Source of Payments . All payments provided under this Agreement shall be paid in cash from the general funds of the Company, 
and no special or separate fund shall be established, and no other segregation of assets made, to assure payment. You will have no right, 
title or interest whatsoever in or to any investments which the Company may make to aid it in meeting its obligations hereunder. To the 
extent that any person acquires a right to receive payments from the Company hereunder, such right shall be no greater than the right of an 
unsecured creditor of the Company.  

(g) Headings . The headings contained in this Agreement are intended solely for convenience of reference and shall not affect the 
rights of the parties to this Agreement.  

(h) Governing Law . This Agreement shall be subject to the laws of the state of Delaware, without regard to conflicts of law.  

(i) Effect on Benefit Plans . In the event of any inconsistency between the provisions of this agreement and the provisions of any 
benefit plan of the Company, the provisions that are more favorable to you shall control.  

*    *    *    *     *  

By signing below, you acknowledge that this Agreement sets forth our agreement on the subject matter hereof. Kindly sign and 
return to the Company the enclosed copy of this letter which will then constitute our agreement on this subject.  
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Sincerely, 

LKQ CORPORATION 

By:   /s/ Victor M. Casini 
Name:   Victor M. Casini 
Title:   Senior Vice President and General Counsel 

Agreed to as of this 6 day of December, 2010 

/s/ John S. Quinn 
John S. Quinn, 
Executive Vice President and CFO 

th 



EXHIBIT A  

WAIVER AND GENERAL RELEASE AGREEMENT  

This Waiver and Release Agreement (this “ Release ”) is entered into as of the date indicated on the signature page of this Release by 
and between LKQ Corporation, a Delaware corporation (the “ Company ”) and                      (“ Employee ”). Employee has been employed by 
the Company, and the parties are entering into this Release because the employment relationship is ending, without fault or wrongdoing on the 
part of either the Company or Employee, who agree as follows:  

1. Release . (a) In exchange for the valuable consideration set forth in the Change of Control Agreement dated as of                      , 20 
         (the “ Letter Agreement ”), between Employee and the Company, the receipt and adequacy of which are herein acknowledged, Employee 
hereby agrees to release and forever discharge the Company and its present, former and future partners, shareholders, affiliates, direct and 
indirect parents, subsidiaries, successors, directors, officers, employees, agents, attorneys, heirs and assigns (the “ Released Parties ”), from any 
and all claims, actions and causes of action (the “ Claims ”) arising out of (i) his employment relationship with and service as an employee of the 
Company and its affiliates, and the termination of such relationship or service, or (ii) any event, condition, circumstance or obligation that 
occurred, existed or arose on or prior to the date hereof, including, but not limited to any Claims under Title VII of the Civil Rights Act of 1964, 
the Rehabilitation Act of 1973, the Americans With Disabilities Act of 1990, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the 
Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act of 1993, the California Fair Employment and Housing 
Act; the California Workers’ Compensation Act; the California Unruh and Ralph Civil Rights Laws; the California Alcohol and Drug 
Rehabilitation Law and any other federal, state or local law, statute, regulation or ordinance, or law of any foreign jurisdiction, whether such 
Claim arises under statute or common law and whether or not Employee is presently aware of the existence of such Claim. Employee also 
forever releases, discharges and waives any right he may have to recover in any proceeding brought by any federal, state or local agency against 
the Released Parties to enforce any laws. To ensure that this Release is fully enforceable in accordance with its terms, Employee agrees to waive 
any and all rights to any Claims, whether or not he knows or suspects them to exist in his favor, which if known to him would have materially 
affected his execution of this Release. Notwithstanding the foregoing, this Release does not apply to Employee’s rights, claims, or benefits under 
the Letter Agreement or to Employee’s rights, if any, to payment of benefits pursuant to any employee benefit plan.  

(b) To ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any and all 
rights under Section 1542 of the California Civil Code (to the extent applicable) as it exists from time to time, which provides:  

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the 
release, which if known by him must have materially affected his settlement with the debtor.  
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In addition, to ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any 
protection that may exist under any comparable or similar statute and under any principle of common law of the United States or any 
and all States.  

EMPLOYEE UNDERSTANDS THAT, BY SIGNING THIS RELEASE,  EMPLOYEE WILL HAVE WAIVED ANY RIGHT 
THAT HE MAY HAVE TO BRING A LAWSUIT OR MAKE ANY CLA IM AGAINST THE COMPANY AND THE RELEASED 
PARTIES BASED ON ANY ACT OR OMISSIONS BY THEM UP TO  THE DATE OF SIGNING THIS AGREEMENT.  

(c) In further consideration of the payments and benefits provided to Employee under the Letter Agreement, Employee 
hereby releases and forever discharges the Released Parties from any and all Claims that he may have as of the date he signs this 
Release arising under the federal Age Discrimination in Employment Act of 1967, as amended, and the applicable rules and regulations 
promulgated thereunder (“ ADEA ”). By signing this Release, Employee hereby acknowledges and confirms the following: (i) he was 
advised by the Company in connection with his termination to consult with an attorney of his choice prior to signing this Release and to 
have such attorney explain to him the terms of this Release, including, without limitation, the terms relating to his release of claims 
arising under the ADEA; (ii) if Employee is 40 years of age or older as of the date of execution of this Release, he was given a period of 
not fewer than 21 calendar days to consider the terms of this Release and to consult with an attorney of his choosing with respect 
thereto; and (iii) he is providing the release and discharge set forth in this Paragraph 1(c) only in exchange for consideration in addition 
to anything of value to which he is already entitled.  

2. No Legal Claim . Employee has not commenced any legal action, which term includes, without limitation, any demand for 
arbitration proceedings and any charge, complaint, filing or submission with any federal, state or local agency, court or other tribunal, to assert 
any Claim against a Released Party, and covenants and agrees not to do so in the future with respect to the matters released herein. If Employee 
commences or joins any legal action against a Released Party, Employee agrees that such an action is prohibited by this Release, and further 
agrees to promptly indemnify such Released Party for its reasonable costs and attorneys fees incurred in defending such action as well as forfeit 
or return any monetary judgment obtained by Employee against any Released Party in such action. Nothing in this Paragraph 2 is intended to 
reflect any party’s belief that Employee’s waiver of claims under the ADEA is invalid or unenforceable under this Release, it being the intent of 
the parties that such claims are waived.  

3. Nondisparagement . Employee agrees to refrain, except as required by law or in connection with a judicial proceeding, from 
making directly or indirectly, now or at any time in the future, any written or oral statements, representations or other communications that 
disparage or are otherwise damaging to the business or reputation of the Released Parties.  
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4. Continuing Obligations . This Release shall not supersede any continuing obligations Employee may have under the terms of the 
Letter Agreement or any other agreement between Employee and the Company.  

5. Disclaimer . Employee hereby certifies that Employee has read the terms of this Release, that Employee has been advised by the 
Company to consult with an attorney of Employee’s own choice prior to executing this Release, that Employee has had an opportunity to do so, 
and that Employee understands the provisions and consequences of this Release. Employee further certifies that the Company has not made any 
representation to Employee concerning this Release other than those contained herein.  

6. Governing Law . This Release will be governed by and construed in accordance with the laws of the State of Delaware.  

7. Separability of Clauses . If any provisions of this Release shall be finally determined to be invalid or unenforceable under 
applicable law by a court of competent jurisdiction, that part shall be ineffective to the extent of such invalidity or unenforceability only, without 
in any way affecting the remaining provisions of this Release.  

8. Counterparts . This Release may be executed by the parties hereto in counterparts, each of which shall be deemed an original, but 
both such counterparts shall together constitute one and the same document.  

9. Effectiveness . This Release shall be effective only when it has been executed by Employee and the executed original has been 
returned to the Company, and any applicable revocation period has expired.  
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IN WITNESS WHEREOF, the Company has caused this Release to be signed by its duly authorized officer, and Employee has 
executed this Release as of the day and year indicated below Employee’s signature.  
   

If Employee is 40 years of age or older as of the date of execution of this Release, Employee shall have the right to revoke this Release 
during the seven-day period (the “ Revocation Period ”) commencing immediately following the date he signs and delivers this Release 
to the Company. The Revocation Period shall expire at 5:00 p.m. [INSERT TIME ZONE] Time on the last day of the Revocation 
Period; provided , however , that if such seventh day is not a business day, the Revocation Period shall extend to 5:00 p.m. on the next 
succeeding business day. In the event Employee revokes this Release, all obligations of the Company under this Release and under any 
agreement which are conditional upon this Release shall terminate and be of no further force and effect as of the date of such 
revocation. No such revocation by Employee shall be effective unless it is in writing and signed by him and received by the Company 
prior to the expiration of the Revocation Period at the following address:  
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LKQ CORPORATION 

By:     
  Name: 
  Title: 

LKQ Corporation 
ATTN: General Counsel 
120 North LaSalle Street, Suite 3300 
Chicago, IL 60602 

I HAVE READ AND AGREE TO THIS RELEASE: 

    
Name: 
Date: 



Exhibit 10.22 

CONFIDENTIAL 

Change of Control Agreement  

December 6, 2010  

Walter P. Hanley  
120 North LaSalle Street  
Suite 3300  
Chicago, Illinois 60602  

Dear Mr. Hanley:  

LKQ Corporation, a Delaware corporation (the “ Company ”), considers it essential to the best interests of its stockholders to take 
reasonable steps to retain key management personnel. Further, the Board of Directors of the Company (the “ Board ”) recognizes that the 
uncertainty and questions that might arise among management in the context of any possible Change of Control (as defined below) of the 
Company could result in the departure or distraction of management personnel to the detriment of the Company and its stockholders.  

In order to reinforce and encourage your continued attention and dedication to your assigned duties without distraction in the face of 
potentially disturbing circumstances arising from any possible Change of Control, the Company has determined to enter into this letter 
agreement (the “ Agreement ”), which addresses the terms and conditions of your separation from the Company in connection with a Change of 
Control or within two (2) years following the Change of Control Date (the “ Change of Control Period ”). Capitalized words that are not 
otherwise defined herein shall have the meanings assigned to those words in Section 11 hereof.  

1. Operation of Agreement . The provisions of this Agreement pertaining to the terms and conditions of your separation from the 
Company in connection with a Change in Control (collectively, the “ Severance Provisions ”) shall apply only if a Change of Control occurs 
during the Effective Period. If a Change of Control occurs during the Effective Period, the Severance Provisions become effective on the date of 
the Change of Control (the “ Change of Control Date ”). Notwithstanding the foregoing, if (a) a Change of Control occurs during the Effective 
Period; and (b) your employment with the Company is terminated during the Effective Period, but within twelve (12) months prior to the date on 
which the Change of Control occurs; and (c) it is reasonably demonstrated by you that such termination of employment (i) was at the request of a 
third party that has taken steps reasonably calculated to effect a Change of Control or (ii) otherwise arose in connection with or in anticipation of 
a Change of Control, then the “ Change of Control Date ” shall mean the date immediately prior to the date of such termination of employment. 
This Agreement will remain in effect until the later of (x) the last day of the Effective Period; or (y) if a Change of Control occurs during the 
Effective Period, the date on which all benefits due to you under this Agreement, if any, have been paid.  

2. Termination of Employment by Reason of Death or Disability . Your employment shall terminate automatically if you die during 
the Change of Control Period. If the Company determines in good faith that you incurred a Disability during the Change of Control Period, it 
may give you written notice, in accordance with Section 5 hereof, of its intention to  



terminate your employment. In such event, your employment with the Company shall terminate effective on the thirtieth (30) calendar day after 
your receipt of such notice if you have not returned to full-time duties within thirty (30) calendar days after such receipt. If your employment is 
terminated for death or Disability during the Change of Control Period, this Agreement shall terminate without further obligations on the part of 
the Company other than the obligation to pay to you or your representative, as applicable, the following amounts:  

(a) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release:  

(b) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar 
days following the Date of Termination or (ii) the effective date of the Waiver and Release; and  

(c) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs, policies, 
arrangements or agreements.  

3. Termination for Cause; Resignation Other Than for Good Reason . If your employment is terminated for Cause or you resign for 
other than Good Reason during the Change of Control Period, your employment will terminate on the Date of Termination in accordance with 
Section 5 hereof and this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay to 
you the following:  

(a) the Accrued Obligations, which shall be paid to you in a single sum payment within thirty (30) calendar days of the Date of 
Termination; and  

(b) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs or policies.  

4. Termination as a Result of an Involuntary Termination . In the event that your employment with the Company should terminate 
during the Change of Control Period as a result of an Involuntary Termination, the Company will be obligated, except as provided in Section 8 
or Section 9 hereof, to provide you the following benefits:  

(a) Severance Payment . The Company shall pay to you the following amounts:  

(i) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(ii) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  
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(iii) an amount equal to the product of (A) 2.0 times (B) the sum of (1) your Adjusted Base Salary plus (2) the greater of 
(x) your Target Bonus or (y) the average of the annual bonuses paid or to be paid to you with respect to the immediately preceding 
three (3) fiscal years, which amount shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release;  

(iv) if you had previously consented to the Company’s request to relocate your principal place of employment more than forty 
(40) miles from its location immediately prior to the Change of Control Date, all unreimbursed relocation expenses incurred by you 
in accordance with the Company’s relocation policies, which expenses shall be paid to you in a single sum cash payment no later 
than the later of (A) fifteen (15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release; 
and  

(v) the Other Benefits, which shall be paid in accordance with the then-existing terms and conditions of such plans, programs or 
policies.  

(b) Benefit Continuation . You and your then eligible dependents shall continue to be covered by and participate in the group health 
and dental care plans (collectively, “ Health Plans ”) of the Company (at the Company’s cost) in which you participated, or were eligible to 
participate, immediately prior to the Date of Termination through the end of the Benefit Continuation Period; provided , however , that any 
medical or dental welfare benefit otherwise receivable by you hereunder shall be reduced to the extent that you become covered under a 
group health or dental care plan providing comparable medical and health benefits. You shall be eligible to participate in such Health Plans 
on terms that are at least as favorable as those in effect immediately prior to the Date of Termination. However, in the event that the terms 
of the Company’s Health Plans do not permit you to participate in those plans (other than pursuant to an election under the Consolidated 
Omnibus Budget Reconciliation Act of 1985 (“ COBRA ”)), in lieu of your and your eligible dependent’s coverage and participation under 
the Company’s Health Plans, the Company shall pay to you within thirty (30) calendar days of the Date of Termination a lump sum equal 
to two (2) times your monthly COBRA premium amount for the number of months remaining in the Benefit Continuation Period. In 
addition, for the purposes of coverage under COBRA, your COBRA event date will be the date of loss of coverage described in this 
paragraph above.  

(c) Outplacement Services . The Company shall, at its sole expense as incurred, provide you with outplacement services on such 
terms and conditions as may be reasonably determined by the Company prior to the Change of Control Date.  

(d) Acceleration of Stock Awards . All your outstanding awards of restricted stock, stock options, and other equity-based 
compensation shall become fully vested and exercisable in full immediately upon the Date of Termination; provided, however, that any 
such awards that would be out of the money as of the Date of Termination may be terminated pursuant to Section 9(b) hereof. In addition, 
all your outstanding awards of restricted stock, stock options, and other equity-based compensation that are not assumed or substituted with 
awards of equivalent value in connection with a Change of Control shall become fully vested and exercisable in full immediately upon the 
Change of Control Date.  
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5. Date and Notice of Termination . Any termination of your employment by the Company or by you during the Change of Control 
Period shall be communicated by a notice of termination to the other party hereto (the “ Notice of Termination ”). The Notice of Termination 
shall indicate the specific termination provision in this Agreement relied upon and shall set forth in reasonable detail the facts and circumstances 
claimed to provide a basis for termination of your employment under the provision so indicated. The date of your termination of employment 
with the Company (the “ Date of Termination ”) shall be determined as follows: (i) if your employment is terminated for Disability, thirty 
(30) calendar days after a Notice of Termination is received by you (provided that you shall not have returned to the full-time performance of 
your duties during such thirty (30) calendar day period), (ii) if your employment is terminated by the Company in an Involuntary Termination, 
the later of the date specified in the Notice of Termination or five (5) calendar days after the date the Notice of Termination is received by you, 
(iii) if you terminate your employment for Good Reason, five (5) calendar days after the date the Notice of Termination is received by the 
Company, and (iv) if your employment is terminated by the Company for Cause, the later of the date specified in the Notice of Termination or 
five (5) calendar days following the date such notice is received by you. The Date of Termination for a resignation of employment other than for 
Good Reason shall be the date set forth in the applicable notice.  

6. No Mitigation or Offset; D&O Insurance .  

(a) No Mitigation or Offset . You shall not be required to mitigate the amount of any payment provided for herein by seeking other 
employment or otherwise, nor shall the amount of any payment or benefit provided for herein be reduced by any compensation earned by 
you as the result of employment by another employer.  

(b) D&O Insurance, and Indemnification . Through at least the sixth anniversary of the Date of Termination, the Company shall 
maintain coverage for you as a named insured on all directors’ and officers’ insurance maintained by the Company for the benefit of its 
directors and officers on at least the same basis as all other covered individuals and provide you with at least the same corporate 
indemnification as it provides to other senior executives.  

7. Confidentiality . You agree to treat all Confidential Information as confidential information entrusted to you solely for use as an 
employee of the Company, and shall not divulge, reveal or transmit any Confidential Information in any way to persons not employed by the 
Company at any time from the date hereof until the end of time, whether or not you continue to be an employee of the Company, unless 
authorized in writing by the Company.  

8. Code Section 409A . This Agreement is intended to comply with the provisions of Section 409A of the Code and this Agreement 
should be interpreted accordingly; the parties intend that any payments hereunder that would otherwise be subject to Section 409A shall be made 
within the short-term deferral period provided in the Treasury Regulations adopted pursuant to Section 409A. Without limiting any of the 
foregoing and notwithstanding anything to the contrary contained herein, if you are a “specified employee,” as defined in Section 409A of the 
Code, at the time you would otherwise be entitled to receive any specific payment  
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hereunder, no distributions shall be made with respect to that specific payment until the earliest date permitted by Section 409A(a)(2) of 
the Code. All other payments that do not result in any additional payments, liability or penalties under the Code shall be made as specified.  

9. Certain Reduction of Payments by the Company .  

(a) Best Net . Anything in this Agreement to the contrary notwithstanding, in the event that the independent auditors of the Company 
(the “ Accounting Firm ”) determine that receipt of all payments or distributions in the nature of compensation to or for your benefit, 
whether paid or payable pursuant to this Agreement or otherwise (“ Payments ”), would subject you to tax under Section 4999 of the Code, 
the Payments paid or payable pursuant to this Agreement (the “ COC Payments ”), including payments made with respect to equity-based 
compensation accelerated pursuant to Section 4(d) hereof, but excluding payments made with respect to Sections 4(a)(i) and 4(a)(ii) hereof 
(except as provided below), may be reduced (but not below zero) to the Reduced Amount, but only if the Accounting Firm determines that 
the Net After-Tax Receipt of unreduced aggregate Payments would be equal to or less than the Net After-Tax Receipt of the aggregate 
Payments as if the COC Payments were reduced to the Reduced Amount. If such a determination is not made by the Accounting Firm, you 
shall receive all COC Payments to which you are entitled under this Agreement.  

(b) Reduced Amount . If the Accounting Firm determines that COC Payments should be reduced to the Reduced Amount, the 
Company shall promptly give you notice to that effect and a copy of the detailed calculation thereof. Absent manifest error, all 
determinations made by the Accounting Firm under this Section 9 shall be binding upon you and the Company and shall be made as soon 
as reasonably practicable and in no event later than twenty (20) business days following the Change of Control Date, or such later date on 
which there has been a Payment. For purposes of reducing the COC Payments to the Reduced Amount, only amounts payable under this 
Agreement (and no other Payments) shall be reduced. The reduction of the COC Payments, if applicable, shall be made by reducing the 
payments and benefits hereunder in the following order, and only to the extent necessary to achieve the Reduced Amount:  

The Company shall reduce or eliminate the COC Payments, by first reducing or eliminating the portion of the COC Payments which 
are not payable in cash and then by reducing or eliminating cash payments, in each case in reverse order beginning with payments or 
benefits which are to be paid the farthest in time from the determination.  

All fees and expenses of the Accounting Firm in implementing the provisions of this Section 9 shall be borne by the Company. To the 
extent requested by you, the Company shall cooperate with you in good faith in valuing services provided or to be provided by you 
(including without limitation, your agreeing to refrain from performing services pursuant to a covenant not to compete or similar covenant) 
before, on or after the date of a change in ownership or control of the Company (within the meaning of Q&A-2(b) of the Treasury 
Regulations adopted under Section 280G of the Code (the “ Regulations ”)), such that payments in respect of such services may be 
considered reasonable  
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compensation within the meaning of Q&A-9 and Q&A-40 to Q&A-44 of the Regulations and/or exempt from the definition of the term 
“parachute payment” within the meaning of Q&A-2(a) of the Regulations in accordance with Q&A-5(a) of the Regulations.  

(c) Subsequent Adjustment . As a result of the uncertainty in the application of Section 4999 of the Code at the time of the initial 
determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the Company to you or 
for your benefit pursuant to this Agreement which should not have been so paid or distributed (“ Overpayment ”) or that additional 
amounts which will have not been paid or distributed by the Company to you or for your benefit pursuant to this Agreement could have 
been so paid or distributed (“ Underpayment ”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the 
event that the Accounting Firm, based upon the assertion of a deficiency by the Internal Revenue Service against either the Company or 
you that the Accounting Firm believes has a high probability of success, determines that an Overpayment has been made, you shall pay any 
such Overpayment to the Company; provided , however , that no amount shall be payable by you to the Company if and to the extent such 
payment would not either reduce the amount of taxes to which you are subject under Sections 1 and 4999 of the Code or generate a refund 
of such taxes. In the event that the Accounting Firm, based upon controlling precedent or substantial authority, determines that an 
Underpayment has occurred, any such Underpayment shall be paid promptly (and in no event later than sixty (60) days following the date 
on which the Underpayment is determined) by the Company to you or for your benefit.  

10. Successors; Binding Agreement .  

(a) Assumption by Successor . The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business or assets of the Company expressly to assume and to agree to perform 
its obligations under this Agreement in the same manner and to the same extent that the Company would be required to perform such 
obligations if no such succession had taken place; provided , however , that no such assumption shall relieve the Company of its 
obligations hereunder. As used herein, the “ Company ” shall mean the Company as hereinbefore defined and any successor to its business 
or assets as aforesaid which assumes and agrees to perform its obligations by operation of law or otherwise.  

(b) Enforceability; Beneficiaries . This Agreement shall be binding upon and inure to the benefit of you (and your personal 
representatives and heirs) and the Company and any organization which succeeds to substantially all of the business or assets of the 
Company, whether by means of merger, consolidation, acquisition of all or substantially all of the assets of the Company or otherwise, 
including, without limitation, as a result of a Change of Control or by operation of law. This Agreement shall inure to the benefit of and be 
enforceable by your personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If 
you should die while any amount would still be payable to you hereunder if you had continued to live, all such amounts, unless otherwise 
provided herein, shall be paid in accordance with the terms of this Agreement to your devisee, legatee or other designee or, if there is no 
such designee, to your estate.  
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11. Definitions . For purposes of this Agreement, the following capitalized terms have the meanings set forth below:  

(a) “ Accounting Firm ” has the meaning assigned thereto in Section 9 hereof.  

(b) “ Accrued Obligations ” shall mean all compensation earned or accrued through the Termination Date but not paid as of the 
Termination Date, including base salary, bonus for the prior performance year, accrued but unused vacation, and reimbursement of 
business expenses accrued in accordance with the Company’s business expense reimbursement policies.  

(c) “ Adjusted Base Salary ” means the greater of your base salary in effect immediately prior to (i) the Change of Control Date or 
(ii) the Date of Termination.  

(d) “ Agreement ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(e) “ Benefit Continuation Period ” means the period beginning on the Date of Termination and ending on the last day of the month 
in which occurs the earlier of (i) the 24-month anniversary of the Date of Termination and (ii) the date on which you elect coverage for you 
and your covered dependents under substantially comparable benefit plans of a subsequent employer.  

(f) “ Board ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(g) “ Bonus Opportunity ” for any performance year means your maximum cash bonus opportunity for that year, on the assumption 
that the Company achieves all applicable performance targets and that you achieve all applicable individual performance criteria.  

(h) “ Cause ” shall mean (i) your engaging in willful and continued failure to substantially perform your material duties with the 
Company (other than due to becoming Disabled); provided, however , that the Company shall have provided you with written notice of 
such failure and such failure is not cured by you within twenty (20) calendar days of such notice; (ii) your engaging in misconduct that is 
materially and demonstrably injurious to the Company; (iii) your conviction of, or plea of no contest to, a felony, other crime of moral 
turpitude; or (iv) a final non-appealable adjudication in a criminal or civil proceeding that you have committed fraud. For purposes of the 
previous sentence, no act or failure to act on your part shall be deemed “willful” if it is done, or omitted to be done, by you in good faith 
and with a reasonable belief that it was in the best interest of the Company.  
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(i) “ Change of Control ” shall mean:  

(i) any “person” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or 
more of either (A) the then-outstanding shares of common stock of the Company (the “Outstanding Company Common Stock”) or 
(B) the combined voting power of the then-outstanding voting securities of the Company entitled to vote generally in the election of 
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this Section, the following 
acquisitions shall not constitute a Change of Control: (i) any acquisition directly from the Company, (ii) any acquisition by the 
Company, (iii) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Company, or (iv) any 
acquisition pursuant to a transaction that complies with Sections 11(i)(iii)(A), (B), and (C);  

(ii) during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the 
beginning of such period constituted the Board and any new directors, whose election by the Board or nomination for election by the 
Company’s stockholders was approved by a vote of at least three-fourths of the directors then still in office who either were directors 
at the beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof; or  

(iii) there is a consummation of a reorganization, merger, statutory share exchange or consolidation or similar transaction 
involving the Company or any of its subsidiaries, a sale or other disposition of all or substantially all of the assets of the Company, or 
the acquisition of assets or stock of another entity by the Company or any of its subsidiaries (each, a “Business Combination”), in 
each case unless, following such Business Combination, (A) all or substantially all of the individuals and entities that were the 
beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting Securities immediately prior 
to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-outstanding shares of common 
stock (or, for a non-corporate entity, equivalent securities) and the combined voting power of the then-outstanding voting securities 
entitled to vote generally in the election of directors (or, for a non-corporate entity, equivalent governing body), as the case may be, 
of the entity resulting from such Business Combination (including, without limitation, an entity that, as a result of such transaction, 
owns the Company or all or substantially all of the Company’s assets either directly or through one or more subsidiaries) in 
substantially the same proportions as their ownership immediately prior to such Business Combination of the Outstanding Company 
Common Stock and the Outstanding Company Voting Securities, as the case may be, (B) no Person (excluding any corporation 
resulting from such Business Combination or any employee benefit plan (or related trust) of the Company or such corporation 
resulting from such Business Combination) beneficially owns, directly or indirectly, 30% or more of, respectively, the then-
outstanding shares of common stock of the corporation resulting from such Business Combination or the combined voting power of 
the then-outstanding voting securities of such corporation, except to the extent that such ownership existed prior to the Business 
Combination, and (C) at least a majority of the members of the board of directors (or, for a non-corporate entity, equivalent 
governing body) of the entity resulting from such Business Combination were members of the incumbent Board at the time of the 
execution of the initial agreement or of the action of the Board providing for such Business Combination.  
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(j) “ Change of Control Date ” has the meaning assigned thereto in Section 1 hereof.  

(k) “ Change of Control Period ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(l) “ COC Payments ” has the meaning assigned thereto in Section 9 hereof.  

(m) “ Code ” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.  

(n) “ Company ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(o) “ Confidential Information ” shall mean all financial information, trade secrets, personnel records, training and operational 
manuals, records, contracts, lists, business procedures, business methods, accounts, brochures, and handbooks that was learned or obtained 
by you in the course of your employment by the Company, and all other documents relating to the Company or persons doing business 
with the Company that are proprietary to the Company.  

(p) “ Date of Termination ” has the meaning assigned thereto in Section 5 hereof.  

(q) “ Disability ” shall mean your incapacity due to physical or mental illness as defined in the long-term disability plan sponsored by 
the Company or an affiliate of the Company for your benefit and which causes you to be absent from the full-time performance of your 
duties.  

(r) “ Effective Period ” shall mean the period commencing on the date hereof and ending on the third anniversary of the date of this 
Agreement; provided, however , that beginning on the third anniversary of the date of this Agreement and on each one-year anniversary 
thereafter (each such date a “ Renewal Date ”), the Effective Period shall be automatically extended for a period of two years beginning on 
such Renewal Date, unless at least sixty (60) calendar days prior to such Renewal Date, the Company shall give notice that the Effective 
Period shall not be so extended.  

(s) “ Good Reason ” shall mean the occurrence of any of the following events or circumstances:  

(i) a substantial adverse change in your title, position, offices, authority, status, or the nature of your duties or responsibilities 
from those in effect immediately prior to the Change of Control Date, or in the position, level, or status of the person to whom you 
report.  
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(ii) a reduction by the Company in your annual base salary, Target Bonus, or benefits as in effect immediately prior to the 
Change of Control Date or as the same may be increased from time to time thereafter, other than a general reduction in benefits 
applicable across similarly situated executives within the Company;  

(iii) a failure by the Company to pay you material compensation or benefits when due including, without limitation, failure by 
the Company to pay any relocation expenses or Other Benefits accrued prior to the Effective Date;  

(iv) the relocation of the office of the Company where you are principally employed immediately prior to the Change of 
Control Date to a location which is more than forty (40) miles from such office of the Company (except for required travel on the 
Company’s business to an extent substantially consistent with your customary business travel obligations in the ordinary course of 
business prior to the Change of Control Date); or  

(v) any failure by a successor to the Company to assume and agree to perform this Agreement, as contemplated by Section 10
(a) hereof, or any agreement with respect to your outstanding equity awards.  

provided , however , that no event or condition set forth in subparagraphs (i) through (iii) above shall constitute Good Reason unless (x) you give 
the Company written notice of your objection to such event or condition within sixty (60) calendar days of such event or condition and (y) such 
event or condition is not corrected, in all material respects, by the Company within thirty (30) calendar days of its receipt of such notice; and 
provided, further, however , that your mental or physical incapacity following the occurrence of an event described above in subparagraphs 
(i) through (v) above shall not affect your ability to terminate employment for Good Reason and that your death following delivery of a Notice 
of Termination shall not affect your estate’s entitlement to the payments and benefits provided hereunder upon an Involuntary Termination.  

(t) “ Involuntary Termination ” shall mean, during the Change of Control Period, (i) your termination of employment by the 
Company without Cause or (ii) your resignation of employment with the Company for Good Reason.  

(u) “ Net After-Tax Receipt ” shall mean the present value (as determined in accordance with Section 280G(d)(4) of the Code) of a 
Payment net of all taxes imposed on you with respect thereto under Sections 1 and 4999 of the Code and under applicable state and local 
laws, determined by applying the highest marginal rate under Section 1 of the Code and under state and local laws which applied to your 
taxable income for the immediately preceding taxable year, or such other rate(s) as you certify as likely to apply to you in the relevant tax 
year(s).  

(v) “ Notice of Termination ” has the meaning assigned thereto in Section 5 hereof.  
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(w) “ Other Benefits ” means, to the extent not theretofore paid or provided, any other amounts or benefits required to be paid or 
provided to you or that you are eligible to receive under any plan, program, policy, practice, contract or agreement of the Company in 
accordance with such applicable terms at the time of the Date of Termination. Nothing herein shall prohibit the Company from changing, 
modifying, amending, or eliminating any benefit plans in accordance with the terms of such plans prior to the Date of Termination, with or 
without prior notice.  

(x) “ Overpayment ” has the meaning assigned thereto in Section 9 hereof.  

(y) “ Pro Rata Bonus ” means a pro rata portion of your Bonus Opportunity for the performance year in which the Date of 
Termination occurs, calculated based on the number of days that you are employed in the performance year up through and including the 
Date of Termination.  

(z) “ Payment ” has the meaning assigned thereto in Section 9 hereof.  

(aa) “ Reduced Amount ” shall mean $1,000.00 less than the greatest amount of COC Payments that can be paid that would not result 
in the imposition of the excise tax under Section 4999 of the Code.  

(bb) “ Target Bonus ” for any year means your total cash target, but not maximum, bonus for that year, on the assumption that the 
Company has achieved, but not exceeded, all applicable performance targets and that you have achieved, but not exceeded, all applicable 
individual performance criteria.  

(cc) “ Underpayment ” has the meaning assigned thereto in Section 9 hereof.  

(dd) “ Tax Authority ” has the meaning assigned thereto in Section 9 hereof.  

12. Notice . For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in 
writing and shall be deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage 
prepaid, addressed to the Board of Directors, LKQ Corporation, 120 North LaSalle Street, Suite 3300, Chicago, IL 60602, with a copy to the 
General Counsel of the Company, or to you at the address set forth on the first page of this Agreement or to such other address as either party 
may have furnished to the other in writing in accordance herewith, except that notice of change of address shall be effective only upon receipt.  

13. Release . As a condition to receiving any payments or benefits pursuant to this Agreement by reason of your death, Disability or 
Involuntary Termination, you (or in the case of your death, the executor of your estate) must execute a waiver and release of claims, including 
confidentiality and non-disparagement covenants, substantially in the form approved by the Company prior to the Change of Control Date (as set 
forth on Exhibit A attached hereto) (a “ Waiver and Release ”), and such Waiver and Release must be delivered to the Company no later than 60 
days after the end of your taxable year in which occurs the later of (i) the Change of Control Date or (ii) the termination of your employment 
with the Company.  
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14. Arbitration . Any dispute or controversy arising under or in connection with this Agreement that cannot be mutually resolved by 
the parties hereto shall be settled exclusively by arbitration in Chicago, Illinois under the employment arbitration rules of the American 
Arbitration Association before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by the Company and you, or, 
if the Company and you cannot agree on the selection of the arbitrator, such arbitrator shall be selected by the American Arbitration Association. 
Judgment may be entered on the arbitrator’s award in any court having jurisdiction. The parties hereby agree that the arbitrator shall be 
empowered to enter an equitable decree mandating specific enforcement of the terms of this Agreement. The Company agrees to pay as incurred, 
to the fullest extent permitted by law, the costs and fees of the arbitration, including all legal fees and expenses which you may reasonably incur 
as a result of any contest (regardless of the outcome thereof) by the Company, you or others of the validity or enforceability of, or liability under, 
any provision of this Agreement (including as a result of any contest by you about the amount of any payment pursuant to this Agreement), plus 
in each case interest on any delayed payment at the applicable Federal rate provided for in Section 7872(f)(2)(A) of the Code.  

15. Miscellaneous .  

(a) Amendments, Waivers, Etc . No provision of this Agreement may be modified, waived or discharged unless such waiver, 
modification or discharge is agreed to in writing. No waiver by either party hereto at any time of any breach by the other party hereto of, or 
compliance with, any condition or provision of this Agreement to be performed by such other party shall be deemed a waiver of similar or 
dissimilar provisions or conditions at the same or at any prior or subsequent time. No agreements or representations, oral or otherwise, 
express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this 
Agreement and this Agreement shall supersede all prior agreements, negotiations, correspondence, undertakings and communications of 
the parties, oral or written, with respect to the subject matter hereof.  

(b) Validity . The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of 
any other provision of this Agreement, which shall remain in full force and effect.  

(c) Counterparts . This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of 
which together will constitute one and the same instrument.  

(d) No Contract of Employment . Nothing in this Agreement shall be construed as giving you any right to be retained in the employ 
of the Company or shall affect the terms and conditions of your employment with the Company prior to the commencement of the Change 
of Control Period.  

(e) Withholding . Amounts paid to you hereunder shall be subject to all applicable federal, state and local withholding taxes.  
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(f) Source of Payments . All payments provided under this Agreement shall be paid in cash from the general funds of the Company, 
and no special or separate fund shall be established, and no other segregation of assets made, to assure payment. You will have no right, 
title or interest whatsoever in or to any investments which the Company may make to aid it in meeting its obligations hereunder. To the 
extent that any person acquires a right to receive payments from the Company hereunder, such right shall be no greater than the right of an 
unsecured creditor of the Company.  

(g) Headings . The headings contained in this Agreement are intended solely for convenience of reference and shall not affect the 
rights of the parties to this Agreement.  

(h) Governing Law . This Agreement shall be subject to the laws of the state of Delaware, without regard to conflicts of law.  

(i) Effect on Benefit Plans . In the event of any inconsistency between the provisions of this agreement and the provisions of any 
benefit plan of the Company, the provisions that are more favorable to you shall control.  

*    *    *    *    *  

By signing below, you acknowledge that this Agreement sets forth our agreement on the subject matter hereof. Kindly sign and 
return to the Company the enclosed copy of this letter which will then constitute our agreement on this subject.  
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Sincerely, 

LKQ CORPORATION 

By:   /s/ Victor M. Casini 
Name:   Victor M. Casini 
Title:   Senior Vice President and General Counsel 

Agreed to as of this 6 day of December, 2010 

/s/ Walter P. Hanley 
Walter P. Hanley, 
Senior Vice President of Development and Associate 
General Counsel 

th 



EXHIBIT A  

WAIVER AND GENERAL RELEASE AGREEMENT  

This Waiver and Release Agreement (this “ Release ”) is entered into as of the date indicated on the signature page of this Release by 
and between LKQ Corporation, a Delaware corporation (the “ Company ”) and                      (“ Employee ”). Employee has been employed by 
the Company, and the parties are entering into this Release because the employment relationship is ending, without fault or wrongdoing on the 
part of either the Company or Employee, who agree as follows:  

1. Release . (a) In exchange for the valuable consideration set forth in the Change of Control Agreement dated as of                      , 20 
         (the “ Letter Agreement ”), between Employee and the Company, the receipt and adequacy of which are herein acknowledged, Employee 
hereby agrees to release and forever discharge the Company and its present, former and future partners, shareholders, affiliates, direct and 
indirect parents, subsidiaries, successors, directors, officers, employees, agents, attorneys, heirs and assigns (the “ Released Parties ”), from any 
and all claims, actions and causes of action (the “ Claims ”) arising out of (i) his employment relationship with and service as an employee of the 
Company and its affiliates, and the termination of such relationship or service, or (ii) any event, condition, circumstance or obligation that 
occurred, existed or arose on or prior to the date hereof, including, but not limited to any Claims under Title VII of the Civil Rights Act of 1964, 
the Rehabilitation Act of 1973, the Americans With Disabilities Act of 1990, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the 
Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act of 1993, the California Fair Employment and Housing 
Act; the California Workers’ Compensation Act; the California Unruh and Ralph Civil Rights Laws; the California Alcohol and Drug 
Rehabilitation Law and any other federal, state or local law, statute, regulation or ordinance, or law of any foreign jurisdiction, whether such 
Claim arises under statute or common law and whether or not Employee is presently aware of the existence of such Claim. Employee also 
forever releases, discharges and waives any right he may have to recover in any proceeding brought by any federal, state or local agency against 
the Released Parties to enforce any laws. To ensure that this Release is fully enforceable in accordance with its terms, Employee agrees to waive 
any and all rights to any Claims, whether or not he knows or suspects them to exist in his favor, which if known to him would have materially 
affected his execution of this Release. Notwithstanding the foregoing, this Release does not apply to Employee’s rights, claims, or benefits under 
the Letter Agreement or to Employee’s rights, if any, to payment of benefits pursuant to any employee benefit plan.  

(b) To ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any and all 
rights under Section 1542 of the California Civil Code (to the extent applicable) as it exists from time to time, which provides:  

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the 
release, which if known by him must have materially affected his settlement with the debtor.  
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In addition, to ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any 
protection that may exist under any comparable or similar statute and under any principle of common law of the United States or any 
and all States.  

EMPLOYEE UNDERSTANDS THAT, BY SIGNING THIS RELEASE,  EMPLOYEE WILL HAVE WAIVED ANY RIGHT 
THAT HE MAY HAVE TO BRING A LAWSUIT OR MAKE ANY CLA IM AGAINST THE COMPANY AND THE RELEASED 
PARTIES BASED ON ANY ACT OR OMISSIONS BY THEM UP TO  THE DATE OF SIGNING THIS AGREEMENT.  

(c) In further consideration of the payments and benefits provided to Employee under the Letter Agreement, Employee 
hereby releases and forever discharges the Released Parties from any and all Claims that he may have as of the date he signs this 
Release arising under the federal Age Discrimination in Employment Act of 1967, as amended, and the applicable rules and regulations 
promulgated thereunder (“ ADEA ”). By signing this Release, Employee hereby acknowledges and confirms the following: (i) he was 
advised by the Company in connection with his termination to consult with an attorney of his choice prior to signing this Release and to 
have such attorney explain to him the terms of this Release, including, without limitation, the terms relating to his release of claims 
arising under the ADEA; (ii) if Employee is 40 years of age or older as of the date of execution of this Release, he was given a period of 
not fewer than 21 calendar days to consider the terms of this Release and to consult with an attorney of his choosing with respect 
thereto; and (iii) he is providing the release and discharge set forth in this Paragraph 1(c) only in exchange for consideration in addition 
to anything of value to which he is already entitled.  

2. No Legal Claim . Employee has not commenced any legal action, which term includes, without limitation, any demand for 
arbitration proceedings and any charge, complaint, filing or submission with any federal, state or local agency, court or other tribunal, to assert 
any Claim against a Released Party, and covenants and agrees not to do so in the future with respect to the matters released herein. If Employee 
commences or joins any legal action against a Released Party, Employee agrees that such an action is prohibited by this Release, and further 
agrees to promptly indemnify such Released Party for its reasonable costs and attorneys fees incurred in defending such action as well as forfeit 
or return any monetary judgment obtained by Employee against any Released Party in such action. Nothing in this Paragraph 2 is intended to 
reflect any party’s belief that Employee’s waiver of claims under the ADEA is invalid or unenforceable under this Release, it being the intent of 
the parties that such claims are waived.  

3. Nondisparagement . Employee agrees to refrain, except as required by law or in connection with a judicial proceeding, from 
making directly or indirectly, now or at any time in the future, any written or oral statements, representations or other communications that 
disparage or are otherwise damaging to the business or reputation of the Released Parties.  
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4. Continuing Obligations . This Release shall not supersede any continuing obligations Employee may have under the terms of the 
Letter Agreement or any other agreement between Employee and the Company.  

5. Disclaimer . Employee hereby certifies that Employee has read the terms of this Release, that Employee has been advised by the 
Company to consult with an attorney of Employee’s own choice prior to executing this Release, that Employee has had an opportunity to do so, 
and that Employee understands the provisions and consequences of this Release. Employee further certifies that the Company has not made any 
representation to Employee concerning this Release other than those contained herein.  

6. Governing Law . This Release will be governed by and construed in accordance with the laws of the State of Delaware.  

7. Separability of Clauses . If any provisions of this Release shall be finally determined to be invalid or unenforceable under 
applicable law by a court of competent jurisdiction, that part shall be ineffective to the extent of such invalidity or unenforceability only, without 
in any way affecting the remaining provisions of this Release.  

8. Counterparts . This Release may be executed by the parties hereto in counterparts, each of which shall be deemed an original, but 
both such counterparts shall together constitute one and the same document.  

9. Effectiveness . This Release shall be effective only when it has been executed by Employee and the executed original has been 
returned to the Company, and any applicable revocation period has expired.  
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IN WITNESS WHEREOF, the Company has caused this Release to be signed by its duly authorized officer, and Employee has 
executed this Release as of the day and year indicated below Employee’s signature.  
   

If Employee is 40 years of age or older as of the date of execution of this Release, Employee shall have the right to revoke this Release 
during the seven-day period (the “ Revocation Period ”) commencing immediately following the date he signs and delivers this Release 
to the Company. The Revocation Period shall expire at 5:00 p.m. [INSERT TIME ZONE] Time on the last day of the Revocation 
Period; provided , however , that if such seventh day is not a business day, the Revocation Period shall extend to 5:00 p.m. on the next 
succeeding business day. In the event Employee revokes this Release, all obligations of the Company under this Release and under any 
agreement which are conditional upon this Release shall terminate and be of no further force and effect as of the date of such 
revocation. No such revocation by Employee shall be effective unless it is in writing and signed by him and received by the Company 
prior to the expiration of the Revocation Period at the following address:  
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LKQ CORPORATION 

By:     
  Name: 
  Title: 

LKQ Corporation 
ATTN: General Counsel 
120 North LaSalle Street, Suite 3300 
Chicago, IL 60602 

I HAVE READ AND AGREE TO THIS RELEASE: 

    
Name: 
Date: 



Exhibit 10.23 

CONFIDENTIAL 

Change of Control Agreement  

December 6, 2010  

Victor M. Casini  
676 North Michigan Avenue  
Suite 4000  
Chicago, Illinois 60611  

Dear Mr. Casini:  

LKQ Corporation, a Delaware corporation (the “ Company ”), considers it essential to the best interests of its stockholders to take 
reasonable steps to retain key management personnel. Further, the Board of Directors of the Company (the “ Board ”) recognizes that the 
uncertainty and questions that might arise among management in the context of any possible Change of Control (as defined below) of the 
Company could result in the departure or distraction of management personnel to the detriment of the Company and its stockholders.  

In order to reinforce and encourage your continued attention and dedication to your assigned duties without distraction in the face of 
potentially disturbing circumstances arising from any possible Change of Control, the Company has determined to enter into this letter 
agreement (the “ Agreement ”), which addresses the terms and conditions of your separation from the Company in connection with a Change of 
Control or within two (2) years following the Change of Control Date (the “ Change of Control Period ”). Capitalized words that are not 
otherwise defined herein shall have the meanings assigned to those words in Section 11 hereof.  

1. Operation of Agreement . The provisions of this Agreement pertaining to the terms and conditions of your separation from the 
Company in connection with a Change in Control (collectively, the “ Severance Provisions ”) shall apply only if a Change of Control occurs 
during the Effective Period. If a Change of Control occurs during the Effective Period, the Severance Provisions become effective on the date of 
the Change of Control (the “ Change of Control Date ”). Notwithstanding the foregoing, if (a) a Change of Control occurs during the Effective 
Period; and (b) your employment with the Company is terminated during the Effective Period, but within twelve (12) months prior to the date on 
which the Change of Control occurs; and (c) it is reasonably demonstrated by you that such termination of employment (i) was at the request of a 
third party that has taken steps reasonably calculated to effect a Change of Control or (ii) otherwise arose in connection with or in anticipation of 
a Change of Control, then the “ Change of Control Date ” shall mean the date immediately prior to the date of such termination of employment. 
This Agreement will remain in effect until the later of (x) the last day of the Effective Period; or (y) if a Change of Control occurs during the 
Effective Period, the date on which all benefits due to you under this Agreement, if any, have been paid.  



2. Termination of Employment by Reason of Death or Disability . Your employment shall terminate automatically if you die during 
the Change of Control Period. If the Company determines in good faith that you incurred a Disability during the Change of Control Period, it 
may give you written notice, in accordance with Section 5 hereof, of its intention to terminate your employment. In such event, your 
employment with the Company shall terminate effective on the thirtieth (30) calendar day after your receipt of such notice if you have not 
returned to full-time duties within thirty (30) calendar days after such receipt. If your employment is terminated for death or Disability during the 
Change of Control Period, this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay 
to you or your representative, as applicable, the following amounts:  

(a) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release:  

(b) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (i) fifteen (15) calendar 
days following the Date of Termination or (ii) the effective date of the Waiver and Release; and  

(c) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs, policies, 
arrangements or agreements.  

3. Termination for Cause; Resignation Other Than for Good Reason . If your employment is terminated for Cause or you resign for 
other than Good Reason during the Change of Control Period, your employment will terminate on the Date of Termination in accordance with 
Section 5 hereof and this Agreement shall terminate without further obligations on the part of the Company other than the obligation to pay to 
you the following:  

(a) the Accrued Obligations, which shall be paid to you in a single sum payment within thirty (30) calendar days of the Date of 
Termination; and  

(b) the Other Benefits, which shall be paid in accordance with the terms and conditions of such plans, programs or policies.  

4. Termination as a Result of an Involuntary Termination . In the event that your employment with the Company should terminate 
during the Change of Control Period as a result of an Involuntary Termination, the Company will be obligated, except as provided in Section 8 
or Section 9 hereof, to provide you the following benefits:  

(a) Severance Payment . The Company shall pay to you the following amounts:  

(i) the Accrued Obligations, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  

(ii) the Pro Rata Bonus, which shall be paid to you in a single sum cash payment no later than the later of (A) fifteen 
(15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release;  
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(iii) an amount equal to the product of (A) 2.0 times (B) the sum of (1) your Adjusted Base Salary plus (2) the greater of 
(x) your Target Bonus or (y) the average of the annual bonuses paid or to be paid to you with respect to the immediately preceding 
three (3) fiscal years, which amount shall be paid to you in a single sum cash payment no later than the later of (i) fifteen 
(15) calendar days following the Date of Termination or (ii) the effective date of the Waiver and Release;  

(iv) if you had previously consented to the Company’s request to relocate your principal place of employment more than forty 
(40) miles from its location immediately prior to the Change of Control Date, all unreimbursed relocation expenses incurred by you 
in accordance with the Company’s relocation policies, which expenses shall be paid to you in a single sum cash payment no later 
than the later of (A) fifteen (15) calendar days following the Date of Termination or (B) the effective date of the Waiver and Release; 
and  

(v) the Other Benefits, which shall be paid in accordance with the then-existing terms and conditions of such plans, programs or 
policies.  

(b) Benefit Continuation . You and your then eligible dependents shall continue to be covered by and participate in the group health 
and dental care plans (collectively, “ Health Plans ”) of the Company (at the Company’s cost) in which you participated, or were eligible to 
participate, immediately prior to the Date of Termination through the end of the Benefit Continuation Period; provided , however , that any 
medical or dental welfare benefit otherwise receivable by you hereunder shall be reduced to the extent that you become covered under a 
group health or dental care plan providing comparable medical and health benefits. You shall be eligible to participate in such Health Plans 
on terms that are at least as favorable as those in effect immediately prior to the Date of Termination. However, in the event that the terms 
of the Company’s Health Plans do not permit you to participate in those plans (other than pursuant to an election under the Consolidated 
Omnibus Budget Reconciliation Act of 1985 (“ COBRA ”)), in lieu of your and your eligible dependent’s coverage and participation under 
the Company’s Health Plans, the Company shall pay to you within thirty (30) calendar days of the Date of Termination a lump sum equal 
to two (2) times your monthly COBRA premium amount for the number of months remaining in the Benefit Continuation Period. In 
addition, for the purposes of coverage under COBRA, your COBRA event date will be the date of loss of coverage described in this 
paragraph above.  

(c) Outplacement Services . The Company shall, at its sole expense as incurred, provide you with outplacement services on such 
terms and conditions as may be reasonably determined by the Company prior to the Change of Control Date.  

(d) Acceleration of Stock Awards . All your outstanding awards of restricted stock, stock options, and other equity-based 
compensation shall become fully vested and exercisable in full immediately upon the Date of Termination; provided, however, that any 
such awards that would be out of the money as of the Date of Termination may be terminated pursuant to Section 9(b) hereof. In addition, 
all your outstanding awards of restricted stock, stock options, and other equity-based compensation that are not assumed or substituted with 
awards of equivalent value in connection with a Change of Control shall become fully vested and exercisable in full immediately upon the 
Change of Control Date.  
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5. Date and Notice of Termination . Any termination of your employment by the Company or by you during the Change of Control 
Period shall be communicated by a notice of termination to the other party hereto (the “ Notice of Termination ”). The Notice of Termination 
shall indicate the specific termination provision in this Agreement relied upon and shall set forth in reasonable detail the facts and circumstances 
claimed to provide a basis for termination of your employment under the provision so indicated. The date of your termination of employment 
with the Company (the “ Date of Termination ”) shall be determined as follows: (i) if your employment is terminated for Disability, thirty 
(30) calendar days after a Notice of Termination is received by you (provided that you shall not have returned to the full-time performance of 
your duties during such thirty (30) calendar day period), (ii) if your employment is terminated by the Company in an Involuntary Termination, 
the later of the date specified in the Notice of Termination or five (5) calendar days after the date the Notice of Termination is received by you, 
(iii) if you terminate your employment for Good Reason, five (5) calendar days after the date the Notice of Termination is received by the 
Company, and (iv) if your employment is terminated by the Company for Cause, the later of the date specified in the Notice of Termination or 
five (5) calendar days following the date such notice is received by you. The Date of Termination for a resignation of employment other than for 
Good Reason shall be the date set forth in the applicable notice.  

6. No Mitigation or Offset; D&O Insurance .  

(a) No Mitigation or Offset . You shall not be required to mitigate the amount of any payment provided for herein by seeking other 
employment or otherwise, nor shall the amount of any payment or benefit provided for herein be reduced by any compensation earned by 
you as the result of employment by another employer.  

(b) D&O Insurance, and Indemnification . Through at least the sixth anniversary of the Date of Termination, the Company shall 
maintain coverage for you as a named insured on all directors’ and officers’ insurance maintained by the Company for the benefit of its 
directors and officers on at least the same basis as all other covered individuals and provide you with at least the same corporate 
indemnification as it provides to other senior executives.  

7. Confidentiality . You agree to treat all Confidential Information as confidential information entrusted to you solely for use as an 
employee of the Company, and shall not divulge, reveal or transmit any Confidential Information in any way to persons not employed by the 
Company at any time from the date hereof until the end of time, whether or not you continue to be an employee of the Company, unless 
authorized in writing by the Company.  

8. Code Section 409A . This Agreement is intended to comply with the provisions of Section 409A of the Code and this Agreement 
should be interpreted accordingly; the parties intend that any payments hereunder that would otherwise be subject to Section 409A shall be made 
within the short-term deferral period provided in the Treasury Regulations adopted pursuant to Section 409A. Without limiting any of the 
foregoing and notwithstanding anything to the contrary contained herein, if you are a “specified employee,” as defined in Section 409A of the 
Code, at the time you would otherwise be entitled to receive any specific payment hereunder, no distributions shall be made with respect to that 
specific payment until the earliest date permitted by Section 409A(a)(2) of the Code. All other payments that do not result in any additional 
payments, liability or penalties under the Code shall be made as specified.  
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9. Certain Reduction of Payments by the Company .  

(a) Best Net . Anything in this Agreement to the contrary notwithstanding, in the event that the independent auditors of the Company 
(the “ Accounting Firm ”) determine that receipt of all payments or distributions in the nature of compensation to or for your benefit, 
whether paid or payable pursuant to this Agreement or otherwise (“ Payments ”), would subject you to tax under Section 4999 of the Code, 
the Payments paid or payable pursuant to this Agreement (the “ COC Payments ”), including payments made with respect to equity-based 
compensation accelerated pursuant to Section 4(d) hereof, but excluding payments made with respect to Sections 4(a)(i) and 4(a)(ii) hereof 
(except as provided below), may be reduced (but not below zero) to the Reduced Amount, but only if the Accounting Firm determines that 
the Net After-Tax Receipt of unreduced aggregate Payments would be equal to or less than the Net After-Tax Receipt of the aggregate 
Payments as if the COC Payments were reduced to the Reduced Amount. If such a determination is not made by the Accounting Firm, you 
shall receive all COC Payments to which you are entitled under this Agreement.  

(b) Reduced Amount . If the Accounting Firm determines that COC Payments should be reduced to the Reduced Amount, the 
Company shall promptly give you notice to that effect and a copy of the detailed calculation thereof. Absent manifest error, all 
determinations made by the Accounting Firm under this Section 9 shall be binding upon you and the Company and shall be made as soon 
as reasonably practicable and in no event later than twenty (20) business days following the Change of Control Date, or such later date on 
which there has been a Payment. For purposes of reducing the COC Payments to the Reduced Amount, only amounts payable under this 
Agreement (and no other Payments) shall be reduced. The reduction of the COC Payments, if applicable, shall be made by reducing the 
payments and benefits hereunder in the following order, and only to the extent necessary to achieve the Reduced Amount:  

The Company shall reduce or eliminate the COC Payments, by first reducing or eliminating the portion of the COC Payments which 
are not payable in cash and then by reducing or eliminating cash payments, in each case in reverse order beginning with payments or 
benefits which are to be paid the farthest in time from the determination.  

All fees and expenses of the Accounting Firm in implementing the provisions of this Section 9 shall be borne by the Company. To the 
extent requested by you, the Company shall cooperate with you in good faith in valuing services provided or to be provided by you 
(including without limitation, your agreeing to refrain from performing services pursuant to a covenant not to compete or similar covenant) 
before, on or after the date of a change in ownership or control of the Company (within the meaning of Q&A-2(b) of the Treasury 
Regulations adopted under Section 280G of the Code (the “ Regulations ”)), such that payments in respect of such services may be 
considered reasonable compensation within the meaning of Q&A-9 and Q&A-40 to Q&A-44 of the Regulations and/or exempt from the 
definition of the term “parachute payment” within the meaning of Q&A-2(a) of the Regulations in accordance with Q&A-5(a) of the 
Regulations.  
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(c) Subsequent Adjustment . As a result of the uncertainty in the application of Section 4999 of the Code at the time of the initial 
determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the Company to you or 
for your benefit pursuant to this Agreement which should not have been so paid or distributed (“ Overpayment ”) or that additional 
amounts which will have not been paid or distributed by the Company to you or for your benefit pursuant to this Agreement could have 
been so paid or distributed (“ Underpayment ”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the 
event that the Accounting Firm, based upon the assertion of a deficiency by the Internal Revenue Service against either the Company or 
you that the Accounting Firm believes has a high probability of success, determines that an Overpayment has been made, you shall pay any 
such Overpayment to the Company; provided , however , that no amount shall be payable by you to the Company if and to the extent such 
payment would not either reduce the amount of taxes to which you are subject under Sections 1 and 4999 of the Code or generate a refund 
of such taxes. In the event that the Accounting Firm, based upon controlling precedent or substantial authority, determines that an 
Underpayment has occurred, any such Underpayment shall be paid promptly (and in no event later than sixty (60) days following the date 
on which the Underpayment is determined) by the Company to you or for your benefit.  

10. Successors; Binding Agreement .  

(a) Assumption by Successor . The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business or assets of the Company expressly to assume and to agree to perform 
its obligations under this Agreement in the same manner and to the same extent that the Company would be required to perform such 
obligations if no such succession had taken place; provided , however , that no such assumption shall relieve the Company of its 
obligations hereunder. As used herein, the “ Company ” shall mean the Company as hereinbefore defined and any successor to its business 
or assets as aforesaid which assumes and agrees to perform its obligations by operation of law or otherwise.  

(b) Enforceability; Beneficiaries . This Agreement shall be binding upon and inure to the benefit of you (and your personal 
representatives and heirs) and the Company and any organization which succeeds to substantially all of the business or assets of the 
Company, whether by means of merger, consolidation, acquisition of all or substantially all of the assets of the Company or otherwise, 
including, without limitation, as a result of a Change of Control or by operation of law. This Agreement shall inure to the benefit of and be 
enforceable by your personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If 
you should die while any amount would still be payable to you hereunder if you had continued to live, all such amounts, unless otherwise 
provided herein, shall be paid in accordance with the terms of this Agreement to your devisee, legatee or other designee or, if there is no 
such designee, to your estate.  
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11. Definitions . For purposes of this Agreement, the following capitalized terms have the meanings set forth below:  

(a) “ Accounting Firm ” has the meaning assigned thereto in Section 9 hereof.  

(b) “ Accrued Obligations ” shall mean all compensation earned or accrued through the Termination Date but not paid as of the 
Termination Date, including base salary, bonus for the prior performance year, accrued but unused vacation, and reimbursement of 
business expenses accrued in accordance with the Company’s business expense reimbursement policies.  

(c) “ Adjusted Base Salary ” means the greater of your base salary in effect immediately prior to (i) the Change of Control Date 
or (ii) the Date of Termination.  

(d) “ Agreement ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(e) “ Benefit Continuation Period ” means the period beginning on the Date of Termination and ending on the last day of the 
month in which occurs the earlier of (i) the 24-month anniversary of the Date of Termination and (ii) the date on which you elect 
coverage for you and your covered dependents under substantially comparable benefit plans of a subsequent employer.  

(f) “ Board ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(g) “ Bonus Opportunity ” for any performance year means your maximum cash bonus opportunity for that year, on the 
assumption that the Company achieves all applicable performance targets and that you achieve all applicable individual performance 
criteria.  

(h) “ Cause ” shall mean (i) your engaging in willful and continued failure to substantially perform your material duties with 
the Company (other than due to becoming Disabled); provided, however , that the Company shall have provided you with written 
notice of such failure and such failure is not cured by you within twenty (20) calendar days of such notice; (ii) your engaging in 
misconduct that is materially and demonstrably injurious to the Company; (iii) your conviction of, or plea of no contest to, a felony, 
other crime of moral turpitude; or (iv) a final non-appealable adjudication in a criminal or civil proceeding that you have committed 
fraud. For purposes of the previous sentence, no act or failure to act on your part shall be deemed “willful” if it is done, or omitted to 
be done, by you in good faith and with a reasonable belief that it was in the best interest of the Company.  

   
7  



(i) “ Change of Control ” shall mean:  

(i) any “person” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”)) becomes the beneficial owner (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or 
more of either (A) the then-outstanding shares of common stock of the Company (the “Outstanding Company Common Stock”) or 
(B) the combined voting power of the then-outstanding voting securities of the Company entitled to vote generally in the election of 
directors (the “Outstanding Company Voting Securities”); provided, however, that, for purposes of this Section, the following 
acquisitions shall not constitute a Change of Control: (i) any acquisition directly from the Company, (ii) any acquisition by the 
Company, (iii) any acquisition by any employee benefit plan (or related trust) sponsored or maintained by the Company, or (iv) any 
acquisition pursuant to a transaction that complies with Sections 11(i)(iii)(A), (B), and (C);  

(ii) during any period of two consecutive years (not including any period prior to the Effective Date), individuals who at the 
beginning of such period constituted the Board and any new directors, whose election by the Board or nomination for election by the 
Company’s stockholders was approved by a vote of at least three-fourths of the directors then still in office who either were directors 
at the beginning of the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof; or  

(iii) there is a consummation of a reorganization, merger, statutory share exchange or consolidation or similar transaction 
involving the Company or any of its subsidiaries, a sale or other disposition of all or substantially all of the assets of the Company, or 
the acquisition of assets or stock of another entity by the Company or any of its subsidiaries (each, a “Business Combination”), in 
each case unless, following such Business Combination, (A) all or substantially all of the individuals and entities that were the 
beneficial owners of the Outstanding Company Common Stock and the Outstanding Company Voting Securities immediately prior 
to such Business Combination beneficially own, directly or indirectly, more than 50% of the then-outstanding shares of common 
stock (or, for a non-corporate entity, equivalent securities) and the combined voting power of the then-outstanding voting securities 
entitled to vote generally in the election of directors (or, for a non-corporate entity, equivalent governing body), as the case may be, 
of the entity resulting from such Business Combination (including, without limitation, an entity that, as a result of such transaction, 
owns the Company or all or substantially all of the Company’s assets either directly or through one or more subsidiaries) in 
substantially the same proportions as their ownership immediately prior to such Business Combination of the Outstanding Company 
Common Stock and the Outstanding Company Voting Securities, as the case may be, (B) no Person (excluding any corporation 
resulting from such Business Combination or any employee benefit plan (or related trust) of the Company or such corporation 
resulting from such Business Combination) beneficially owns, directly or indirectly, 30% or more of, respectively, the then-
outstanding shares of common stock of the corporation resulting from such Business Combination or the combined voting power of 
the then-outstanding voting securities of such corporation, except to the extent that such ownership existed prior to the Business 
Combination, and (C) at least a majority of the members of the board of directors (or, for a non-corporate entity, equivalent 
governing body) of the entity resulting from such Business Combination were members of the incumbent Board at the time of the 
execution of the initial agreement or of the action of the Board providing for such Business Combination.  
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(j) “ Change of Control Date ” has the meaning assigned thereto in Section 1 hereof.  

(k) “ Change of Control Period ” has the meaning assigned thereto in the second introductory paragraph hereof.  

(l) “ COC Payments ” has the meaning assigned thereto in Section 9 hereof.  

(m) “ Code ” shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.  

(n) “ Company ” has the meaning assigned thereto in the first introductory paragraph hereof.  

(o) “ Confidential Information ” shall mean all financial information, trade secrets, personnel records, training and operational 
manuals, records, contracts, lists, business procedures, business methods, accounts, brochures, and handbooks that was learned or obtained 
by you in the course of your employment by the Company, and all other documents relating to the Company or persons doing business 
with the Company that are proprietary to the Company.  

(p) “ Date of Termination ” has the meaning assigned thereto in Section 5 hereof.  

(q) “ Disability ” shall mean your incapacity due to physical or mental illness as defined in the long-term disability plan sponsored by 
the Company or an affiliate of the Company for your benefit and which causes you to be absent from the full-time performance of your 
duties.  

(r) “ Effective Period ” shall mean the period commencing on the date hereof and ending on the third anniversary of the date of this 
Agreement; provided, however , that beginning on the third anniversary of the date of this Agreement and on each one-year anniversary 
thereafter (each such date a “ Renewal Date ”), the Effective Period shall be automatically extended for a period of two years beginning on 
such Renewal Date, unless at least sixty (60) calendar days prior to such Renewal Date, the Company shall give notice that the Effective 
Period shall not be so extended.  

(s) “ Good Reason ” shall mean the occurrence of any of the following events or circumstances:  

(i) a substantial adverse change in your title, position, offices, authority, status, or the nature of your duties or responsibilities 
from those in effect immediately prior to the Change of Control Date, or in the position, level, or status of the person to whom you 
report.  
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(ii) a reduction by the Company in your annual base salary, Target Bonus, or benefits as in effect immediately prior to the 
Change of Control Date or as the same may be increased from time to time thereafter, other than a general reduction in benefits 
applicable across similarly situated executives within the Company;  

(iii) a failure by the Company to pay you material compensation or benefits when due including, without limitation, failure by 
the Company to pay any relocation expenses or Other Benefits accrued prior to the Effective Date;  

(iv) the relocation of the office of the Company where you are principally employed immediately prior to the Change of 
Control Date to a location which is more than forty (40) miles from such office of the Company (except for required travel on the 
Company’s business to an extent substantially consistent with your customary business travel obligations in the ordinary course of 
business prior to the Change of Control Date); or  

(v) any failure by a successor to the Company to assume and agree to perform this Agreement, as contemplated by Section 10
(a) hereof, or any agreement with respect to your outstanding equity awards.  

provided , however , that no event or condition set forth in subparagraphs (i) through (iii) above shall constitute Good Reason unless (x) you give 
the Company written notice of your objection to such event or condition within sixty (60) calendar days of such event or condition and (y) such 
event or condition is not corrected, in all material respects, by the Company within thirty (30) calendar days of its receipt of such notice; and 
provided, further, however , that your mental or physical incapacity following the occurrence of an event described above in subparagraphs 
(i) through (v) above shall not affect your ability to terminate employment for Good Reason and that your death following delivery of a Notice 
of Termination shall not affect your estate’s entitlement to the payments and benefits provided hereunder upon an Involuntary Termination.  

(t) “ Involuntary Termination ” shall mean, during the Change of Control Period, (i) your termination of employment by the 
Company without Cause or (ii) your resignation of employment with the Company for Good Reason.  

(u) “ Net After-Tax Receipt ” shall mean the present value (as determined in accordance with Section 280G(d)(4) of the Code) of a 
Payment net of all taxes imposed on you with respect thereto under Sections 1 and 4999 of the Code and under applicable state and local 
laws, determined by applying the highest marginal rate under Section 1 of the Code and under state and local laws which applied to your 
taxable income for the immediately preceding taxable year, or such other rate(s) as you certify as likely to apply to you in the relevant tax 
year(s).  

(v) “ Notice of Termination ” has the meaning assigned thereto in Section 5 hereof.  
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(w) “ Other Benefits ” means, to the extent not theretofore paid or provided, any other amounts or benefits required to be paid or 
provided to you or that you are eligible to receive under any plan, program, policy, practice, contract or agreement of the Company in 
accordance with such applicable terms at the time of the Date of Termination. Nothing herein shall prohibit the Company from changing, 
modifying, amending, or eliminating any benefit plans in accordance with the terms of such plans prior to the Date of Termination, with or 
without prior notice.  

(x) “ Overpayment ” has the meaning assigned thereto in Section 9 hereof.  

(y) “ Pro Rata Bonus ” means a pro rata portion of your Bonus Opportunity for the performance year in which the Date of 
Termination occurs, calculated based on the number of days that you are employed in the performance year up through and including the 
Date of Termination.  

(z) “ Payment ” has the meaning assigned thereto in Section 9 hereof.  

(aa) “ Reduced Amount ” shall mean $1,000.00 less than the greatest amount of COC Payments that can be paid that would not result 
in the imposition of the excise tax under Section 4999 of the Code.  

(bb) “ Target Bonus ” for any year means your total cash target, but not maximum, bonus for that year, on the assumption that the 
Company has achieved, but not exceeded, all applicable performance targets and that you have achieved, but not exceeded, all applicable 
individual performance criteria.  

(cc) “ Underpayment ” has the meaning assigned thereto in Section 9 hereof.  

(dd) “ Tax Authority ” has the meaning assigned thereto in Section 9 hereof.  

12. Notice . For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in 
writing and shall be deemed to have been duly given when delivered or mailed by United States registered mail, return receipt requested, postage 
prepaid, addressed to the Board of Directors, LKQ Corporation, 120 North LaSalle Street, Suite 3300, Chicago, IL 60602, with a copy to the 
General Counsel of the Company, or to you at the address set forth on the first page of this Agreement or to such other address as either party 
may have furnished to the other in writing in accordance herewith, except that notice of change of address shall be effective only upon receipt.  

13. Release . As a condition to receiving any payments or benefits pursuant to this Agreement by reason of your death, Disability or 
Involuntary Termination, you (or in the case of your death, the executor of your estate) must execute a waiver and release of claims, including 
confidentiality and non-disparagement covenants, substantially in the form approved by the Company prior to the Change of Control Date (as set 
forth on Exhibit A attached hereto) (a “ Waiver and Release ”), and such Waiver and Release must be delivered to the Company no later than 60 
days after the end of your taxable year in which occurs the later of (i) the Change of Control Date or (ii) the termination of your employment 
with the Company.  
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14. Arbitration . Any dispute or controversy arising under or in connection with this Agreement that cannot be mutually resolved by 
the parties hereto shall be settled exclusively by arbitration in Chicago, Illinois under the employment arbitration rules of the American 
Arbitration Association before one arbitrator of exemplary qualifications and stature, who shall be selected jointly by the Company and you, or, 
if the Company and you cannot agree on the selection of the arbitrator, such arbitrator shall be selected by the American Arbitration Association. 
Judgment may be entered on the arbitrator’s award in any court having jurisdiction. The parties hereby agree that the arbitrator shall be 
empowered to enter an equitable decree mandating specific enforcement of the terms of this Agreement. The Company agrees to pay as incurred, 
to the fullest extent permitted by law, the costs and fees of the arbitration, including all legal fees and expenses which you may reasonably incur 
as a result of any contest (regardless of the outcome thereof) by the Company, you or others of the validity or enforceability of, or liability under, 
any provision of this Agreement (including as a result of any contest by you about the amount of any payment pursuant to this Agreement), plus 
in each case interest on any delayed payment at the applicable Federal rate provided for in Section 7872(f)(2)(A) of the Code.  

15. Miscellaneous .  

(a) Amendments, Waivers, Etc . No provision of this Agreement may be modified, waived or discharged unless such waiver, 
modification or discharge is agreed to in writing. No waiver by either party hereto at any time of any breach by the other party hereto of, or 
compliance with, any condition or provision of this Agreement to be performed by such other party shall be deemed a waiver of similar or 
dissimilar provisions or conditions at the same or at any prior or subsequent time. No agreements or representations, oral or otherwise, 
express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in this 
Agreement and this Agreement shall supersede all prior agreements, negotiations, correspondence, undertakings and communications of 
the parties, oral or written, with respect to the subject matter hereof.  

(b) Validity . The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of 
any other provision of this Agreement, which shall remain in full force and effect.  

(c) Counterparts . This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of 
which together will constitute one and the same instrument.  

(d) No Contract of Employment . Nothing in this Agreement shall be construed as giving you any right to be retained in the employ 
of the Company or shall affect the terms and conditions of your employment with the Company prior to the commencement of the Change 
of Control Period.  

(e) Withholding . Amounts paid to you hereunder shall be subject to all applicable federal, state and local withholding taxes.  
   

12  



(f) Source of Payments . All payments provided under this Agreement shall be paid in cash from the general funds of the Company, 
and no special or separate fund shall be established, and no other segregation of assets made, to assure payment. You will have no right, 
title or interest whatsoever in or to any investments which the Company may make to aid it in meeting its obligations hereunder. To the 
extent that any person acquires a right to receive payments from the Company hereunder, such right shall be no greater than the right of an 
unsecured creditor of the Company.  

(g) Headings . The headings contained in this Agreement are intended solely for convenience of reference and shall not affect the 
rights of the parties to this Agreement.  

(h) Governing Law . This Agreement shall be subject to the laws of the state of Delaware, without regard to conflicts of law.  

(i) Effect on Benefit Plans . In the event of any inconsistency between the provisions of this agreement and the provisions of any 
benefit plan of the Company, the provisions that are more favorable to you shall control.  

*    *    *    *    *  

By signing below, you acknowledge that this Agreement sets forth our agreement on the subject matter hereof. Kindly sign and 
return to the Company the enclosed copy of this letter which will then constitute our agreement on this subject.  
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Sincerely, 

LKQ CORPORATION 

By:   /s/ John S. Quinn 
Name:   John S. Quinn 
Title: 

  

Executive Vice President and Chief 
Financial Officer 

Agreed to as of this 6 day of December, 2010 

/s/ Victor M. Casini 
Victor M. Casini, 
Senior Vice President and General Counsel 
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EXHIBIT A  

WAIVER AND GENERAL RELEASE AGREEMENT  

This Waiver and Release Agreement (this “ Release ”) is entered into as of the date indicated on the signature page of this Release by 
and between LKQ Corporation, a Delaware corporation (the “ Company ”) and                      (“ Employee ”). Employee has been employed by 
the Company, and the parties are entering into this Release because the employment relationship is ending, without fault or wrongdoing on the 
part of either the Company or Employee, who agree as follows:  

1. Release . (a) In exchange for the valuable consideration set forth in the Change of Control Agreement dated as of              , 20          
(the “ Letter Agreement ”), between Employee and the Company, the receipt and adequacy of which are herein acknowledged, Employee hereby 
agrees to release and forever discharge the Company and its present, former and future partners, shareholders, affiliates, direct and indirect 
parents, subsidiaries, successors, directors, officers, employees, agents, attorneys, heirs and assigns (the “ Released Parties ”), from any and all 
claims, actions and causes of action (the “ Claims ”) arising out of (i) his employment relationship with and service as an employee of the 
Company and its affiliates, and the termination of such relationship or service, or (ii) any event, condition, circumstance or obligation that 
occurred, existed or arose on or prior to the date hereof, including, but not limited to any Claims under Title VII of the Civil Rights Act of 1964, 
the Rehabilitation Act of 1973, the Americans With Disabilities Act of 1990, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the 
Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act of 1993, the California Fair Employment and Housing 
Act; the California Workers’ Compensation Act; the California Unruh and Ralph Civil Rights Laws; the California Alcohol and Drug 
Rehabilitation Law and any other federal, state or local law, statute, regulation or ordinance, or law of any foreign jurisdiction, whether such 
Claim arises under statute or common law and whether or not Employee is presently aware of the existence of such Claim. Employee also 
forever releases, discharges and waives any right he may have to recover in any proceeding brought by any federal, state or local agency against 
the Released Parties to enforce any laws. To ensure that this Release is fully enforceable in accordance with its terms, Employee agrees to waive 
any and all rights to any Claims, whether or not he knows or suspects them to exist in his favor, which if known to him would have materially 
affected his execution of this Release. Notwithstanding the foregoing, this Release does not apply to Employee’s rights, claims, or benefits under 
the Letter Agreement or to Employee’s rights, if any, to payment of benefits pursuant to any employee benefit plan.  

(b) To ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any and all 
rights under Section 1542 of the California Civil Code (to the extent applicable) as it exists from time to time, which provides:  

A general release does not extend to claims which the creditor does not know or suspect to exist in his favor at the time of executing the 
release, which if known by him must have materially affected his settlement with the debtor.  
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In addition, to ensure that this Release is fully enforceable in accordance with its terms, Employee hereby agrees to waive any 
protection that may exist under any comparable or similar statute and under any principle of common law of the United States or any 
and all States.  

EMPLOYEE UNDERSTANDS THAT, BY SIGNING THIS RELEASE,  EMPLOYEE WILL HAVE WAIVED ANY RIGHT 
THAT HE MAY HAVE TO BRING A LAWSUIT OR MAKE ANY CLA IM AGAINST THE COMPANY AND THE RELEASED 
PARTIES BASED ON ANY ACT OR OMISSIONS BY THEM UP TO  THE DATE OF SIGNING THIS AGREEMENT.  

(c) In further consideration of the payments and benefits provided to Employee under the Letter Agreement, Employee 
hereby releases and forever discharges the Released Parties from any and all Claims that he may have as of the date he signs this 
Release arising under the federal Age Discrimination in Employment Act of 1967, as amended, and the applicable rules and regulations 
promulgated thereunder (“ ADEA ”). By signing this Release, Employee hereby acknowledges and confirms the following: (i) he was 
advised by the Company in connection with his termination to consult with an attorney of his choice prior to signing this Release and to 
have such attorney explain to him the terms of this Release, including, without limitation, the terms relating to his release of claims 
arising under the ADEA; (ii) if Employee is 40 years of age or older as of the date of execution of this Release, he was given a period of 
not fewer than 21 calendar days to consider the terms of this Release and to consult with an attorney of his choosing with respect 
thereto; and (iii) he is providing the release and discharge set forth in this Paragraph 1(c) only in exchange for consideration in addition 
to anything of value to which he is already entitled.  

2. No Legal Claim . Employee has not commenced any legal action, which term includes, without limitation, any demand for 
arbitration proceedings and any charge, complaint, filing or submission with any federal, state or local agency, court or other tribunal, to assert 
any Claim against a Released Party, and covenants and agrees not to do so in the future with respect to the matters released herein. If Employee 
commences or joins any legal action against a Released Party, Employee agrees that such an action is prohibited by this Release, and further 
agrees to promptly indemnify such Released Party for its reasonable costs and attorneys fees incurred in defending such action as well as forfeit 
or return any monetary judgment obtained by Employee against any Released Party in such action. Nothing in this Paragraph 2 is intended to 
reflect any party’s belief that Employee’s waiver of claims under the ADEA is invalid or unenforceable under this Release, it being the intent of 
the parties that such claims are waived.  

3. Nondisparagement . Employee agrees to refrain, except as required by law or in connection with a judicial proceeding, from 
making directly or indirectly, now or at any time in the future, any written or oral statements, representations or other communications that 
disparage or are otherwise damaging to the business or reputation of the Released Parties.  
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4. Continuing Obligations . This Release shall not supersede any continuing obligations Employee may have under the terms of the 
Letter Agreement or any other agreement between Employee and the Company.  

5. Disclaimer . Employee hereby certifies that Employee has read the terms of this Release, that Employee has been advised by the 
Company to consult with an attorney of Employee’s own choice prior to executing this Release, that Employee has had an opportunity to do so, 
and that Employee understands the provisions and consequences of this Release. Employee further certifies that the Company has not made any 
representation to Employee concerning this Release other than those contained herein.  

6. Governing Law . This Release will be governed by and construed in accordance with the laws of the State of Delaware.  

7. Separability of Clauses . If any provisions of this Release shall be finally determined to be invalid or unenforceable under 
applicable law by a court of competent jurisdiction, that part shall be ineffective to the extent of such invalidity or unenforceability only, without 
in any way affecting the remaining provisions of this Release.  

8. Counterparts . This Release may be executed by the parties hereto in counterparts, each of which shall be deemed an original, but 
both such counterparts shall together constitute one and the same document.  

9. Effectiveness . This Release shall be effective only when it has been executed by Employee and the executed original has been 
returned to the Company, and any applicable revocation period has expired.  
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IN WITNESS WHEREOF, the Company has caused this Release to be signed by its duly authorized officer, and Employee has 
executed this Release as of the day and year indicated below Employee’s signature.  
   

If Employee is 40 years of age or older as of the date of execution of this Release, Employee shall have the right to revoke this Release 
during the seven-day period (the “ Revocation Period ”) commencing immediately following the date he signs and delivers this Release 
to the Company. The Revocation Period shall expire at 5:00 p.m. [INSERT TIME ZONE] Time on the last day of the Revocation 
Period; provided , however , that if such seventh day is not a business day, the Revocation Period shall extend to 5:00 p.m. on the next 
succeeding business day. In the event Employee revokes this Release, all obligations of the Company under this Release and under any 
agreement which are conditional upon this Release shall terminate and be of no further force and effect as of the date of such 
revocation. No such revocation by Employee shall be effective unless it is in writing and signed by him and received by the Company 
prior to the expiration of the Revocation Period at the following address:  
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LKQ CORPORATION 

By:     
  Name: 
  Title: 

LKQ Corporation  
ATTN: General Counsel  
120 North LaSalle Street, Suite 3300  
Chicago, IL 60602  

I HAVE READ AND AGREE TO THIS RELEASE: 

    
Name: 
Date: 



Exhibit 10.24 

RESTRICTED STOCK UNIT AGREEMENT  

This Restricted Stock Unit Agreement (this “Agreement”) is made and entered into as of the          day of              ,              by and between 
LKQ Corporation, a Delaware corporation (the “Company”), and              (the “Key Person”).  

Recitals  

The Board of Directors of the Company is of the opinion that the interests of the Company will be advanced by encouraging certain 
persons affiliated with the Company, upon whose judgment, initiative and efforts the Company is largely dependent for the successful conduct of 
the Company’s business, to acquire or increase their proprietary interest in the Company, thus providing them with a more direct stake in its 
welfare and assuring a closer identification of their interests with those of the Company.  

The Board of Directors of the Company is of the opinion that the Key Person is such a person.  

The Company desires to grant restricted stock units to the Key Person, and the Key Person desires to accept such grant, all on the terms 
and subject to the conditions set forth in this Agreement and set forth in the Company’s 1998 Equity Incentive Plan, a copy of which is attached 
hereto as Exhibit A (the “Plan”). Any capitalized term used herein that is not defined shall have the meaning of such term set forth in the Plan.  

Covenants  

NOW, THEREFORE, the parties hereto, intending to be legally bound, hereby agree as follows:  

1. Grant of Restricted Stock Units. The Company hereby grants to the Key Person and the Key Person hereby accepts from the Company 
            restricted stock units (“RSUs”), on the terms and subject to the conditions set forth herein and in the Plan (the “Award”).  

2. Representation of the Key Person. The Key Person hereby represents and warrants that the Key Person has been provided a copy of the 
Plan and is accepting the RSUs with full knowledge of and subject to the restrictions contained in this Agreement and the Plan.  

3. Vesting . The RSUs are subject to time-based vesting restrictions as follows: The Award shall vest with respect to 10% of the number of 
RSUs subject to the Award on each six-month anniversary of the grant date over a five-year period (the “Vesting Period” ).  



4. Termination of Relationship . In the event a Key Person’s employment, consulting arrangement or other affiliation with the Company 
and/or its Subsidiaries is terminated for any reason other than death or Disability, all RSUs of such Key Person that are unvested at the date of 
termination shall be forfeited to the Company. In the event the Key Person’s employment, consulting arrangement or other affiliation with the 
Company and/or its Subsidiaries is terminated due to death or Disability, all RSUs of such Key Person shall immediately become fully vested on 
the date of termination and all restrictions shall lapse.  

5. Non-Transferability of RSUs. Except as expressly provided in the Plan or this Agreement, prior to the expiration of the Vesting Period 
described in Section 3, the RSUs may not be sold, assigned, transferred, pledged or otherwise disposed of, shall not be assignable by operation of 
law, and shall not be subject to execution, attachment or similar process, except by will or the laws of descent and distribution. Any attempted 
sale, assignment, transfer, pledge or other disposition of any RSUs prior to vesting shall be null and void and without effect.  

6. Payment. Vested RSUs shall be paid to the Key Person in whole shares of common stock of the Company. If the vesting calculation 
results in a fractional number of shares, such fractional number of shares shall be paid in cash. No fractional shares shall be issued.  

7. Taxes. The Key Person shall be responsible for taxes due upon the expiration of any portion of the Vesting Period and on any gain upon 
transfer of the shares of common stock of the Company received upon the vesting of the RSUs. In the event that the Key Person does not make 
an arrangement acceptable to the Company to pay to the Company the tax withholding obligation due upon vesting of the RSUs, the Key Person 
authorizes the Company to direct a broker to sell a sufficient number of the Key Person’s shares of common stock of the Company to satisfy 
such obligation (and any related brokerage fees) and to remit to the Company from the proceeds of sale the amount of the required tax 
withholding. The Key Person acknowledges that the decision to make a Section 83(b) election shall be made by the Key Person in consultation 
with his or her tax advisor. The Key Person acknowledges that the Section 83(b) election form must be filed with the Internal Revenue Service 
within 30 days of the date hereof.  

8. No Rights as a Stockholder. Prior to the expiration of the applicable portion of the Vesting Period, the Key Person is not a stockholder, 
does not have any voting rights, and shall not be entitled to receive any dividends with respect to the RSUs.  

9. Notices. Any notices required or permitted hereunder shall be sent using any means (including personal delivery, courier, messenger 
service, facsimile transmission or electronic transmission), if to the Key Person, at the address set forth below or such other address as the Key 
Person may designate in writing to the Company, and, if to the Company, at the address of its headquarters in Chicago, Attention: General 
Counsel, or such other address as the Company may designate in writing to the Key Person. Such notice shall be deemed duly given when it is 
actually received by the party for whom it was intended.  
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10. Failure to Enforce Not a Waiver. The failure of the Company to enforce at any time any provision of this Agreement shall in no way be 
construed to be a waiver of such provision or of any other provision hereof.  

11. Amendment or Termination. This Agreement may not be amended or terminated unless such amendment or termination is in writing 
and duly executed by each of the parties hereto.  

12. Benefit and Binding Effect. This Agreement shall be binding upon and shall inure to the benefit of the Company, its successors and 
assigns, and the Key Person and the Key Person’s executors, administrators, personal representatives and heirs. In the event that any part of this 
Agreement shall be held to be invalid or unenforceable, the remaining parts hereof shall nevertheless continue to be valid and enforceable as 
though the invalid portions were not a part hereof.  

13. Entire Agreement. This Agreement contains the entire understanding of the parties hereto with respect to the subject matter hereof and 
supersedes all prior agreements, discussions and understandings relating to such subject matter.  

14. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of the State of Illinois, 
without giving effect to principles and provisions thereof relating to conflict or choice of laws.  

15. Incorporation of Terms of Plan. The terms of the Plan are incorporated herein by reference and the Key Person’s rights hereunder are 
subject to such terms to the extent they are inconsistent with or in addition to the terms set forth herein, and the Key Person hereby agrees to 
comply with all requirements of the Plan.  

16. Non-Competition and Confidentiality . (a) Notwithstanding any provision to the contrary set forth elsewhere herein, the RSUs, the 
shares of common stock of the Company underlying the RSUs, or any proceeds received by the Key Person upon the sale of shares of common 
stock of the Company underlying the RSUs shall be forfeited by the Key Person to the Company without any consideration therefor, if the Key 
Person is not in compliance, at any time during the period commencing on the date of this Agreement and ending one year after the date that all 
of the RSUs have become vested, with all applicable provisions of the Plan and with the following conditions:  

(i) the Key Person shall not directly or indirectly (1) be employed by, engage or have any interest in any business which is or 
becomes competitive with the Company or is or becomes otherwise prejudicial to or in conflict with the interests of the Company or its 
subsidiaries, (2) induce any customer of the Company or its subsidiaries to patronize such competitive business or otherwise request or 
advise any such customer to withdraw, curtail or cancel any of its business with the Company or its subsidiaries, or (3) solicit for 
employment any person employed by the Company or its subsidiaries; provided, however, that this restriction shall not prevent the Key 
Person from acquiring and holding up to two percent of the outstanding shares of capital stock of any corporation which is or becomes 
competitive with the Company or is or becomes otherwise prejudicial to or in conflict with the interests of the Company if such shares are 
available to the general public on a national securities exchange or in the over-the-counter market; and  
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(ii) the Key Person shall not use or disclose, except for the sole benefit of or with the written consent of the Company, any 
confidential information relating to the business, processes or products of the Company.  

(b) The Company shall notify in writing the Key Person of any violation by the Key Person of this Section 16. The forfeiture shall be 
effective as of the date of the occurrence of any of the activities set forth in (a) above. If the shares of common stock of the Company underlying 
the RSUs have been sold, the Key Person shall promptly pay to the Company the amount of the proceeds from such sale. The Key Person hereby 
consents to a deduction from any amounts owed by the Company to the Key Person from time to time (including amounts owed as wages or 
other compensation, fringe benefits or vacation pay) to the extent of the amounts owed by the Key Person to the Company under this Section 16. 
Whether or not the Company elects to make any set-off in whole or in part, the Key Person agrees to timely pay any amounts due under this 
Section 16.  

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and year first above written.  
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LKQ CORPORATION     KEY PERSON 

By:         By:     

Name:         Name:     

Title:         Address:     
        

  

        
  



EXHIBIT 12.1 

LKQ CORPORATION AND SUBSIDIARIES  
Computation of Ratio of Earnings to Fixed Charges  

(In Thousands, Except Ratios)  
(Unaudited)  

   
     Years Ended December 31,   
     2006      2007     2008     2009      2010   

Income from continuing operations before provision for income taxes     $ 72,033       $ 104,654      $ 159,133      $ 205,317       $ 270,125    
Fixed charges       13,000         28,478        56,271        53,993         54,769    
Amortization of capitalized interest, net of interest capitalized       —           (425 )      (93 )      44         2    

       
  

       
  

      
  

      
  

       
  

Earnings available for fixed charges     $ 85,033       $ 132,707      $ 215,311      $ 259,354       $ 324,896    
       

  

       

  

      

  

      

  

       

  

Fixed charges:               

Interest expense, including amortization of debt issuance costs     $ 5,955       $ 17,755      $ 37,830      $ 32,252       $ 29,765    
Capitalized interest       —           425        108        —           35    
Portion of rental expense representative of interest       7,045         10,298        18,333        21,741         24,969    

       
  

       
  

      
  

      
  

       
  

Total fixed charges     $ 13,000       $ 28,478      $ 56,271      $ 53,993       $ 54,769    
       

  
       

  
      

  
      

  
       

  

Ratio of earnings to fixed charges       6.5         4.7        3.8        4.8         5.9    
       

  

       

  

      

  

      

  

       

  



EXHIBIT 21.1 

LIST OF SUBSIDIARIES OF  
LKQ CORPORATION  

LIST OF SUBSIDIARIES OF LKQ CORPORATION (as of 12/31/10)  
   
Subsidiary     Jurisdiction     Assumed Names  
1005263 Ontario Inc.    Ontario    

1206627 Ontario Inc.    Ontario    

1323352 Alberta ULC    Alberta    

1323410 Alberta ULC    Alberta    

1646239 Ontario Inc.    Ontario    

1681332 Ontario Inc.    Ontario    

1710697 Ontario Inc.    Ontario    

Accu-Parts LLC    New York    

Action Recycled Auto Parts (1997) Ltd.    Manitoba    

Akron Airport Properties, Inc.    Ohio    

American Recycling International, Inc.    California    Pick A Part Auto Dismantling 
A-Reliable Auto Parts & Wreckers, Inc.    Illinois    LKQ Self Service Auto Parts-Rockford; ARSCO 
AT PAC West Auto Parts Enterprise    British Columbia    
Budget Auto Parts U-Pull-It, Inc.    Louisiana    

City Auto Parts of Durham, Inc.    North Carolina    

Collision Parts Specialists Inc.    Ontario    

Cross Canada Auto Body Supply (West) Limited    Ontario    

Cross Canada Auto Body Supply Limited    Ontario    

Damron Holding Company, LLC 
   

Delaware 
   

LKQ North Florida; LKQ Melbourne; LKQ Service Center 
Crystal River; LKQ Fort Myers 

DAP Trucking, LLC    Florida    

Distribuidora Hermanos Copher Internacional, SA    Costa Rica    

Double R Auto Sales, Inc.    Florida    

G&A Bumpers Service Ltd.    Ontario    

Greenleaf Auto Recyclers, LLC 
   

Delaware 
   

Saturn Wheel Company; Heartland Aluminum; 
Profromance Powertrain 

Hermanos Copher Internacional, SA    Guatemala    

KAI China LLC    Delaware    

KAIR IL, LLC    Illinois    

Keystone Automotive de Mexico, Sociedad de 
Responsabilidad Limitada de Capital Variable    

Mexico 
   

Keystone Automotive Industries BC, Inc.    British Columbia    
Keystone Automotive Industries CDN, Inc.    Ontario    

Keystone Automotive Industries FL, Inc.    Florida    

Keystone Automotive Industries MN, Inc.    Minnesota    

Keystone Automotive Industries Nevada, Inc.    Nevada    

Keystone Automotive Industries ON, Inc.    Ontario    

Keystone Automotive Industries QC, Inc.    Quebec    

Keystone Automotive Industries Resources, Inc.    Delaware    

Keystone Automotive Industries TN, Inc.    Tennessee    

Keystone Automotive Industries, Inc.    California    Transwheel, Coast to Coast International 
Kwik Auto Body Supplies, Inc.    Massachusetts    
LKQ 1 Choice Auto Parts, LLC    Oklahoma    

LKQ 250 Auto, Inc.    Ohio    

LKQ A&R Auto Parts, Inc.    South Carolina    

LKQ All Models Corp.    Arizona    Wholesale Auto Recyclers; Cars ‘n More; LKQ of Arizona 
LKQ Apex Auto Parts, Inc.    Oklahoma    LKQ Self Service Auto Parts - Oklahoma City 

st 



LKQ Atlanta, L.P.    Delaware    LKQ Carolina 
LKQ Auto Parts of Central California, Inc.    California    LKQ Valley Truck Parts 
LKQ Auto Parts of Memphis, Inc.    Arkansas    LKQ of Tennessee 
LKQ Auto Parts of North Texas, Inc.    Delaware    

LKQ Auto Parts of North Texas, L.P.    Delaware    LKQ Auto Parts of Central Texas 
LKQ Auto Parts of Orlando, LLC    Florida    LKQ Self Service Auto Parts-Orlando 
LKQ Auto Parts of Utah, LLC    Utah    

LKQ Best Automotive Corp. 

   

Delaware 

   

LKQ Auto Parts of South Texas; A-1 Auto Salvage Pick & 
Pull; The Engine & Transmission Store; LKQ Automotive 
Core Services 

LKQ Birmingham, Inc. 
   

Alabama 
   

LKQ Gulf Coast; LKQ Plunks Truck Parts & Equipment - 
West Monroe 

LKQ Brad’s Auto & Truck Parts, Inc.    Oregon    

LKQ Broadway Auto Parts, Inc.    New York    LKQ Buffalo 
LKQ Canada Auto Parts Inc.    Ontario    

LKQ Canada ULC    Alberta    

LKQ Copher Self Service Auto Parts-Bradenton Inc.    Florida    

LKQ Copher Self Service Auto Parts-Clearwater Inc.    Florida    

LKQ Copher Self Service Auto Parts-St. Petersburg Inc.    Florida    

LKQ Copher Self Service Auto Parts-Tampa Inc.    Florida    

LKQ Crystal River, Inc.    Florida    LKQ Fort Myers 
LKQ Delaware LLP    Delaware    

LKQ Foster Auto Parts Salem, Inc.    Oregon    Foster Auto Parts Salem 
LKQ Foster Auto Parts Westside LLC    Oregon    

LKQ Foster Auto Parts, Inc.    Oregon    LKQ U-Pull-It Auto Wrecking; U-Pull-It Auto Wrecking 
LKQ Gorham Auto Parts Corp.    Maine    

LKQ Great Lakes Corp.    Indiana    LKQ Star Auto Parts 
LKQ Heavy Truck-Texas Best Diesel, L.P.    Texas    LKQ Fleet Solutions 
LKQ Holding Co.    Delaware    

LKQ Hunts Point Auto Parts Corp. 
   

New York 
   

Partsland USA; LKQ Auto Parts of Eastern Pennsylvania; 
LKQ Auto Parts 

LKQ Lakenor Auto & Truck Salvage, Inc.    California    LKQ of Southern California; LKQ of Las Vegas 
LKQ Management Company    Delaware    

LKQ Metro, Inc.    Illinois    

LKQ Mid-America Auto Parts, Inc. 
   

Kansas 
   

Mabry Auto Salvage; LKQ of Oklahoma City; LKQ of NW 
Arkansas 

LKQ Midwest Auto Parts Corp.    Nebraska    Midwest Foreign Auto; LKQ Midwest Auto 
LKQ Minnesota, Inc.    Minnesota    LKQ Albert Lea 
LKQ of Indiana, Inc.    Indiana    LKQ Self Service Auto Parts-South Bend 
LKQ of Michigan Inc.    Michigan    

LKQ of Nevada, Inc.    Nevada    

LKQ of Tennessee, Inc.    Tennessee    

LKQ Online Corp.    Delaware    

LKQ Ontario LP    Ontario    

LKQ Penn-Mar, Inc.    Pennsylvania    LKQ Thruway Auto Parts 
LKQ Plunks Truck Parts & Equipment—Jackson, Inc.    Mississippi    

LKQ Powertrain, Inc.    Delaware    

LKQ Raleigh Auto Parts Corp.    North Carolina    
LKQ Route 16 Used Auto Parts, Inc.    Massachusetts    
LKQ Salisbury, Inc. 

   

North Carolina 
   

LKQ of Carolina; LKQ Richmond; LKQ East Carolina; 
LKQ Self Service East NC 

LKQ Savannah, Inc.    Georgia    

LKQ Self Service Auto Parts-Holland, Inc.    Michigan    

LKQ Self Service Auto Parts-Kalamazoo, Inc.    Michigan    



LKQ Self Service Auto Parts-Memphis LLC    Tennessee    

LKQ Self Service Auto Parts-Tulsa, Inc.    Oklahoma    

LKQ Smart Parts, Inc.    Delaware    

LKQ Southwick LLC    Massachusetts    

LKQ Taiwan Holding Company    Illinois    

LKQ Tire & Recycling, Inc.    Delaware    

LKQ Trading Company    Delaware    

LKQ Triplett ASAP, Inc.    Ohio    LKQ Heavy Truck-Goody’s 
LKQ U-Pull-It Auto Damascus, Inc.    Oregon    LKQ U-Pull-It Damascus 
LKQ U-Pull-It Tigard, Inc.    Oregon    

LKQ West Michigan Auto Parts, Inc.    Michigan    

LKQ Trucks and Parts de Mexico S. de R.L de C.V.    Mexico    

Michael Auto Parts, Incorporated    Florida    

P.B.E. Specialties, Inc.    Massachusetts    

Paint Circuit Auto Body Supply    Ontario    

Pick-Your-Part Auto Wrecking    California    

Potomac German Auto South, Inc.    Florida    

Potomac German Auto, Inc.    Maryland    LKQ Norfolk; LKQ Heavy Truck-Maryland 
Pull-N-Save Auto Parts, LLC 

   

Colorado 
   

LKQ Pull-N-Save Auto Parts of Aurora LLC; LKQ of 
Colorado; LKQ Self Service Auto Parts-Denver 

Redding Auto Center, Inc.    California    LKQ Auto Parts of Northern California 
Scrap Processors, LLC    Illinois    

Speedway Pull-N-Save Auto Parts, LLC    Florida    LKQ Self Service Auto Parts of Daytona, LLC 
Supreme Auto Parts, Inc.    Pennsylvania    
U-Pull-It, Inc.    Illinois    

U-Pull-It, North, LLC    Illinois    



Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING  FIRM  

We consent to the incorporation by reference in Registration Statement Nos. 333-110149 and 333-128151 on Form S-8, Registration 
Statement No. 333-160394 of Form S-3, and Registration Statement Nos. 333-133911 and 333-160395 on Form S-4 of our reports dated 
February 25, 2011, relating to the consolidated financial statements and financial statement schedules of LKQ Corporation and subsidiaries and 
the effectiveness of LKQ Corporation and subsidiaries’ internal control over financial reporting, appearing in this Annual Report on Form 10-K 
of LKQ Corporation for the year ended December 31, 2010.  
   

Chicago, Illinois  
February 25, 2011  

/s/ DELOITTE & TOUCHE LLP  
Deloitte & Touche LLP  



EXHIBIT 31.1 

CERTIFICATIONS  

I, Joseph M. Holsten, certify that:  

1. I have reviewed this annual report on Form 10-K of LKQ Corporation;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared;  

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  

February 25, 2011  
   
/s/ JOSEPH M. HOLSTEN  
Joseph M. Holsten  
Co-Chief Executive Officer 



EXHIBIT 31.2 

CERTIFICATIONS  

I, Robert L. Wagman, certify that:  

1. I have reviewed this annual report on Form 10-K of LKQ Corporation;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared;  

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  

February 25, 2011  
   
/s/ ROBERT L. WAGMAN  
Robert L. Wagman  
President and Co-Chief Executive Officer 



EXHIBIT 31.3 

CERTIFICATIONS  

I, John S. Quinn, certify that:  

1. I have reviewed this annual report on Form 10-K of LKQ Corporation;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared;  

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  

February 25, 2011  
   
/s/ JOHN S. QUINN  
John S. Quinn  
Executive Vice President and Chief Financial Officer 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Annual Report of LKQ Corporation (the “Company”) on Form 10-K for the fiscal year ended December 31, 2010, 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, as Co-Chief Executive Officer of the 
Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to 
his knowledge:  

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 
78o(d)); and  

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 
Company.  
   
Dated: February 25, 2011     

  /s/ JOSEPH M. HOLSTEN  
  Joseph M. Holsten 
  Co-Chief Executive Officer 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Annual Report of LKQ Corporation (the “Company”) on Form 10-K for the fiscal year ended December 31, 2010, 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, as President and Co-Chief Executive 
Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002, that to his knowledge:  

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 
78o(d)); and  

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 
Company.  
   
Dated: February 25, 2011     

  /s/ ROBERT L. WAGMAN  
  Robert L. Wagman 
  President and Co-Chief Executive Officer 



EXHIBIT 32.3 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Annual Report of LKQ Corporation (the “Company”) on Form 10-K for the fiscal year ended December 31, 2010, 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, as Executive Vice President and Chief 
Financial Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that to his knowledge:  

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 
78o(d)); and  

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 
Company.  
   
Dated: February 25, 2011   

  /s/ JOHN S. QUINN  
  John S. Quinn 
  Executive Vice President and Chief Financial Officer 


