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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended September 30, 2011
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

Commission File Number 000-51653

DEALER TRACK HOLDINGS, INC.

(Exact name of Registrant as specified in its chaet)

Delaware 52-233621¢
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification Number)
organization)

1111 Marcus Ave., Suite MO«
Lake Success, NY, 1104
(Address of principal executive offices, includaig code’

(516) 734-3600
Registrant’s telephone number, including area code

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastfgs. Yesd NoO

Indicate by check mark whether the registrant ldwnitted electronically and posted on its corpolfebsite, if any, every Interactive D
File required to be submitted and posted pursuaiule 405 of Regulation B-during the preceding 12 months (or for such sgoerioc
that the registrant was required to submit and posh files). Ye® NoO

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fileé Accelerated fileld Non-accelerated file[d Smaller reporting compar
(Do not check if a smaller
reporting company

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yedd No M

As of October 31, 2011, 41,485,931 shares of thistrant’s common stock were outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
DEALERTRACK HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

(unaudited)
September 3C December 31
2011 2010
(In thousands, except shari
and per share amounts)
ASSETS
Current assel
Cash and cash equivalel $ 64,95, $ 192,56:
Investment: 44 49C
Customer fund 2,054 —
Customer funds receivak 19,13¢ —
Accounts receivable, net of allowances of $4,988%8,258 as of September 30, 2011 and Decembe
2010, respectivel 40,53: 24,27:
Prepaid expenses and other current assets 25,09: 17,92¢
Total current asse 151,80¢ 235,25!
Investment— long-term — 2,25¢
Property and equipment, r 20,78( 18,87¢
Software and website developments costs 36,53¢ 29,87¢
Intangible assets, n 100,97¢ 23,16:
Goodwill 233,42¢ 136,40¢
Deferred tax asse— long-term 25,38’ 1,01t
Other assets — long-term 13,94¢ 12,11¢
Total assets $ 582,86¢ $ 458,96.
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities
Accounts payabl $ 595¢ $ 5,241
Accrued compensation and bene 15,49: 10,82
Accrued liabilities— other 17,28( 12,51:
Customer funds payah 21,18¢ —
Deferred revenu 8,29¢ 5,01(
Deferred tax liabilities — 411
Capital leases payable 317 317
Total current liabilities 68,53¢ 34,311
Long-term liabilities
Capital leases payakt 12¢ 16E
Deferred tax liabilities 38,59( 9,48¢
Deferred revenu 6,00¢ 3,25¢
Due to acquiree 10,33¢ —
Other liabilities 4,791 2,82¢
Total long-term liabilities 59,85! 15,73
Total liabilities 128,38 50,04¢

Commitments and contingencies (Note

Stockholder equity
Preferred stock, $0.01 par value: 10,000,000 starg®rized and no shares issued and outstandioiy
September 30, 2011 and December 31, :
Common stock, $0.01 par value: 175,000,000 sharte®azed; 44,565,403 shares issued and 41,46’



shares outstanding as of September 30, 2011; &80 000 shares authorized; 43,748,237 shares

issued and 40,673,042 shares outstanding as ohibere31, 201! 44¢ 437

Treasury stock, at cost, 3,097,487 shares and 3,995Shares as of September 30, 2011 and
December 31, 2010, respectivi (51,529 (51,087
Additional paic-in capital 479,98: 463,61
Accumulated other comprehensive incc 5,23¢ 7,85¢
Retained earnings (accumulated deficit) 20,34¢ (11,909
454,48: 408,91°

Total stockholders’ equity

Total liabilities and stockholders’ equity $ 582,86! $ 458,96.

The accompanying notes are an integral part oktheasolidated financial statements.




DEALERTRACK HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
Three Months Ended September 3( Nine Months Ended September 3|
2011 2010 2011 2010
(In thousands, except share an (In thousands, except share an
per share amounts) per share amounts)
Revenue:
Net revenue $ 95,79: $ 63,12¢ $ 262,03! $ 181,82
Operating expenses:
Cost of revenue (1 52,80: 32,83% 145,94. 96,977
Product development (. 3,661 3,35¢ 10,90: 10,29:
Selling, general and administrative (1) 32,28t 24,52¢ 93,34( 77,03¢
Total operating expenses 88,74¢ 60,71’ 250,18! 184,30«
Income (loss) from operatiol 7,044 2,411 11,85( (2,489
Interest incomt 71 132 27C 381
Interest expens (339 (36) (57¢) (15%)
Other income 72 19C 17¢€ 1,09(
Realized gain on securities — — 40¢ 582
Income (loss) before (provision for) benefit frontdéme taxe 6,85: 2,697 12,127 (58€)
(Provision for) benefit from income taxes, net (1,497) (1,515 20,12¢ (800)
Net income (loss) $ 5361 $ 1,182 $ 32,25F  $ (1,38¢)
Basic net income (loss) per sh $ 0.1z 3 0.0 $ 0.7¢ % (0.09)
Diluted net income (loss) per sh $ 0.1: $ 0.0: $ 0.7¢ % (0.09)
Weighted average common stock outstanding (b 41,396,43 40,404,12 41,146,19 40,246,37
Weighted average common stock outstanding (dilt 42,497,36 41,354,68 42,366,86 40,246,37.

(1) Stock-based compensation expense recorddédddhree and nine months ended September 30,&@l2010 was classified as follows
(in thousands):

Three Months Ended September 3( Nine Months Ended September 3|

2011 2010 2011 2010
Cost of revenu $ 45¢ $ 43¢ $ 1,30¢ $ 1,27¢
Product developmel 17¢ 164 54¢ 471
Selling, general and administrati 2,11¢ 2,24¢ 6,857 6,92¢

The accompanying notes are an integral part oktheasolidated financial statements.




DEALERTRACK HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

Operating Activities:
Net income (loss
Adjustments to reconcile net income (loss) to msthcprovided by operating activitie
Depreciation and amortizatic
Deferred tax benef
Stocl-based compensation expel
Provision for doubtful accounts and sales cre
Loss on sale of property and equipm
Amortization of deferred intere
Deferred compensatic
Stocl-based compensation windfall tax ben
Realized gain on securiti
Amortization of debt issuance co:
Changes in operating assets and liabilities, neffetts of acquisitions
Accounts receivabl
Prepaid expenses and other current a:
Accounts payable and accrued expel
Deferred revenu
Other liabilities— long-term
Deferred ren
Other assets — long-term

Net cash provided by operating activit

Investing Activities:

Capital expenditure

Sale of investmen

Capitalized software and website development ¢

Payment for acquisition of businesses and intaagibkets, net of acquired cash

Net cash used in investing activiti

Financing Activities:

Principal payments on capital lease obligati
Proceeds from the exercise of employee stock op
Proceeds from employee stock purchase
Purchase of treasury sto

Payment for debt issuance cc

Stock-based compensation windfall tax benefit

Net cash provided by financing activiti

Net decrease in cash and cash equiva
Effect of exchange rate changes on cash and casvadnts
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental Disclosure:

Cash paid for
Income taxe:
Interest

Non-cash investing and financing activiti¢
Consideration issued for acquisition of eCarl
Accrued capitalized hardware, software and fixesbts
Deferred compensation reversal to eq

Nine Months Ended September 3|

2011 2010
(In thousands)
$ 32,25 $ (1,386
37,62( 27,47¢
(22,819) (2,650
8,71z 8,67¢
4,82¢ 4,01¢
— 19
15 68
15C —
(2,25%) (1,399
(409) (582)
213 —
(16,449 (10,939
(1,649 (4,109
(3,969 (5,127
1,72¢ 11F
96t 6
37 89
(229) (11,409
38,75t 2,87t
(6,860 (9,669
2,93t 1,42(
(14,80 (13,369
(151,96 (3,02¢)
(170,69 (24,646
(387) (38¢)
5,177 1,024
50¢ 55€
(44¢€) (612)
(1,909 —
2,25¢ 1,39¢
5,19¢ 1,97¢
(126,74 (19,799
(872) 10€
192,56: 197,50¢
$ 64,95 $ 177,82
$ 5128 $ 5,421
141 47
12,95¢ —
1,75¢€ 2,697
15C



Capitalized stoc-based compensatic 98 46
Assets acquired under capital lea 34 28¢

The accompanying notes are an integral part oktheasolidated financial statements.




DEALERTRACK HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Business Description and Basis of Presentation
Business Description

DealerTrack’s intuitive and high-value softwarewimns and services enhance efficiency and prafitalior all major segments of the
retail automotive industry, including dealers, lersj OEMs, agents and aftermarket providers. Wievgeour solution set for dealers is the
industry’s most comprehensive. DealerTrack operates thedaamline credit application network in the Unitédtes, connecting over 17,(
dealers with more than 1,100 lenders. Our deaseragement system (DMS) provides dealers with easis¢ tools and real-time data access
to enhance their efficiency. Our inventory offggmprovide vehicle inventory management and mexibangy solutions to help dealers drive
higher in-store and online traffic with state-oéthrt, real-time listings — leading to acceleratedd-vehicle turn rates and higher dealer
profits. Our sales and F&l (finance & insuranceluions allow dealers to streamline the entiresg@rocess as they structure deals from a
single integrated platform. Our compliance offgrivelps dealers meet legal and regulatory requingsnand protect their assets. We also
offer additional solutions for the automotive inttysincluding electronic motor vehicle registratiand titling applications, paper title store
and digital document services. Our family of comipa also includes data and consulting serviceggeos ALG, Inc. and Chrome Systems,
Inc.

On October 1, 2011, we sold our wholly owned subsygl ALG, to TrueCar, Inc. For further informatigolease refer to Note 18.
Basis of Presentation

The accompanying unaudited consolidated finantséments for the three and nine months ended Bepte30, 2011 and 2010 have
been prepared in accordance with the instructiof®tm 10-Q and Article 10 of Regulation S-X argrefore, do not necessarily include all
information and footnotes necessary for a fairestant of its consolidated financial position, résof operations and cash flows in
accordance with accounting principles generallyepted in the United States (GAAP). The DecembefB10 consolidated balance sheet
information has been derived from the audited faia@nstatements at that date but does not inclidbsalosures required by GAAP.

In the opinion of management, the unaudited fir@rinformation for the interim periods presentefliee all adjustments, which are
normal and recurring, necessary for a fair statémkthe statement of results of operations, fima@osition and cash flows. These
consolidated financial statements should be reagmjunction with the consolidated financial stageits and notes thereto included in our
Annual Report on Form 10-K for the year ended Ddzeam31, 2010, filed with the Securities and Exclea8gmmission (SEC) on February
18, 2011. Operating results for the three and nminaths ended September 30, 2011 are not necessditgtive of the results that may be
expected for the year ending December 31, 2011.

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts and the disclosures of contingatunts in our financial statements and the accagipg notes. Actual results could diff
from those estimates.

Certain previously reported amounts have beenedwis the consolidated statement of operations ifbludes certain salary and
benefits costs, which have been reclassed froimgetieneral and administrative expenses to cosvanue. For the nine months ended
September 30, 2011, we have reclassed approximgtetymillion of salary and benefit costs and $@iltion of other income. For the three
and nine months ended September 30, 2010, we kalassed approximately $1.2 million and $3.3 millaf salary and benefit costs,
respectively. In addition, $0.2 million of incortex credits received have been reclassed from aitheme to benefit from income taxes.
Additionally, the classification of $1.8 million afebt issuance costs paid during the six montheaddne 30, 2011 was reclassed, from cash
used in operating activities (as part of the changerepaid and other current assets and othetsaskbng-term) to cash used in financing
activities, in the consolidated statement of cémivs for the nine months ended September 30, ZD¥dse revisions in classification did not
have a material impact on our previously issuedobtated financial statements.

2. Significant Accounting Policies
Our significant accounting policies are those thatbelieve are both important to the portrayal wffinancial condition and results of
operations. Management believes there have beematarial changes to the significant accountingqgiesdi discussed in Note 2 of our Annual
Report on Form 10-K for the year ended DecembeRB10, filed with the SEC on February 18, 2011 ept@s set forth below as it relates to
the acquisition of triVIN Holdings, Inc., now knovas DealerTrack Processing Solutions, Inc.:
Revenue Recognition

Collateral Management Services Transaction Revenue

Our collateral management solution provides papdredectronic-based title services. Customer cotgrare principally comprised of
two elements: (1) title perfection and (2) titlenadistration.






Collateral management services are delivered eittagrually (for paper-based) or electronically. Pagmsed title management services
require us to physically hold, store and manualgase the title. Electronic title managementisessrequire an electronic title and data
storage; the release of the title can be acconsdigly the lien holder and does not require manctadraby us.

Deliverables for paper and electronic title managetvarrangements are separated into more than mihefuaccounting when (i) tt
delivered element(s) have value to the customex standalone basis, (ii) delivery of the undelivered elenig) is probable and substantii
in our control, and (iii) evidence of fair valueasailable.

Based on the above criteria, both paper and eldcttmsed collateral management service revenue igaegainto two units «
accounting. We recognize a portion of the papsebtaransaction fee upon completion of the lienudwmentation and for electronkmase!
transactions upon receipt of the title record. ¢istomers in which we bill the entire transactiea in advance, a portion of both the pape!
electronicbased transaction fee is deferred and recognizezt tive title administration period, which we estiemao be at 3
months. Amounts allocated to each unit of accowgrgire based upon the price charged when eachrlésrsold separately.

Collateral management services revenue also inslueeenue earned from converting a new lesdétfe portfolio to our collater
management solution and other ancillary servidaaounts earned from converting a new lender’s ptidfare recognized over the lender’
estimated portfolio loan life which varies depemnion the lender. Amounts earned from other angillervices are recognized on a
transaction basis after services have been rendered

Registration and Titling Services Transaction Rexen

Our registration and titling services solution pdms various web-based and service-bureau autoenetificle registration services to
customers. Registration and titling services reneeis recognized on a per transaction basis ateices have been rendered.

Customer Funds

Under contractual arrangements, our registrati@htiling services solution collects funds from dgisstomers and remits such amoun
the various state departments of motor vehiclestags (registries). Customer funds receivable arily represents transactions processe
our customers for which we have not collected easfor the fees payable to the various registrieaddition, payments made to the vari
registries in advance of receipt from the custoraee, recorded as customer funds receivable. Custmeds payable primarily includ
transactions processed by our customers for whigthave not remitted the fees to the various regsstr Customer funds are maintaine
separate bank accounts and are segregated froaperating cash.

3. Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standardsrdq&ASB) issued guidance resulting in common Yalue measurement disclosure
requirements between U.S. GAAP and Internationadféial Reporting Standards. Consequently, the dments change the wording use
describe many of the requirements in U.S. GAAPieasuring fair value and disclosing informationttfair value measurements. Some of
the requirements clarify the FASB’s intent abow #pplication of existing fair value measuremequieements while other amendments
change a particular principle or requirement foamging fair value or for disclosing informationoaib fair value measurements. The
amendments in this guidance are effective prospagtfor interim and annual periods beginning alecember 15, 2011, with no early
adoption permitted. This standard will be effecfieeus beginning with the quarter ending March3112. We do not expect the adoption to
have a material impact on our consolidated findrat&ements.

In June 2011, the FASB issued guidance that imgrtive comparability, consistency, and transparenéyancial reporting and
increases the prominence of items reported in abemprehensive income by eliminating the optiopriesent components of other
comprehensive income as part of the statementafgds in stockholders’ equity. The amendmentsisngthidance require that all nonowner
changes in stockholders’ equity be presented eith@isingle continuous statement of compreherisiv@me or in two separate but
consecutive statements. Under either method, ad@rgs must be displayed for items that are rediadsfrom other comprehensive incomi
net income, in both net income and other compreherscome. The standard does not change the duwption for presenting components
of other comprehensive income gross or net of tleeteof income taxes, provided that such tax effere presented in the statement in which
OCl is presented or disclosed in the notes toittantial statements. Additionally, the standardsdoet affect the calculation or reporting of
earnings per share. For public entities, the amemtsrare effective for fiscal years, and interimiqus within those years, beginning after
December 15, 2011 and are to be applied retrosedgtiwith early adoption permitted. This standaditl be effective for us beginning with
the quarter ending March 31, 2012. The adoptiathisfguidance will not have an impact on our coidstéd financial statements.

In September 2011, the FASB issued guidance tol#yntpe testing of goodwill for impairment. The amdments to this guidance per
an entity to first assess qualitative factors tedaine whether it is more likely than not that fhai value of a reporting unit is less than its
carrying amount as a basis for determining whettiemecessary to perform the two-step goodwiphanment test described in FASB ASC
Topic 350, “Intangibles-Goodwill and Othér(ASC Topic 350). The more-likely-than-not threthes defined as having a likelihood of more
than fifty percent. Previous guidance under ASCi@ 850 required an entity to test goodwill for inmpaent, on at least an annual basis, by
comparing the fair value of a reporting unit with ¢arrying amount, including goodwill (step oné}he fair value of a reporting unit is less
than its carrying amount, then the second stepefdst must be performed to measure the amouhedfmpairment loss, if any. Under the
amendments in this guidance, an entity is not requio calculate the fair value of a reporting wmtess the entity determines that it is more
likely than not that its fair value is less thamdtrrying amount. The amendments are effectivardaual and interim impairment tests
performed for fiscal years beginning after Deceniti®r2011, with early adoption permitted. This gtna will be effective for us beginnir



with the quarter ending March 31, 2012. The adoptibthis guidance will not have an impact on comsolidated financial statements.




4. Fair Value Measurements

Fair value is defined as the amount that woulddoeived to sell an asset or paid to transfer dityab an orderly transaction between
market participants at the measurement date. $nped to measure fair value are prioritized intlor@e-level fair value hierarchy. This
hierarchy requires entities to maximize the usebsiervable inputs and minimize the use of unobsévaputs. The three levels of inputs
used to measure fair value are as follows:

. Level 1 —Quoted prices (unadjusted) in active markets thatacessible at the measurement date for asskabitities. The fai
value hierarchy gives the highest priority to Letehputs.

. Level 2— Observable prices that are based on inputs noedumt active markets, but corroborated by markit.

. Level 3 —Unobservable inputs are used when little or no etadlata is available. The fair value hierarchy gitlee lowest priorit
to Level 3 inputs

We have segregated all financial assets that aasuned at fair value on a recurring basis intontlest appropriate level within the fair
value hierarchy based on the inputs used to deterthie fair value at the measurement date in thle teelow.

Financial assets measured at fair value on a liegupasis include the following as of September21,1 and December 31, 2010 (in
thousands):

Significant
Quoted Prices ir Significant Other Unobservable
Active Markets Observable Inputs Inputs September 3C
As of September 30, 2011 (Level 1) (Level 2) (Level 3) 2011
Cash equivalents (: $ 6,612 $ —$ — $ 6,612
Short-term investments (2) 44 — — 44
Total $ 6,65¢ $ —$ —$ 6,65¢€
Significant
Quoted Prices ir Significant Other Unobservable
Active Markets Observable Inputs Inputs
As of December 31, 201 (Level 1) (Level 2) (Level 3) December 31, 201
Cash equivalents (. $ 139,01( $ — $ — $ 139,01(
Shor-term investments (2) (: 40 — 45C 49(
Long-term investments (4) — — 2,254 2,254
Total $ 139,05( $ — $ 2,70¢ $ 141,75

(1) Cash equivalents consist of money market fuvitis original maturity dates of three months asdefor which we determine fair value
through quoted market price

(2) As of September 30, 2011 and December 31,,20&| 1 short-term investments include an investhnin a tax-advantaged preferred
security, for which we determined fair value basadhe quoted market price of the underlying ségL

(3) Level 3 short-term investments as of Decen3ie2010 included an auction rate security investetax-exempt state government
obligation that was valued at par with a value @#$million, or 0.1% of our total assets. Our iriteras not to hold the auction rate
security invested in a tax-exempt state governrabhigation to maturity, but rather to use the ietgreset feature to provide liquidity. In
October 2010, $1.1 million of this security waseeched by the issuer at par. Due to continued &slur the marketplace auctions, we
held the remaining $0.4 million auction rate seywintil the maturity date in September 2011, whevas redeemed by the issuer at |

(4) Level 3 long-term investments as of Decemider210 included a tax-advantaged preferred stbekfimancial institution with a fair
value of $2.3 million, or 0.5% of total assets.dDecember 31, 2010, it was uncertain whether weldvbe able to liquidate these
securities within the next twelve months; as suelhclassified them as long-term on our consolidaddnce sheet. Due to the lack of
observable market quotes, we utilized valuation @®that relied exclusively on Level 3 inputs irdihg those that are based on expe
cash flow streams, including assessments of caquentigrcredit quality, default risk underlying thecsirity, discount rates and overall
capital market liquidity. In June 2011, we soldsteecurity for approximately $2.5 million and resed a gain of approximately $0.4
million in our consolidated statement of operatic




A reconciliation of the beginning and ending bakstor Level 3 investments as of September 30, 20t1December 31, 2010, is as
follows (in thousands):

Balance as of January 1, 2C $ 3,971
Unrealized loss on securities recorded in otherpgreimensive incom (167)
Partial redemption of auction rate security (3) (1,100
Balance as of December 31, 2( 2,704
Sale of ta-advantaged preferred stock (2,485
Realized gain on securities included in the staterakoperations (4 40¢
Reversal of unrealized gain on securities soldndsxbin other comprehensive inco (17¢)
Redemption of auction rate security (3) (450
Balance as of September 30, 2011 $ —

5. Net Income (Loss) Per Share

We compute net income (loss) per share in accoedaitt FASB ASC Topic 260, Earnings Per Sharé (ASC Topic 260). Under AS
Topic 260, basic earnings per share is calculayedividing net income (loss) by the weighted averagmber of common shares outstanding
during the period. Diluted earnings per sharalsuated by dividing net income by the weightedrage number of common shares
outstanding, assuming dilution, during the peribde diluted earnings per share calculation assiinalt stock options which are in the
money are exercised at the beginning of the pexrati(ii) if applicable, unvested awards that anesadered to be contingently issuable shares
because they contain either a performance or madkatition will be included in diluted earnings mare if dilutive and if their conditions
have (a) been satisfied at the reporting date Jow@uld have been satisfied if the reporting dates the end of the contingency period.

The following table sets forth the computation aiz and diluted net income (loss) per share feithihee and nine months ended
September 30, 2011 and 2010 (in thousands, exbapt and per share amounts):

Three Months Ended September 31 Nine Months Ended September 3|
2011 2010 2011 2010

Numerator:
Net income (loss $ 5361 $ 1,187 $ 32,25¢  $ (1,38¢6)

Denominator:
Weighted average common stock outstanding (b 41,396,43 40,404,12 41,146,19 40,246,37.
Common equivalent shares from options to purchasemon

stock, restricted common stock units and perforraatock

units 1,100,93I 950,55 1,220,66- —
Weighted average common stock outstanding (diluted) 42,497,36 41,354,68 42,366,86 40,246,37
Basic net income (loss) per share $ 0.1: $ 0.0 $ 0.7¢ $ (0.09)
Diluted net income (loss) per share $ 0.1z $ 0.0 $ 0.7¢ $ (0.09)




The following is a summary of the weighted shanestanding during the respective periods that teen excluded from the diluted
net income (loss) per share calculation becaweseftlct would have been antidilutive:

Three Months Ended September 3( Nine Months Ended September 3|

2011 2010 2011 2010
Stock options 1,858,97. 2,671,741 1,350,99 4,855,37!
Restricted stock unit 58,70¢ 11,44¢ 291,80t 786,54
Performance stock units 1,47z 75 29,88’
Total antidilutive awards 1,919,15 2,683,19: 1,642 ,87. 5,671,79

6. Comprehensive Income (Loss)
The components of comprehensive income (loss) a®fellows (in thousands):

Three Months Ended September 31 Nine Months Ended September 3|

2011 2010 2011 2010
Net income (loss $ 5361 $ 1,182 $ 32,25 $ (1,38¢)
Foreign currency translation adjustme (4,030 1,412 (2,449 758
Unrealized gain (loss) on securit (160 (20 5 (7
Reversal of unrealized gain on securities sold — — (17€) (589)
Total comprehensive income (loss) $ 1,171  $ 2,58 $ 29,63! $ (1,229)

For the three and nine months ended Septembei03Q,&hd 2010, the foreign currency translation stdjent primarily represents the
effect of translating the intangibles and goodwelated to previous acquisitions in Canada.

7. Stock-Based Compensation Expense

Stock-based compensation is measured at the gambedsed on the fair value of the award, and rézed as an expense over the
requisite service period, net of an estimated fnfe rate. We issue four types of stock-based emsation awards: stock options, restricted
common stock, restricted stock units, and perfogaatock units. For further information, see Né@&esd 11 included in our Annual Report
on Form 10-K for the year ended December 31, 20&6 Wwith the SEC on February 18, 2011.

The following summarizes stock-based compensatiperese recognized for the three and nine monthede8dptember 30, 2011 and
2010 (in thousands):

Three Months Ended September 3( Nine Months Ended September 3l

2011 2010 2011 2010
Stock options $ 1,20¢ $ 1,47¢ $ 3,70¢ % 4,50:
Restricted common sto« 33 30C 321 1,41«
Restricted stock unit 1,29¢ 93¢ 3,95¢ 2,411
Performance stock units 204 134 73C 351
Total stock-based compensation expense $ 2,748 $ 2,85( $ 8,71 $ 8,67¢
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8. Business Combinations
eCarList Acquisition

On July 1, 2011, we acquired substantially allhaf assets of eCarList, LLC. eCarList provides &espii inventory management and
online marketing tools for the retail automotiveistry, enabling dealers to appraise, price, angmaadise vehicle inventory online in real-
time. eCarList’s solutions and services are nowara @f the DealerTrack inventory management sahgtigroup, which now includes
inventory management, inventory distribution, véhigppraisal and pricing tools, mobile softwaregldeship health reporting, CRM, custom
web design, and digital marketing solutions viardaagrated Software as a Service (SaaS) platforme¥pect this acquisition will expand «
subscription business and further strengthen datisaships with automobile dealers.

The initial purchase price of eCarList was $36.4iam, consisting of the following components (lousands):

Cash consideratic $ 23,45
Fair value of note payab 10,17¢
Discount on note payab (129
Fair value of contingent consideration 2,90(

Total purchase price $ 36,40%

The note payable has a face value of $11.4 milioth has a term of either two years or six yearsedan certain factors related to the
retention of key individuals. As a result, the nbés a compensatory element that will result inpensation expense of approximately $1.3
million to be recorded in our consolidated statenodroperations over two years from the date olugition. Additionally, we expect to make
payments to certain former employees of eCarListed to continued employment that will result angensation expense of approximately
$2.2 million to be recorded in our consolidatedestent of operations over two years from the dasequisition.

The sellers may earn additional consideration afoup10.0 million, consisting of up to $5.0 milligryable in each of 2012 and 2013
based upon the achievement of certain revenuet$arg2011 and 2012, respectively. The fair valtithe additional consideration will be
measured on a quarterly basis until the contingénogsolved. Any subsequent changes to the faievef the additional consideration will
recorded in our consolidated statement of operatibar the three months ended September 30, 2@ determined that there was no change
to the fair value of the additional consideratifs.of September 30, 2011, $1.5 million of the faitue of the additional consideration was
classified in accrued liabilities — other and $thilion was classified in other liabilities — lortgrm.

We expensed approximately $0.6 million and $1.2ionilof professional fees associated with the agitjan in the three and nine months
ended September 30, 2011. We do not expect to argurdditional professional fees related to tlguisition subsequent to September 30,
2011.

This business combination was accounted for urideatquisition method of accounting, resultinghia total purchase price being
allocated to the assets acquired and liabilitissi@&d according to their estimated fair valuebaidiate of acquisition as follows (in

thousands):

Current assel $ 414
Property and equipme 72
Intangible asset 13,53(
Goodwill 23,42
Total assets acquire 37,44
Total liabilities assumed (1,036
Net assets acquire $ 36,40

Goodwill represents the excess of the purchase prier the fair values of the acquired net tangiole intangible assets. In accordance
with the provisions of ASC 350, goodwill is not artived but will be tested for impairment at leashaally. The allocated value of goodwill
of $23.4 million primarily relates to the anticipdtsynergies resulting from combining eCarList vath current products and the acquired
workforce. Both the acquired goodwill and intangibksets are deductible for tax purposes.
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The amounts allocated to acquired intangible asaatbtheir associated weighted-average usefug livdch were determined based on
the period which the assets are expected to coteritirectly or indirectly to our future cash flove®nsist of the following:
Weighted-
Average
Amount Useful Life
(In thousands’ (Years)

Customer relationshif $ 4,50( 7.C
Technology 6,50( 4.C
Non-compete agreemer 73C 5.C
Trade names 1,80(C 7.C
Total acquired identifiable intangible assets $ 13,53( 5.k

The results of eCarList were included in our coitsted statement of operations from the date ofiiactpn. eCarLists revenue from th
date of acquisition through September 30, 2011,$@22 million. We are unable to provide eCarlsstarnings since the date of acquisitio
we do not have stand alone earnings reportinghitrliusiness.

triVIN Holdings, Inc. Acquisition

On January 31, 2011, we acquired all of the outstenshares of triVIN Holdings, Inc., now knownBsalerTrack Processing Solutions,
Inc., for a purchase price of $125.5 million, netoquired cash, and reflecting the final workimgital adjustment. DealerTrack Processing
Solutions is a leading provider of automobile til@anagement services to lenders and vehicle ratigirservices to automobile dealers. We
expect this acquisition will significantly expandrdransaction business and further strengthemedationship with lenders and automobile
dealers. We expensed approximately $0.5 millioprofessional fees associated with the acquisitiathé fourth quarter of 2010 and $0.3
million for the nine months ended September 30,126Gbr the three months ended September 30, 2041k tvere no professional fees
associated with the acquisition.

This business combination was accounted for urdeatquisition method of accounting, resultinghia total purchase price being
allocated to the assets acquired and liabilitissim&d according to their estimated fair valuebaidiate of acquisition as follows (in
thousands):

Current assel $ 33,44
Property and equipme 82t
Non-current assel 6,52¢
Intangible asset 83,76(
Goodwill 74,21
Total assets acquire 198,77(
Total liabilities assumed (58,406
Net assets acquire $ 140,36

Included in current assets is approximately $14lBom of cash acquired. The liabilities assumedures a $33.5 million deferred tax
liability that relates to the future amortizatiohcertain acquired intangibles.

Goodwill represents the excess of the purchase prier the fair values of the acquired net tangiolé intangible assets. In accordance
with the provisions of ASC 350, goodwill is not artived but will be tested for impairment at leashaally. The allocated value of goodwill
of $74.2 million primarily relates to the anticipdtsynergies resulting from combining DealerTramdcBssing Solutions with our current
products and the acquired workforce. Neither tlguaed goodwill nor intangible assets are deduetfbl tax purposes.
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The amounts allocated to acquired intangible asaatbtheir associated weighted-average usefug livdch were determined based on
the period which the assets are expected to coteritirectly or indirectly to our future cash flove®nsist of the following:

Weighted-
Average
Amount Useful Life
(In thousands' (Years)
Customer relationshif $ 43,90( 6.4
Technology 27,50( 5.C
State DMV contractual relationshi 6,19( 6.C
Non-compete agreemer 5,18( 3.C
Trade names 99C 3.C
Total acquired identifiable intangible assets $ 83,76( 5.7

The results of DealerTrack Processing Solutionswaeluded in our consolidated statement of openatfrom the date of acquisition.

DealerTrack Processing Solutions revenue from #te df acquisition through September 30, 2011, $4&s0 million. We are unable to
provide DealerTrack Processing Solutions earniimggeghe date of acquisition as we do not havedsédone earnings reporting for that
business.

Unaudited Pro Forma Summary of Operations

The accompanying unaudited pro forma summary repteur consolidated results of operations dwiicquisition of DealerTrack
Processing Solutions and eCarList had been contpéet@f January 1, 2010. The unaudited pro formanfiial information includes the
accounting effects of the business combinatioruding adjustments to the amortization of intangiasets, professional fees associated
the acquisition, interest expense on short-terml@amg-term debt which was not acquired by DealetKraompensation expense related to
amounts to be paid for continued employment, amdpsmsation expense and interest expense related twte payable. The unaudited pro
forma information does not necessarily reflectabtual results that would have been achieved,sibmniecessarily indicative of our future
consolidated results.

Three Months Ended September 3i Nine Months Ended September 3|

2011 2010 2011 2010
(In thousands, except per share date
Net revenue $ 95,79! % 80,20: $ 272,10: $ 229,37¢
Net income (loss 6,06¢ (419 4,18¢ (6,999
Basic net income (loss) per shi 0.1t (0.09) 0.1C (0.17)
Diluted net income (loss) per sh: 0.14 (0.09) 0.1C (0.17)

9. Property and Equipment

Property and equipment are recorded at cost anglst@f the following (dollars in thousands):

Estimated

Useful Life  September 3C December 31
(Years) 2011 2010

Computer equipmet 3-5 % 39,48: $ 32,52¢
Office equipmen 5 4,39¢ 3,78¢
Furniture and fixture 5 3,53¢ 3,37¢
Leasehold improvements 3-13 3,74¢ 3,361
Total property and equipment, grc 51,15¢ 43,04¢
Less: Accumulated depreciation (30,379 (24,177)
Total property and equipment, net $ 20,78( $ 18,87¢
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Depreciation expense related to property and ecetipiior the three and nine months ended Septenth@03 1 and 2010 is as follows
(in thousands):

Three Months Ended September 3( Nine Months Ended September 3l
2011 2010 2011 2010
Depreciation expense $ 2,27¢  $ 1,89( $ 6,43t $ 5,80¢

10. Intangible Assets

Intangible assets are recorded at estimated faievand are amortized over their estimated usefes] The gross book value,
accumulated amortization and amortization peridde@intangible assets were as follows (dollarthusands):

September 30, 201 December 31, 201!

Gross Gross Estimated

Book Accumulated Book Accumulated  Useful Life

Value Amortization Value Amortization (Years)
Customer relationshif $ 75,79¢ (28,319 $ 37,02¢ $ (30,289 4-7
Databast 492 (457) 13,29: (12,42 3-6
Trade name 13,387 (7,219 10,60 (6,135 2-10
Technology 58,29: (21,549 27,54 (16,99) 2-5
Non-compete agreemer 7,29¢ (2,264 1,38¢ (860) 4-5
State DMV relationships 6,19( (68¢) — — 6
Total $ 161,45¢ $ (60,476 $ 89,85: $ (66,690

Amortization expense related to intangibles forttiree and nine months ended September 30, 20120rfdis as follows (in thousanc

Three Months Ended September 3( Nine Months Ended September 3l
2011 2010 2011 2010
Intangible amortization expense $ 7,54 $ 4,661 $ 22,11.  $ 14,82

Amortization expense that will be incurred for tleenaining period of 2011 and for each of the subsetffive years and thereafter is
estimated, based on the September 30, 2011 boo&,\ad follows (in thousands):

Remainder of 201 $ 7,46(
2012 25,95¢
2013 22,81¢
2014 19,017
2015 15,20:
2016 7,13(
Thereafter 3,39:
Total $ 100,97¢

Included in the estimated amortization above aggfalowing amounts related to ALG (in thousands):

Remainder of 201 $ 174
2012 694
2013 694
2014 694
2015 27E
Total $ 2,531

As a result of the sale of ALG on October 1, 2@iis amortization expense will not be incurred. fusther information, please refer to
Note 18.
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11. Goodwill

The change in carrying amount of goodwill for theenmonths ended September 30, 2011 is as followgusands):

Goodwill, gross, as of January 1, 2( $ 136,40¢
Accumulated impairment losses as of January 1, 2011 —
Goodwill, net, as of January 1, 20 $ 136,40¢
Acquisition of DealerTrack Processing Solutic 74,217
Acquisition of Automotive Information Cent 49C
Acquisition of eCarLis 23,421
Impact of change in Canadian dollar exchange rate (1,119
Goodwill, gross, as of September 30, 2! $ 233,42¢

Accumulated impairment losses as of September@0l, 2 —
Goodwill, net, as of September 30, 2011 $ 233,42t

12. Accrued Liabilities — Other
A summary of the components of accrued liabilitiezther as of September 30, 2011 and Decembel030, i2 as follows (in thousands):

September 3C December 31

2011 2010
Professional fee $ 2,60: $ 2,17¢
Customer deposit 2,39 2,39¢
Revenue shat 1,73 1,04:
Contingent consideration (Note 1,50C —
Sales taxe 1,14¢ 1,10z
Software license 901 1,26:
Contre-revenue 56¢ —
State DMV transaction fee 524 —
Computer equipmet 374 1,69:¢
Other 5,53¢ 2,83t
Total accrued liabilities — other $ 17,28( $ 12,51

13. Income Taxes

We file a consolidated U.S. income tax return andreturns in various state and local jurisdictigbsrtain of our subsidiaries also
file income tax returns in Canada. The Internalétese Service has initiated a review of our conatdid federal income tax return for the
period ended December 31, 2009. Our amended rilings in California and New York are under revidy each of the respective states.
During the three months ended March 31, 2011, led & formal request for redetermination with that&of Texas as a result of the state’s
denial of our amended returns and refund requesteport years 2005, 2006 and 2007. During theetimonths ended September 30, 2011,
the State of Texas completed their review of oueaed return filings with no changes. In additve,are appealing Pennsylvania’s
assessment to our 2007 and 2008 tax return filidhgf our other significant taxing jurisdictiorege closed for years prior to 2006.

The total liability for uncertain tax positions mrded in our consolidated balance sheet in acdiakiities — other, as of September 30,
2011 and December 31, 2010, was $0.8 million and #illion, respectively.

Interest and penalties, if any, related to tax fpmss taken in our tax returns are recorded irr@geexpense and general and
administrative expenses, respectively, in our clitgied statement of operations. As of both Sepwm30, 2011 and December 31, 2010,
accrued interest and penalties related to taxipositaken on our tax returns are approximately $dillion.

As of December 31, 2010, management determinedhbatltimate realization of deferred tax assetdf&. federal and state income tax
purposes was not considered more likely than nohaily due to limited taxable income in the fealecarry back period, anticipated
insufficient future taxable income and cumulativé&slbook losses incurred in recent years. As dtresaumulative U.S. book losses incur
in recent years and uncertainty as to the exteshtiaring of profitability in future periods, we rexaled a full valuation allowance of $28.4
million against our net U.S. deferred tax assetslugling deferred tax liabilities related to indgfe-lived assets, during the fourth quarter of
2010. As a result of the acquisition of DealerTrBeckcessing Solutions, on January 31, 2011, weiated the combined enterprises past and
expected future results, including the impact effiiture reversal of the acquired deferred taxlltads, and determined that the future
reversal of the acquired deferred tax liabilitiesuld provide sufficient taxable income to suppedlization of certain of our deferred tax
assets, and thereby we reduced the valuation atloevby approximately $24.5 million during the threenths ended March 31, 2011. As a
result of the gain on the sale of ALG on Octobe211, and the expected establishment of defeasetiabilities on the transaction along w
the expected future reversal of deferred tax ligds, we will be evaluating a need for a full vation allowance on our net deferred tax as



for the quarter ended December 31, 2011. For theteuended December 31, 2011, we expect to reagosetion of the remaining
valuation allowance on our net U.S deferred tagtsssf approximately $6.1 million.
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14. Commitments and Contingencies
Service Credi

Under the terms of the purchase agreement witsdler of the AAX business, the parent companyhefdeller was granted the right to
service credits of $2.5 million, which may be apgdlagainst fees that are charged in connectionttn purchase of certain future products
or services of DealerTrack. These service creditére on December 31, 2015. The service creditbeig recorded as a reduction in
revenue as they are utilizéebr the three and nine months ended Septembe03Q, e recorded contra revenue related to thecgecvedits
of $0.3 million and $0.7 million, respectively. Rtwve nine months ended September 30, 2010, appabtedyrtt0.2 million of the service crec
were utilized. For the three months ended SepteBme2010, no service credits were utilized. ASeptember 30, 2011, approximately $1.6
million of the service credit remains.

Contingencies

We are a party to a variety of agreements purdwanhich we may be obligated to indemnify the otharty with respect to breach of
contract, infringement and other matters. Typigalhese obligations arise in the context of agredsentered into by us, under which we
customarily agree to hold the other party harméagsnst losses arising from breaches of represensatvarranties and/or covenants. In tt
circumstances, payment by us is generally conditioon the other party making a claim pursuant égpttocedures specified in the particular
agreement, which procedures typically allow ushallenge the other party’s claims. Further, ouigatlons under these agreements may be
limited to indemnification of third-party claims lyrand limited in terms of time and/or amount. &g instances, we may have recourse
against third parties for certain payments madady

It is not possible to predict the maximum potengigount of future payments under these or simgaeements due to the conditional
nature of our obligations and the unique facts @rmimstances involved in each particular agreemientlate, we have not been required to
make any material payments. We believe that if veeavto incur a loss in any of these matters, nbisprobable that such loss would have a
material effect on our business or financial candit

Retail Sales Tax

The Ontario Ministry of Revenue conducted a retaies tax field audit on the financial records wf Ganadian subsidiary, DealerTrack
Canada, Inc. (formerly known as DealerAccess Caradg, for the period from March 1, 2001 throughy 31, 2003 (the “Audit Period”).
We received a formal assessment from the ministticating unpaid Ontario retail sales tax totaliypgproximately $0.2 million, plus interest.
Although we disputed the ministry’s findings, tresassment, including interest, was paid in ordewvtd potential future interest and
penalties.

As part of the purchase agreement dated Decemb@083 between us and Bank of Montreal for the lpase of all of the issued and
outstanding capital stock of DealerAccess, IncnkBaf Montreal agreed to indemnify us specificdtly this potential liability for all sales tax
periods prior to January 1, 2004. The potentia@s#dx liability for the period covered by this @mnification is now closed due to the
statutory expiration of the periods open for abgithe ministry. All amounts paid to the ministry bs for this assessment were reimburse
the Bank of Montreal under this indemnity.

We undertook a comprehensive review of the auddifigs of the ministry using external tax expe@tar position was that these lender
revenue transactions were not subject to Ontat#l iales tax.

A Notice of Appeal was timely filed on our behalitvthe Superior Court of Justice on March 18, 2@®8hallenge the assessment
because we did not believe these services weredutbjsales tax. In October 2010, the partieseate a settlement of this matter. The
Minutes of Settlement provided that the ministriynieurse us $0.1 million, plus interest, for a tggayment of $0.2 million, which was
received on October 29, 2010. Under the termhefridemnity agreement with The Bank of Montrea,farwarded the settlement payment
to the bank.

The ministry conducted a retail sales tax fieldibod the financial records of DealerTrack Candde, for the period from March 1, 20
through June 30, 2010. We received a propose@ ettt from the ministry indicating unpaid Ontaiteil sales tax totaling approximately
$63,000, plus interest. The assessment includetsifer which the ministry concluded that Dealerkrabould have self-assessed but did not.
DealerTrack did not dispute the ministry’s findiagd paid the amount assessed in April 2011. Theskiyndid not review or assess on the
issue of taxability of our lender revenue trangati

While we believe that the ministry is barred fromnther inquiry or assessment through June 30, 2618¢ event the ministry later
determined that we are obligated to charge salefotahis type of transaction, we believe this @dian subsidiang contractual arrangemel
with its lender customers obligate these custorzepsly all sales taxes that are levied or imposeanly taxing authority by reason of the
transactions contemplated under the particularaontal arrangement. In the event of any failurpap such amounts by our customers, we
would be required to pay the obligation, which cbrdnge from $4.1 million (CAD) to $4.5 million (@A, including penalties and interest.
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On an ongoing basis, various tax jurisdictionshie Wnited States conduct reviews or audits reggrifia sales taxability of our products.
Historically, we have been able to respond to timgjuiries without significant additional sales tability imposed. However, in the event we
are unsuccessful in responding to future inquireiglitional sales tax liabilities may be incurrddve are obligated to charge sales tax for
certain products, we believe our contractual areamgnts with our customers obligate them to pagad#ls taxes that are levied or imposed by
any taxing authority.

Employment Agreements

Pursuant to employment or severance agreementsaithin employees, we have a commitment to pagraece of approximately $5.3
million as of September 30, 2011, in the eventaiination without cause, as defined in the agreésnas well as certain potential gross-up
payments to the extent any such severance paynuid wonstitute an excess parachute payment uhddnternal Revenue Code.
Additionally, in the event of termination withouawse due to a change in control, we would also bas@mmitment to pay additional
severance of $2.1 million as of September 30, 2011.

Legal Proceedings

From time to time, we are a party to litigation teet. In addition to litigation matters arisingdonnection with the normal course of our
business and not expected to have a material adeéfiect on our financial position or results obogtions, we are party to the litigation
described below. The outcomes of these legalreetioe not within our complete control and maybeknown for prolonged periods of
time. In some actions, the claimants seek damagesegll as other relief that could require sigrfit expenditures or result in lost revenues.
In accordance with U.S. GAAP, we record a liabilitythe consolidated financial statements for lomstingencies when a loss is known or
considered probable and the amount can be reagoastithated. When determining the estimated losargye of loss, significant judgment
is required to estimate the amount and timing lofa to be recorded. Estimates of probable lossedting from litigation and governmental
proceedings are inherently difficult to predictrgmaularly when the matters are in early procedstafes, with incomplete legal discovery,
unsubstantiated or indeterminate claims for damagsential penalties, fines or punitive damageshe potential to result in a change in
business practice. While it is not possible to mrtetthe outcome of the matters discussed beloiw,dbssible that costs associated with them
could have a material adverse impact on our cotest@d earnings, financial position, or cash flows.

Patent Litigation

On April 18, 2006, we filed a Complaint and DemdoidJury Trial against David Huber, Finance Expres€ (Finance Express), and
three of their unnamed dealer customers in theedritates District Court for the Central DistritGalifornia, Civil Action No. CV-06-2335
AG (FMOXx). The complaint sought declaratory andingjtive relief, as well as damages, against theriiints for infringement of the U.S.
Patent No. 5,878,403 (the 403 Patent) and 6,587(8% '841 Patent). Finance Express denied infringnt and challenged the validity and
enforceability of the patents-in-suit.

On October 27, 2006, we filed a Complaint and Dedrfan Jury Trial against RouteOne, David Huber Binthnce Express in the
United States District Court for the Central Distiof California, Civil Action No. CV-06-6864 (SJFJhe complaint sought declaratory and
injunctive relief as well as damages against tHerdtants for infringement of the '403 Patent arel’841 Patent. On November 28, 2006 and
December 4, 2006, respectively, defendants RouteDadd Huber and Finance Express filed their amswehe defendants denied
infringement and challenged the validity and endatulity of the patents-in-suit.

On February 20, 2007, we filed a Complaint and Dedrfar Jury Trial against RouteOne LLC (RouteOiigyid Huber and Finance
Express in the United States District Court for @entral District of California, Civil Action No.z-07-215 (CWx). The complaint sought
declaratory and injunctive relief as well as dansaggainst the defendants for infringement of U&8eR No. 7,181,427 (the '427 Patent). On
April 13, 2007 and April 17, 2007, respectivelyfetfedants RouteOne, David Huber and Finance Exfitedsheir answers. The defendants
denied infringement and challenged the validity antbrceability of the '427 Patent.

The DealerTrack, Inc. v. Finance Express et al.;G8%2335 action, the DealerTrack Inc. v. RouteOmeé Binance Express et al., CV-
06-6864 action and the DealerTrack v. RouteOneFamaince Express et al., CV-07-215 action, descritme, were consolidated by the
court. A hearing on claims construction, referreé$ a ‘Markman” hearing, was held on September 25, 2007. Faceapdrt discovery and
motions for summary judgment have substantiallynb@mmpleted.

On July 21, 2008 and September 30, 2008, the gmured summary judgment orders disposing of ceitaires and preserving other
issues for trial.

On July 8, 2009, the court held Claims 1-4 the ‘B2fent were invalid for failure to comply withtarsdard required by the recently
decided case in the Court of Appeals of the Fedgiraliit of In re Bilski. On August 11, 2009, thewt entered into a judgment granting
summary judgment.

On September 8, 2009, DealerTrack filed a noticappieal in the United States Court of AppealsHerRederal Circuit in regards to
the finding of non-infringement of the ‘841 Patethie invalidity of the ‘427 Patent, and the claionstruction order to the extent that it was
relied upon to find the judgments of non-infringerhand invalidity. On May 5, 2011, oral argumemntstioe appeal were held. No decisions
have been received by the parties since the ddteeafral arguments.
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We believe that the potential liability from thiidation will not have a material effect on oundincial position or results of operations
when resolved in a future period.

Other Litigation

On October 13, 2011, Honda Canada, Inc. and Hoatdada Finance Inc. (collectively, “Plaintiff”) fillea lawsuit against Vijay Gera
(“Gera”), a former employee of DealerTrack, and IBEErack in the United States District Court foe thastern District of New York
(11cv4980 (E.D.N.Y.)). The complaint alleges invatvent in a series of computer-based attacks adalmisitiff's Canadian consumer facing
web sites in February 2011. Plaintiff also asstids as a result of these computer-based attRtdisitiff is itself being sued by its customers
in a class-action lawsuit in Ontario, Canada. rRiffialleged damages “well in excess of $75,000t bas not otherwise quantified its damage
claim. Based on DealerTrack’s preliminary inveatign, these events occurred without the knowlaatgavolvement of DealerTrack, and
DealerTrack is cooperating with Plaintgfcounsel in investigating this matter. Whilesitdo early to predict the outcome of the litigatand
whether an adverse result would have a materiaradvmpact on our operations or financial posjtiee believe we have meritorious
defenses and cross-claims, vehemently deny thgadilbens and intend to defend the case vigorously.

We have not recorded an expense related to danmagesnection with this matter because any poteluss is neither currently
probable nor reasonably estimable under U.S. GAA&ditionally, we cannot reasonably estimate thegyeaof loss, if any, that may result
from this matter.

15. Segment Information

The segment information provided in the table beiWweing reported consistent with our method térimal reporting. Operating segments
are defined as components of an enterprise fortwdeparate financial information is available tsatvaluated regularly by the chief
operating decision maker in deciding how to allegasources and in assessing performance. Theogeedting decision maker reviews
information at a consolidated level, as such weshane reportable segment. For enterprise-wideatisot, we are organized primarily on the
basis of service lines. Revenue earned outsideeof)hited States for both the three and nine magrtded September 30, 2011 is less than
10% of our revenue. Revenue earned outside of tited)States for the three and nine months endpte®der 30, 2010 was approximately
12% and 13% of our revenue, respectively.

Supplemental disclosure of revenue by service fgpthe three and nine months ended Septemberd3d, and 2010 is as follows (in
thousands):

Three Months Ended September 3( Nine Months Ended September 3|

2011 2010 2011 2010
Transaction services reven $ 50,41: $ 27,18¢ $ 137,35. $ 76,90¢
Subscription services reven 39,26: 31,27: 107,84. 91,34
Other 6,121 4,667 16,84: 13,56¢
Total net revenue $ 95,79 $ 63,12¢ $ 262,03 $ 181,82(

16. Strategic Agreement with Ally

On February 10, 2010, DealerTrack entered intoaesic relationship with Ally Financial. Under tterms of the agreement, Ally
became a financing option on the DealerTrack crggjification processing network and DealerTraclkedito make a one-time payment to
Ally of $15.0 million, which was paid in May 2018lly continues to accept credit applications thrbuwgcompetitive system, of which it
owns a portion.

The one-time $15.0 million payment is being recdrés a reduction in transaction revenue over thiegef expected benefit of
approximately five years. For the three and ninattm®ended September 30, 2011, we recorded caveaue related to transaction revenue
from the Ally strategic relationship of $0.8 milticand $2.4 million, respectively. For the three aimte months ended September 30, 201(
recorded contra revenue related to transactiomrev&om the Ally strategic relationship of $0.6lmah and $0.8 million, respectively. As of
September 30, 2011, we have $11.0 million of thergt remaining to be amortized to contra reventigshich, we have classified $3.2
million in prepaid expenses and other current asmed $7.8 million in other long-term assets. ABetember 30, 2010, $13.4 million of the
payment was remaining to be amortized to contrameg, of which, $3.2 million was classified in prEpexpenses and other current assets
and $10.2 million was classified in other long-teassets.
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17. Credit Facility

On April 20, 2011, we entered into a $125.0 millayedit facility (including a $25.0 million Canadigublimit), which is available for
general corporate purchases (including capital edipgres and investments), subject to certain d¢@rdi, and which matures on April 20,
2015. The agreement for this credit facility algwrpits us, under certain conditions, to obtainaprt additional $100.0 million of incremer
term loans or incremental revolving commitmentsrfrexisting or new lenders. The interest rate om ¢hedit facility is determined quarterly
and is equal to LIBOR or Prime, as applicable, plusargin of (a) between 225 basis points and 28&ipoints in the case of
Eurodollar/CDOR loans and (b) between 125 basistp@ind 175 basis points in the case of ABR lo@he.rate, in each case, is based on a
consolidated leverage ratio for us and our subsetigthe ratio of consolidated total debt of ud aar subsidiaries to consolidated EBITDA)
not to exceed 2.75 to 1.00 and an interest covertge(EBITDA to cash interest expense) not tdess than 3.0 to 1.0. Additionally, under
the credit facility we are required to make qudyteommitment fees payments on any available raaglamounts at a rate between 40 basis
points and 50 basis points based on our consotldaterage ratio. Interest expense related to ¢hawitment fee for the three and nine
months ended September 30, 2011 was $0.1 millidr@r2 million, respectively. We capitalized approately $1.9 million of debt issuance
costs associated with the credit facility, of wh&h7 million was remaining to be amortized asrieéeexpense as of September 30, 2011.
Debt issuance costs amortized to interest expamgbd three and nine months ended September 3@,\@6re $0.1 million and $0.2 million,
respectively. As of September 30, 2011, we hadmeouats outstanding under our credit facility.

Our credit facility contains restrictive covenatitat limit our ability and our existing or futuralssidiaries’ abilities, among other things,
to:

. incur additional indebtednes

. pay dividends or make distributions in respeabuf, or our existing or future subsidiaries’, capgtock or to make certain other
restricted payments or investmer

. make certain investments, loans, advances, guasaoteacquisitions

. enter into sale and leaseback transacti

. agree to payment restrictior

. incur additional liens

. consolidate, merge, sell or otherwise disposelafradubstantially all of our or the applicable sigiary s assets
. enter into transactions with our or the applicalbsidiar’s affiliates;

. sell assets

. make capital expenditure

. make optional payments in respect of and amendnecesrtain other types of del
. enter into swap agreemen

. change certain fiscal periods; a

. enter into new lines of busine:

In addition, our credit facility requires us and subsidiaries to maintain compliance with spedifi@ancial ratios on a consolidated
basis. Our and our subsidiaries’ ability to compith these ratios may be affected by events beyamatontrol.

As of September 30, 2011, we were in complianch alitrestrictive covenants and financial ratios.

Our credit facility contains the following affirmiaé covenants, among others: delivery of finanstatements, reports, accountants’
letters, budgets, officers’ certificates and otinéormation requested by the lenders; paymentloéobbligations; maintenance of existence
and rights and privileges; maintenance of propanty insurance; right of the lenders to inspect @rypand books and records; compliance
with environmental laws; and covenants regardirdjtashal collateral.

18. Subsequent Events

On August 19, 2011, we agreed to sell our whollywew subsidiary, ALG, to TrueCar in a transactioncttired as a tax-free
reorganization. In consideration for the sale ofGAlwe were to receive a 15.0% equity interest ineQar and a warrant to increase our
ownership interest to up to 19.9%. In a separaiesef transactions, TrueCar completed a new gdjimancing raise with other investors. To
maintain our 15.0% ownership upon the closing efttansaction on October 1, 2011, we made an additinvestment in TrueCar in the
amount of $7.5 million through cash remaining loa balance sheet of ALG on the date of ¢
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TrueCar’s business simplifies and clarifies thelnaring process for consumers by providing accuraeket information which helps
buyers make better, more informed decisions. Tame@ves consumers time and money by providing tarity and transparency, while
delivering the benefits of higher close rates agkicle sales to dealers. TrueCar reaches conswiaeigo channels — direct and
indirect. The direct channel is a website thawjates vehicle pricing transparency to consumersdaatiers and the indirect channel is a
private-label affinity buying program for major inds.

Based upon our preliminary valuation, the estimagatying value of the investment in TrueCar isragpnately $88.0 million,
consisting of $82.5 million representing the faatue of the shares received for ALG (including &delitional $7.5 million cash investment)
and $5.5 million representing the fair value of errant received. This investment will be recorded cost method investment.

The warrant will be marked to market over its te&Ahsent any changes in other fair value inputsfairevalue of the warrant will
decrease and expense will be recorded to our ddased statement of operations over the term ofwueant, which is one year, subject to
adjustment.

In addition to the $88.0 million investment in T&ar, we will record an intangible asset in the amiai $5.6 million which represents
the fair value of a perpetual, royalty-free licenseeived from TrueCar for the future use of certslLG intellectual property and data in our
products and services. The data license is bedagetd as additional consideration received andbgithmortized on a straight-line basis over
its estimated useful life of five years.

As a result of the sale, we expect to recognizeegtgx gain of approximately $47.5 million ($28.8limn net of tax), which represents
the consideration received of $93.6 million (inchgl$82.5 million representing the fair value oé tthares received for ALG, including the
additional $7.5 million cash investment, $5.5 miflirepresenting the fair value of the warrant nezej and $5.6 million representing the fair
value of the data license) less the carrying vafuitbe net assets of ALG. The carrying value ofribeassets of ALG was $46.1 million,
which includes $7.5 million of cash, $1.8 milliohgroperty and equipment, $33.1 million of goodwdiR.5 million of intangible assets and
other net assets of $1.2 million.

We have also entered into additional commerciarayements with TrueCar for its use of certain D@asek and Chrome intellectual
property and data in its products and servicesaditition, we have the right to appoint a dire¢ttofrueCar’s board of directors, which we
have exercised as of October 1, 2011.

In connection with the sale of ALG to TrueCar, vgeeged that if we sell our TrueCar shares (includingeCar shares purchased through
the warrant) within three years after the closioiggross cash proceeds of more than $125.0 miNi@wvill pay to TrueCar the excess over
that amount up to a maximum of $7.0 million, subjeccertain other limitations.

Revenue from the ALG business amounted to apprdeim&2.7 million and $7.6 million for the threecanine months ended September
30, 2011, respectively, and approximately $2.0iariland $6.2 million for the three and nine morehded September 30, 2010, respectively.

We expensed approximately $0.8 million and $0.9iomilof professional fees associated with the satbe three and nine months ended
September 30, 2011. We expect to expense an atigpproximately $1.6 million of professional féeghe fourth quarter of 2011.
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

You should read the following discussion and anslgsour financial condition and results of opécats in conjunction with our
consolidated financial statements. Certain stateinanthis Quarterly Report on Form 10-Q are “formtalooking statements” within the
meaning of Section 27A of the Securities Act 08,188 amended, and Section 21E of the Securitieisaige Act of 1934, as amended (the
“Exchange Act”). These statements involve a nunabeisks, uncertainties and other factors that ebchuse our actual results, performance
or achievements to be materially different from &rtyre results, performance or achievements egaegsr implied by these forwatdeking
statements. Factors that could materially affeahstorward-looking statements can be found in #atisns entitled “Risk Factors” in Part
I, Item 1A. in this Quarterly Report ¢(Form 10-Q and the Quarterly Report on Form 10-Qtfar quarter ended March 31, 2011, as well as
Part I, Item 1A. in our Annual Report Form 10-K for the year ended December 31, 201d fiéh the SEC on February 18, 2011. Investors
are urged to consider these factors carefully ialeating the forward-looking statements and aret@med not to place undue reliance on
such forward-looking statements. The forward-loglstatements made herein are only made as of tleeh#meof and we will undertake no
obligation to publicly update such forward-lookiatatements to reflect subsequent events or cireumoss except as required by law.

Overview

DealerTrack’s intuitive and high-value softwarewimns and services enhance efficiency and prafitalior all major segments of the
retail automotive industry, including dealers, lersj OEMs, agents and aftermarket providers. Wievseour solution set for dealers is the
industry’s most comprehensive. DealerTrack operates thedaamline credit application network in the Unitéates, connecting over 17,(
dealers with more than 1,100 lenders. Our dealeragrement system (DMS) provides dealers with easys¢otools and real-time data access
to enhance their efficiency. Our inventory offggrnprovide vehicle inventory management and meikang solutions to help dealers drive
higher in-store and online traffic with state-o&thrt, real-time listings — leading to acceleratsdd-vehicle turn rates and higher dealer
profits. Our sales and F&l (finance & insuranceluions allow dealers to streamline the entiresg@rocess as they structure deals from a
single integrated platform. Our compliance offgrivelps dealers meet legal and regulatory requingsnand protect their assets. We also
offer additional solutions for the automotive inttysincluding electronic motor vehicle registratiand titling applications, paper title store
and digital document services. Our family of comipa also includes data and consulting serviceggeo Chrome Systems.

We are a Delaware corporation formed in August 20@& are organized as a holding company and coradsigbstantial amount of our
business through our wholly owned subsidiariedutling Chrome Systems, Inc., DealerTrack AAX, ImdealerTrack Aftermarket Services,
Inc., DealerTrack Canada, Inc., DealerTrack Digitatvices, Inc., DealerTrack, Inc., DealerTrackd@ssing Solutions, Inc., General Systt
Solutions, Inc., FDI Computer Consulting, Inc., aehlerTrack Systems, Inc.

On October 1, 2011, we sold ALG to TrueCar. Fottfer information, please refer to Note 18 in theomepanying notes to the
consolidated financial statements included in @usrterly Report on Form 10-Q.

We monitor our business performance using a numbereasures that are not found in our consolidfiteohcial statements. These
measures include the number of active dealersamkls, active lender to dealership relationshipghe DealerTrack network, the number of
subscribing dealers in the DealerTrack network nilvaber of transactions processed, the averageeairiian price and the average monthly
subscription revenue per subscribing dealershipb®@lieve that improvements in these metrics wiltein improvements in our financial
performance over time.

We also view the acquisition and successful intigmnaof acquired companies as important milestangkse growth of our business as
these acquired companies bring new products tewstomers and expand our technological capabiliésbelieve that successful
acquisitions will also lead to improvements in financial performance over time. In the near temowever, the purchase accounting
treatment of acquisitions can have a negative itn@aour consolidated statement of operations eslépreciation and amortization expenses
associated with acquired assets, as well as plarticuangibles (which tend to have a relativelprsluseful life), can be substantial in the first
several years following an acquisition. As a resuét monitor our non-GAAP financial measures artbobusiness statistics as a measure of
operating performance in addition to net incomsgjand the other measures included in our corastidinancial statements.

The following is a table consisting of non-GAAPdircial measures and certain other business statiktit management is continually
monitoring (amounts in thousands are adjusted ERIT&ljusted net income, capital expenditures asastictions processed):

Three Months Ended September 3( Nine Months Ended September 3l

2011 2010 2011 2010
Non-GAAP Financial Measures and Other Business

Statistics:

Adjusted EBITDA (No-GAAP) (1) $ 23,04 % 12,85 $ 56,99t $ 27,597
Adjusted net income (N-GAAP) (1) $ 14,65¢ $ 6,631 $ 33,190 $ 13,70
Capital expenditures, software and website devetopiroost: $ 7,22z $ 6,482 $ 23,55 $ 26,07(
Active dealers in our network as of end of the @e(i2) 17,62¢ 16,96 17,62¢ 16,96
Active lenders in our network as of end of the per(3) 1,10: 921 1,10 921
Active lender to dealer relationships as of the efithe perioc

4 150,51 137,38t 150,51 137,38t
Subscribing dealers in our network as of end ofpivéod (5) 15,86( 13,85¢ 15,86( 13,85¢
Transactions processed 19,77: 13,29¢ 55,68 37,37¢

Average transaction price ( $ 26C $ 2.0¢ % 252 % 2.0¢



Average monthly subscription revenue per subsagibin
dealership (8 $ 834 $ 75¢ $ 8l $ 74%

(1) Adjusted EBITDA is a non-GAAP financial measuhat represents GAAP net income (loss) exclutitayest, taxes, depreciation and
amortization expenses, and contra-revenue and Rtdyde certain items such as: impairment chargssructuring charges, acquisition-
related compensation expense and professionatsdegs, realized gains or (losses) on securéi@certain other non-recurring items.
Adjusted net income is a non-GAAP financial meashet represents GAAP net income (loss) excludingksbased compensation
expense, the amortization of acquired identifiabiangibles, contra-revenue, and may also exclediin items such as: impairment
charges, restructuring charges, acquisition-relatedpensation expense and professional servicerfmsized gains or (losses) on
securities, adjustments to deferred tax asset tratuallowances and certain other non-recurrinméeThese adjustments to net income,
which are shown before taxes, are adjusted for thriimpact. Adjusted EBITDA and adjusted net imeoare presented because
management believes they provide additional infeilmnawith respect to the performance of our fundatakbusiness activities and are
also frequently used by securities analysts, imresind other interested parties in the evaluatfamomparable companies. We rely on
adjusted EBITDA and adjusted net income as primaggsures to review and assess the operating paricamof our company and
management team in connection with our executivepemsation plan incentive paymer

Adjusted EBITDA and adjusted net income have litigtas as an analytical tool and you should not wrg¢hem in isolation from, or as
a substitute for, analysis of our results as reygbunder GAAP. Some of these limitations are:

. Adjusted EBITDA and adjusted net income do ndegtfour cash expenditures or future requirememtsdpital expenditures or
contractual commitment
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. Adjusted EBITDA and adjusted net income do notefchanges in, or cash requirements for, our wgrkapital need:

. Although depreciation and amortization are noriadsarges, the assets being depreciated and aetbwi# often have to be
replaced in the future, and adjusted EBITDA andisigid net income do not reflect any cash requirésrfen such replacement

. Non-cash compensation is and will remain a key eleroéotr overall long-term incentive compensatiockzme, although we
exclude it from adjusted net income when evaluatimgongoing performance for a particular peri

. Adjusted EBITDA and adjusted net income do ndefthe impact of certain charges or gains resyiiom matters we consider
not to be indicative of our ongoing operations;

. Other companies may calculate adjusted EBITDAadjdsted net income differently than we do, lingtits usefulness as a
comparative measur

Because of these limitations, adjusted EBITDA adijdsted net income should not be considered asuresasef discretionary cash available
to us to invest in the growth of our business. \Wiepensate for these limitations by relying primaah our GAAP results and using adjusted
EBITDA and adjusted net income only as supplementsir GAAP results. Adjusted EBITDA and adjusted imcome are measures of our
performance that are not required by, or presentadcordance with, GAAP. Adjusted EBITDA and ad@asnet income are not
measurements of our financial performance under BAAd should not be considered as alternativesttmcome, operating income or any
other performance measures derived in accordartbeGAAP or as alternatives to cash flow from opiegatctivities as a measure of our
liquidity.

The following table sets forth the reconciliatiohagljusted EBITDA, a non-GAAP financial measurenfrnet income (loss), our most
directly comparable financial measure in accordamitie GAAP (in thousands):

Three Months Ended September 31 Nine Months Ended September 3|

2011 2010 2011 2010

GAAP net income (loss $ 5361 $ 1,182 $ 32,25 % (1,38¢)
Interest incom (72) (132 (270 (381)
Interest expens 334 36 57¢ 15E
Provision for (benefit from) income tax 1,492 1,51¢ (20,129 80C
Depreciation of property and equipment and amditineof

capitalized software and website cc 5,33¢ 4,51( 15,50¢ 12,65
Amortization of acquired identifiable intangibles 7,542 4,661 22,11: 14,82«
EBITDA (Non-GAAP) 19,99° 11,77: 50,05¢ 26,66
Adjustments

Contre-revenue (9 1,17¢ 60< 3,232 801

Integration and other related costs (including am®uelated

to stocl-based compensatio 51 — 1,00¢ —

Acquisition related and other professional f 1,39( A47¢€ 2,60¢ 71t

Acquisition related compensation expe 42¢ — 503 —

Realized gain on securities — — (409) (582)
Adjusted EBITDA (Non-GAAP) $ 23,04.  $ 12,85 $ 56,99¢ $ 27,591
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The following table sets forth the reconciliatioinagdljusted net income, a non-GAAP financial meastar@et income (loss), our most
directly comparable financial measure in accordamitie GAAP (in thousands):

Three Months Ended September 3i Nine Months Ended September 3|

2011 2010 2011 2010
GAAP net income (loss $ 5361 $ 1,182 $ 32,25 $ (1,38¢)
Adjustments
Deferred tax asset valuation allowance taxable) (10 1,197 — (22,35() —
Amortization of acquired identifiable intangibl 7,545 4,661 22,11 14,82
Stock-based compensation (excluding amounts indlide
integration and other related cos 2,74 2,85( 8,59¢ 8,67¢
Contrée-revenue (9 1,17¢ 60< 3,232 801
Integration and other related costs (including amsuelated
to stock based compensatic 51 — 1,00¢ —
Acquisition related and other professional f 1,39( A47¢€ 2,60¢ 71t
Acquisition related compensation expense 42¢ — 503 —
Amended state tax returns impact (-taxable) (277) 101 (239 101
Realized gain on securities (r-taxable) — — (409 (582
Tax impact of adjustments (12) (4,96%) (3,246 (14,119 (9,449
Adjusted net income (Non-GAAP) $ 14,65: $ 6,631 $ 33,19« 3 13,708
2 We consider a dealer to be active in our netvas of a date if the dealer completed at leastremenue-generating credit application
processing transaction using the U.S. DealerTratkark during the most recently ended calendar mdrtte number of active U.
dealers is based on the number of dealer accosmsramunicated by lenders on the U.S. DealerTratkark.
3) We consider a lender to be active in our netves of a date if it is accepting credit applioattata electronically from U.S. dealers
in the U.S. DealerTrack netwot
4) Each lender to dealer relationship represamisir between an active U.S. lender and an atti8e dealer at the end of a given
period.
(5) Represents the number of dealerships withoomeore active subscriptions on the DealerTracRealerTrack Canada networks at
the end of a given perio
(6) Represents revenue-generating transactiomegsed in the DealerTrack, DealerTrack AftermaBestices, DealerTrack Processing
Solutions and DealerTrack Canada networks at tdeoéa given perioc
@) Represents the average revenue earned psadttéon processed in the DealerTrack, DealerTréetdriarket Services, DealerTrack
Processing Solutions and DealerTrack Canada neswhrkng a given period. Revenue used in the cation adds back (excludes)
transaction related con-revenue
(8) Represents subscription services revenueeativy average subscribing dealers for a given génishe DealerTrack and
DealerTrack Canada networks. Revenue used in theladon adds back (excludes) subscription relaur:-revenue
9) For further information, please refer to Nétteand Note 16 in the accompanying notes to thealwlated financial statements
included in this Quarterly Report on Form-Q.
(10) At December 31, 2010, management determimaitiie ultimate realization of deferred tax ask®ts).S. federal and state income

tax purposes was not considered more likely thanpmonarily due to limited taxable income in thexléral carry back period,
anticipated insufficient future taxable income a&ndnhulative U.S. book losses incurred in recentsie&s a result of cumulative U.S.
book losses incurred in recent years and unceytamto the extent and timing of profitability int@ire periods, we recorded a full
valuation allowance of $28.4 million against out beS. deferred tax assets, excluding deferrediahiities related to indefinite-
lived assets, during the fourth quarter of 201@. aAesult of the acquisition of DealerTrack PreoesSolutions, on January 31,
2011, the company evaluated the combined entegpp@ast and expected future results, includingrigatct of the future reversal of
the acquired deferred tax liabilities, and deteedithat the future reversal of the acquired dedeta® liabilities would provide
sufficient taxable income to support realizatiorceftain of DealerTrack’s deferred tax assets haceby we reduced the valuation
allowance by approximately $24.5 million during theee months ended March 31, 2011. As a resuhieo§ain on the sale of ALG
on October 1, 2011, and the expected establishaietgferred tax liabilities on the transaction ajomith the expected future rever
of deferred tax liabilities, we will be evaluatiagnheed for a full valuation allowance on our ndeded tax assets for the quarter
ended December 31, 2011. For the quarter endednibere31, 2011, we expect to reverse a portionefdéimaining valuation
allowance on our net U.S deferred tax assets abappately $6.1 million. For further informationlgase refer to Note 13 in the
accompanying notes to the consolidated financééstents included in this Annual Report on Forr-Q.
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(11) Approximately $45,000 of the acquisition relatednpensation expense is r-taxable.

(12) The tax impact of adjustments for the three ané mionths ended September 30, 2011 are based @& atbkutory tax rate of 37.4
applied to taxable adjustments other than amoitizaif acquired identifiable intangibles and stdi@dsed compensation expense,
which are based on a blended tax rate of 37.3%3@r@o, respectively, for the three months endede®dper 30, 2011, and 37.1%
and 37.0%, respectively, for the nine months ergkgatember 30, 2011. The tax impact of adjustmemtthé three and nine months
ended September 30, 2010 are based on a U.S j\effeat rate of 38.3% applied to taxable adjustmetiier than amortization of
acquired identifiable intangibles and stock basadmensation expense, which are based on a bleagedté of 37.4% and 38.1%,
respectively, for the three months ended Septe®®e2010, and 37.5% and 38.2%, respectively, femihe months ended
September 30, 201

Revenue

Transaction Services Revenligansaction services revenue consists of revenue@drom our lender customers for (1) each eleatro
receipt of credit application or contract data ttedlers submit to them through the DealerTract#litegpplication network; (2) for each
financing contract executed via our electronic cacting and digital contract processing solutid@®);for each title record perfected or
administered; and (4) for any transactional dateises performed. We also earn transaction servesnue from dealers or other service
information providers, such as aftermarket, acagsaind credit report providers, for each fee bapproduct accessed by dealers.

Subscription Services Reven@ebscription services revenue consists of reveaused from our customers (typically on a monthly
basis) for use of our subscription or license-bgseducts and services. Our subscription servinable dealer customers to manage their
dealership data and operations, compare varioaading and leasing options and programs, sell &msig and other aftermarket products,
analyze, merchandise, and advertise their inverstndyexecute financing contracts electronically.

Other Revenudther revenue consists of revenue primarily eathemigh forms programming, data conversion, trgjrand hardware
and equipment sales from our DMS solution, shipgiognmissions earned from our digital contract bes$n consulting and analytical
revenue earned from ALG, and training fees earrau bur inventory management solution.

Operating Expenses

Cost of Revenu€ost of revenue primarily consists of expensededlto running our network infrastructure (incluglimternet
connectivity, hosting expenses and data storag®yrtezation expense on acquired intangible assafsitalized software and website
development costs, compensation and related berefinetwork and technology development persorarebunts paid to third parties
pursuant to contracts under which (i) a portiocertain revenue is owed to those third partiesefnere share) or, (ii) fees are due based on the
number of transactions processed, direct costddiar licenses and direct costs (printing, bindimg delivery) associated with our residual
value guides. Cost of revenue also includes hamrelwasts associated with our DMS product offerimgl @mpensation, related benefits and
travel expenses associated with DMS installatiosqgranel, compensation and related benefits assdcveth strategic inventory consulting
personnel, compensation, related benefits and teanptabor associated with personnel who processéctions for our digital contract,
collateral management, and registration and tithalgitions, and advertising expenses associatédowit search and media product offerings.

Product Development ExpensBsoduct development expenses consist primarilyofensation and related benefits, consulting fad
other operating expenses associated with our ptathwelopment departments. The product developohegpartments perform research and
development, in addition to enhancing and maintgjrxisting products.

Selling, General and Administrative Expenssslling, general and administrative expenses copgisarily of compensation and related
benefits, facility costs and professional serviees for our sales, marketing, customer serviceaamdginistrative functions.

We allocate overhead such as occupancy and teleooioations charges, and depreciation expense lmmskdadcount, as we believe
this to be the most accurate measure. As a resptirtion of general overhead expenses is refléntedst of revenue and each other oper:
expense category.

Acquisitions

On January 31, 2011, we acquired all of the outktanshares of DealerTrack Processing Solutiona faurchase price of approximately
$125.5 million in cash, net of acquired cash, aftkcting the final working capital adjustment. De@rack Processing Solutions is a leading
provider of automobile title management serviceletalers and vehicle registration services to aotnla dealers. We expect this acquisition
will significantly expand our transaction businegsd further strengthen our relationship with lesdnd automobile dealers. For further
information, please refer to Note 8 in the acconypannotes to the consolidated financial statemarttisided in this Quarterly Report on
Form 10-Q.
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On July 1, 2011, we acquired substantially allhaf &ssets of eCarList for an initial purchase poic®36.4 million, reflecting the final
working capital and other customary adjustmentgreiSt provides a suite of inventory management@mthe marketing tools for the retalil
automotive industry, enabling dealers to appraisee, and merchandise vehicle inventory onlinesal-time. eCarList’s solutions and
services are now a part of the DealerTrack invgmeanagement solutions group, which now includgsritory management, inventory
distribution, vehicle appraisal and pricing toagtgbile software, dealership health reporting, CRMstom web design, and digital marketing
solutions via an integrated Software as a Sengea®) platform. We expect this acquisition will @xg our subscription business and further
strengthen our relationships with automobile dealEor further information, please refer to Noie &he accompanying notes to the
consolidated financial statements included in @usrterly Report on Form 10-Q.

Sale of ALG

On August 19, 2011, we agreed to sell ALG to Trug@a transaction structured as a feee reorganization. In consideration for the
of ALG, we were to receive a 15.0% equity inteiasErueCar and a warrant to increase our ownerisitguest to up to 19.9%. In a separate
series of transactions, TrueCar completed a newtyefipancing raise with other investors. To maintaur 15.0% ownership upon the clos
of the transaction on October 1, 2011, we madedditianal investment in TrueCar in the amount ofS¥nillion through cash remaining on
the balance sheet of ALG on the date of sale. ohér information, please refer to Note 18 indlieompanying notes to the consolidated
financial statements included in this Quarterly &¢pn Form 10-Q.

Fair Value Measurements

We have segregated all financial assets that assuned at fair value on a recurring basis intontlest appropriate level within the fair
value hierarchy based on the inputs used to deterthie fair value at the measurement date.

A reconciliation of the beginning and ending bakstor Level 3 investments as of September 30, 20t1December 31, 2010, is as
follows (in thousands):

Balance as of January 1, 2C $ 3,971
Unrealized loss on securities recorded in otherpgreimensive incom (167)
Partial redemption of auction rate security (1) (1,100
Balance as of December 31, 2( 2,704
Sale of ta-advantaged preferred stock (2,485
Realized gain on securities included in the staterakoperations (2 40¢
Reversal of unrealized gain on securities soldndsxbin other comprehensive inco (17¢)
Redemption of auction rate security (1) (450
Balance as of September 30, 2011 $ —

(1) Level 3 short-term investments as of Decen34e2010 included an auction rate security investedtax-exempt state government
obligation that was valued at par with a value @#$illion, or 0.1% of our total assets. Our interas not to hold the auction rate
security invested in a tax-exempt state governrabhigation to maturity, but rather to use the ietgreset feature to provide liquidity. In
October 2010, $1.1 million of this security waseenhed by the issuer at par. Due to continued &slur the marketplace auctions, we
held the remaining $0.4 million auction rate setyuuntil the maturity date in September 2011, whewas redeemed by the issuer at |

(2) Level 3 long-term investments as of Decemider2®10 included a tax-advantaged preferred stbekfimancial institution with a fair
value of $2.3 million, or 0.5% of total assets.dDecember 31, 2010, it was uncertain whether weldvbe able to liquidate these
securities within the next twelve months; as suehclassified them as long-term on our consolidasddnce sheet. Due to the lack of
observable market quotes, we utilized valuation ef®that relied exclusively on Level 3 inputs irdihg those that are based on expe
cash flow streams, including assessments of cquantyrcredit quality, default risk underlying thecsirity, discount rates and overall
capital market liquidity. In June 2011, we soliéthecurity for approximately $2.5 million and reded a gain of approximately $0.4
million in our consolidated statement of operatic

Critical Accounting Policies and Estimates

Our management’s discussion and analysis of oanéial condition and results of operations is basedur consolidated financial
statements, which have been prepared in accordeitit&AAP. The preparation of these consolidatediricial statements requires
management to make estimates and judgments tleat #it amounts reported for assets, liabilitiegenue, expenses and the disclosure of
contingent liabilities.

Our critical accounting policies are those thath@beve are both important to the portrayal of fimancial condition and results of
operations and that involve difficult, subjectivecomplex judgments, often as a result of the needake estimates about the effect of
matters that are inherently uncertain. The estisate based on historical experience and on vasssismptions about the ultimate outcome
of future events. Our actual results may diffenirthese estimates if unforeseen events occur adlive assumptions used in the estimation
process differ from actual results. Managemenebek there have been no material changes to tieakeaccounting policies discussed in the
section entitled “Management Discussion and AnalgsiFinancial Condition and Results of Operatiansdur Annual Report on Form 10-K
for the year ended December 31, 2010, filed withSEC on February 18, 2011, except as set fortwhalhich relate to revenue recogniti



practices arising from the acquisition of Dealeckr®rocessing Solutions.
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Revenue Recognition
Collateral Management Services Transaction Revenue

Our collateral management solution provides papdredectronic-based title services. Customer cotdrare principally comprised of
two elements: (1) title perfection and (2) titlenddistration.

Collateral management services are delivered eitiagrually (for paper-based) or electronically. Pagmsed title management services
require us to physically hold, store and manuallgase the title. Electronic title managementisessrequire an electronic title and data
storage; the release of the title can be acconudisly the lien holder and does not require manctadraby us.

Deliverables for paper and electronic title managetvarrangements are separated into more than mihefuaccounting when (i) tt
delivered element(s) have value to the customex standalone basis, (ii) delivery of the undelivered elenig) is probable and substantii
in our control, and (iii) evidence of fair valuedsailable.

Based on the above criteria, both paper and eldcttmsed collateral management service revenue igaegainto two units «
accounting. We recognize a portion of the papsebtaransaction fee upon completion of the lienudwentation and for electronkmase!
transactions upon receipt of the title record. &stomers in which we bill the entire transactiea in advance, a portion of both the pape!
electronicbased transaction fee is deferred and recognizezt tive title administration period, which we estiemao be at 3
months. Amounts allocated to each unit of accowgrgire based upon the price charged when eachrlésrsold separately.

Collateral management services revenue also inslueéeenue earned from converting a new lersdétle portfolio to our collater
management solution and other ancillary servidaaounts earned from converting a new lender’s ptidfare recognized over the lender’
estimated portfolio loan life which varies depemngion the lender. Amounts earned from other angilkervices are recognized on a
transaction basis after services have been rendered

Registration and Titling Services Transaction Rexen

Our registration and titling services solution gd®s various web-based and service-bureau autoenediicle registration services to
customers. Registration and titling services rereeis recognized on a per transaction basis ateices have been rendered.
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Results of Operations

The following table sets forth, for the pesdddicated, the consolidated statements of oersti

Three Months September 30 Nine Months September 30
2011 2010 2011 2010
% of Net % of Net % of Net % of Net
$ Amount Revenue $ Amount Revenue $ Amount Revenue $ Amount Revenue
(In thousands, except percentage: (In thousands, except percentage:

Consolidated Statements of Operations Date
Net revenue $ 95,79: 100.(% $  63,12¢ 100.(% $ 262,03! 100.(% $ 181,82( 100.(%
Operating expense

Cost of revenu 52,80: 55.2 32,837 52.C 145,94: 55.7 96,977 53.2

Product developmel 3,661 3.8 3,35¢ 5.3 10,90¢ 4.2 10,29: 5.7

Selling, general and administrative 32,28t 33.7 24,52¢ 38.¢ 93,34( 35.¢ 77,03¢ 42.4

Total operating expenses 88,74¢ 92.7 60,71 96.2 250,18! 95.t 184,30:- 101.
Income (loss) from operatiol 7,04¢ 7.3 2,411 3.8 11,85( 4.5 (2,489 (1.9)

Interest incom 71 0.1 132 0.2 27C 0.1 381 0.2

Interest expens (339 (0.9 (3€) — (57¢) (0.2) (15%) —

Other (expense) income, r 72 0.1 19C 0.3 17€ 0.1 1,09C 0.6

Realized gain on securities — — — — 40¢ 0.2 582 0.3
Income (loss) before (provision for) benefit fro

income taxe: 6,85:¢ 7.2 2,697 4.3 12,127 4.7 (58¢) (0.9
(Provision for) benefit from income taxes, net (1,497) (1.€) (1,51%) (2.4 20,12¢ 7.€ (80C) (0.5)
Net income (loss $ 5,361 5.6% $ 1,182 1.9% $ 32,25t 12.5% $ (1,38¢) (0.8)%

Three Months Ended September 30, 2011 and 2010

Revenue
Three Months Ended September 3| Variance
2011 2010 $ Amount Percent
(In thousands, except percentage:

Transaction services reven $ 50,41. $ 27,18t $ 23,22: 85%
Subscription services reven 39,26 31,27: 7,98¢ 26%
Other 6,121 4,66 1,45¢ 31%
Total net revenue $ 95,79: $ 63,12¢ $  32,66¢ 52%

Total net revenue increased $32.7 million, or 582¢495.8 million for the three months ended Sep&mnd, 2011 from $63.1 million for
the three months ended September 30, 2010.
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Transaction Services Revenu@ransaction services revenue increased $23.milbr 85%, to $50.4 million for the three monérlec
September 30, 2011 from $27.2 million for the thmeenths ended September 30, 2010. The increasaniseiction revenue is primarily due
the acquisition of DealerTrack Processing Solutiemganuary 31, 2011, which contributed $16.0 arillior 69%, to the increase in
transaction revenue. In addition, improving credigilability through our U.S. credit applicatioropessing network, an increase in autome
sales and the addition of Ally as a lender to ol8.Wetwork contributed to the increase in transadervices revenue. As seen in the table
below, these industry trends had a positive impaatur key business metrics for the three montldge@iseptember 30, 2011, as compared to
the same period in 2010.

Three Months Ended September 3| Variance
2011 2010 Amount Percent
Average transaction price (excludes impact of @-revenue; $ 26C $ 2.0¢ $ 0.51 24%
Active lenders in our network as of end of pet 1,10: 921 182 20%
Active lender to dealer relationshi 150,51 137,38t 13,12¢ 10%
Transactions processed (in thousands, except pagss) 19,77: 13,29¢ 6,47¢ 49%

Our average transaction price and the total nurbiansactions processed increased 24% and 48¥ectvely, which resulted in an
increase in revenue of $10.1 million and $13.5iomill respectively. These increases were partidfsebby an increase in contra-revenue of
$0.4 million primarily related to transaction reuenearned from our strategic relationship with Alhyd through the use of service credits
related to the AAX acquisition. Contributing factdp the increase in average transaction pricdtantbtal number of transactions processed
were the acquisition of DealerTrack Processing t8nig, whose transactions are generally at a higherage price than our other
transactions, and which added additional voluni2)% increase in lender customers active in our DealerTrack network who are
generally lower transaction volume customers witfhér prices per transaction; and a 10% increaseimumber of lender to dealer
relationships. The increase in our number of lendeiealer relationships was attributable to metéva dealers, more active lenders on our
U.S. network, an increase in the average numblenadkers that dealers use and was also impactgasinby our strategic relationship with
Ally.

Subscription Services Revenu8ubscription services revenue increased $8.@omjlbr 26%, to $39.3 million for the three mongmlec
September 30, 2011 from $31.3 million for the thmeenths ended September 30, 2010. The acquisifie@arList on July 1, 2011,
contributed $3.0 million, or 38%, to the increassubscription revenue. The increase in subscripBegenue is due to the following
improvements in our key business metrics for thedlmonths ended September 30, 2011 as compaiteel $ame period in 2010.

Three Months Ended September 3| Variance
2011 2010 Amount Percent
Average monthly spend per subscribing dealer (eledumpact of
contre-revenue $ 834 $ 75¢ $ 75 10%
Subscribing dealers in our network as of end ofpréod 15,86( 13,85¢ 2,00¢ 14%

The 10% increase in average monthly spend per sblvgrdealer contributed $3.5 million to subsdaptservices revenue and a 15%
increase in average number of subscribing dealevari network contributed $4.6 million to subsdoptservices revenue; these increases
were partially offset by $0.2 million in contra-we resulting from the use of service creditsedl#o the AAX acquisition. The increase in
average monthly spend per subscribing dealer iisguify due to the acquisition of eCarList on Ju)}2011 and to the continued success of
selling DMS, inventory management and compliandetsms, including our ability to cross sell thasautions to existing customers.

Other Revenue.Other revenue increased $1.5 million, or 31%%&d. million for the three months ended SeptemBe2811 from

$4.6 million for the three months ended SeptemBe2810. The $1.5 million increase was primarilg da an increase in installation, train
and hardware revenue from our DMS business.
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Operating Expenses

Three Months Ended September 3| Variance
2011 2010 $ Amount Percent
(In thousands, except percentage:
Cost of revenu $ 52,80 $ 32,837 $ 19,96¢ 61%
Product developmel 3,661 3,35¢ 307 9%
Selling, general and administrative 32,28t 24,52¢ 7,75¢ 32%
Total operating expenses $ 88,74¢ $ 60,717 $  28,03: 46%

Cost of Revenu€ost of revenue increased $20.0 million, or 61%%58.8 million for the three months ended Septer8Be2011 from
$32.8 million for the three months ended Septer8Be2010. The $20.0 million increase was primdtily result of increases of $5.4 million
in intangible amortization related to DealerTrackdessing Solutions, Automotive Information Centend eCarList acquired intangibles,
$3.5 million in costs related to DealerTrack Preieg Solutions, which primarily includes transantfees that are paid to third parties and
temporary labor associated with processing traisast$1.2 million in increased technology expensgsch includes hosting expenses,
technology support and other consulting expeng®3g, fillion in costs related to eCarList, whichrpairily includes advertising expenses
associated with their product offerings, $0.9 raiilin software amortization and depreciation cher§6.6 million primarily related to
temporary labor as a result of the growing volurhe®ocs transactions, $0.8 million in occupancy sledcommunications costs, $0.6 mill
in increased hardware costs on equipment salestenaince costs, and installation costs associathcbowr DMS solution, and $0.4 million
in increased costs associated with our Canadiaratipes as a result of expanding our product affgsiin Canada. Additionally, there were
increases of $1.4 million in bonus compensation®ha& million in salary compensation and relateddfi¢ costs primarily due to the
acquisition of DealerTrack Processing Solutiongdweunt additions, and an increase in payroll dhdrdaxes. These increases were par
offset by a decrease in intangible amortizationesmge of $2.5 million primarily due to intangiblesass which became fully amortized during
the three months ended September 30, 2011.

Product Development ExpensBsoduct development expenses increased $0.3 mitio®%s, to $3.7 million for the three months ended
September 30, 2011 from $3.4 million for the thmeenths ended September 30, 2010. The $0.3 milfiorease was primarily the result of
increased salary and related benefit costs priyndtié to the acquisition of DealerTrack ProcesSiafyitions and increased bonus
compensation.

Selling, General and Administrative Expensgalling, general and administrative expenses ise@&7.8 million, or 32%, to
$32.3 million for the three months ended SepterBBe2011 from $24.5 million for three months en&sgphtember 30, 201The $7.8 millior
increase in selling, general and administrativeeesps was primarily the result of an increase d #fillion in bonus compensation and an
increase of $3.9 million in salary compensation egldted benefit costs primarily due to the acdjoisiof DealerTrack Processing Solutions
and an increase in commission expense. AdditiontBre were increases of $0.9 million in dealteglacosts due to the acquisition of
eCarList and the sale of ALG in 2011, $0.5 milliarrecruiting and relocation costs, $0.5 millionbiad debt expense and $0.3 million in
selling expenses.

Provision for Income Taxes, Ne

Three Months Ended September 3| Variance
2011 2010 $ Amount  Percent
(In thousands, except percentage:
Provision for income taxes, n $ (1,497 $ (1,515 $ 23 2%

The net provision for income taxes for the threaths ended September 30, 2011 of $1.5 million svediprimarily of $0.9 million of
federal income tax expense, $0.1 million of stat®me tax expense and $0.5 million of tax expeasedr Canadian subsidiary. The net
provision for income taxes for the three monthseeh8eptember 30, 2010 of $1.5 million consistetharily of $0.1 million of federal
income tax expense, $0.7 million of state inconxeetgpense and $0.7 million of tax expense for camatlian subsidiary. Included in our tax
expense for our U.S. subsidiaries for the threethmanded September 30, 2011 was an income tafitrefeted to the favorable completi
of the review of our amended Texas tax returngrime tax benefit related to the filing of our resdaand development credit, and an income
tax benefit related to the completion of our 2018 .Uax return, which together resulted in a bénefour tax rate of approximately 26.6%.
Included in our tax expense for our Canadian sudasidor the three months ended September 30, 2044 an income tax benefit related to
our Scientific Research and Experimental Develogramdit which resulted in a benefit to our taveraf approximately 3.1%. Included in 1
expense for our Canadian subsidiary for the threeths ended September 30, 2010 is $0.3 milliomfpermanent item relating to intangible
amortization. This amount had a 9.7% impact oreffective tax rate for the three months ended $eipée 30, 2010. For the three months
ended September 30, 2011, the permanent itemnglitiintangible amortization for our Canadian sdilbsy did not have a significant imp
on tax expense. Our effective tax rate for theghmenths ended September 30, 2011 is 21.8% compétte86.2% for the three months
ended September 30, 2010.
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While we have been forecasting sufficient U.S. btaodable income in future periods, we are curreintlgt three-year cumulative pretax
book loss position in the United States. As a tefutumulative U.S. book losses incurred in regaars and uncertainty as to the extent and
timing of profitability in future periods, we reated a full valuation allowance of $28.4 million aus our net U.S. deferred tax assets,
excluding deferred tax liabilities related to indée-lived assets, during the fourth quarter o1@0

As a result of establishing a full valuation allowea against our net U.S. deferred tax assets, dvedalirecognize any deferred tax
benefits related to U.S. net losses incurred dutiegyear ended December 31, 2010. As a resuiecd¢quisition of DealerTrack Processing
Solutions, on January 31, 2011, we evaluated thebtted enterprises past and expected future regudtading the impact of the future
reversal of the acquired deferred tax liabilitizsd determined that the future reversal of the isedueferred tax liabilities would provide
sufficient taxable income to support realizatiorceftain of DealerTrack’'deferred tax assets, and thereby we reducedathation allowanc
by approximately $24.5 million during the three ntfanended March 31, 2011. As a result of the gaithe sale of ALG on October 1, 2011,
and the expected establishment of deferred taiitiab on the transaction along with the expedigdre reversal of deferred tax liabilities,
will be evaluating a need for a full valuation allance on our net deferred tax assets for the quamted December 31, 2011. For the quarter
ended December 31, 2011, we expect to reversetiampof the remaining valuation allowance on our deS deferred tax assets of
approximately $6.1 million.

Nine Months Ended September 30, 2011 and 2010

Revenue
Nine Months Ended September 3( Variance
2011 2010 $ Amount Percent
(In thousands, except percentages)

Transaction services reven $ 137,35. $ 76,90¢ $ 60,44: 7%
Subscription services reven 107,84. 91,34: 16,50( 18%
Other 16,84: 13,56¢ 3,27: 24%
Total net revenue $ 262,03' $ 181,82( $ 80,21¢ 44%

Total net revenue increased $80.2 million, or 448%262.0 million for the nine months ended Septend®, 2011 from $181.8 million
for the nine months ended September 30, 2010.

Transaction Services Revenu@ransaction services revenue increased $60.®omilbr 79%, to $137.4 million for the nine months
ended September 30, 2011 from $76.9 million forrtime months ended September 30, 2010. The inciea@ssaction revenue is due to the
acquisition of DealerTrack Processing Solutiondamnuary 31, 2011, which contributed $41.3 million68%, to the increase in transaction
revenue. In addition, improving credit availabilttyrough our U.S. credit application processingvogk, an increase in automobile sales and
the addition of Ally as a lender to our U.S. netilwoontributed to the increase in transaction sesvievenue. As seen in the table below, t
industry trends had a positive impact on our kesifess metrics for the nine months ended SepteBihe011 as compared to the same
period in 2010.

Nine Months Ended September 3( Variance
2011 2010 Amount Percent
Average transaction price (excludes impact of @-revenue; $ 252 % 2.0t $ 0.44 21%
Active lenders in our network as of end of pet 1,10: 921 182 20%
Active lender to dealer relationshi 150,51« 137,38t 13,12¢ 10%
Transactions processed (in thousands, except pagss) 55,68: 37,37¢ 18,30¢ 49%

Our average transaction price and total numberaofactions processed increased 21% and 49%, tesbegavhich resulted in an
increase in revenue of $24.5 million and $38.limill respectively; these increases were partidfseb by an increase in contra-revenue of
$2.1 million primarily related to transaction reuenearned from our strategic relationship with Adhyd through the use of service credits
related to the AAX acquisition. Contributing factdp the increase in average transaction pricdtantbtal number of transactions processed
were the acquisition of DealerTrack Processing tBiig, whose transactions are generally at a higherage price than our other
transactions, and which added additional voluni2)% increase in lender customers active in our DealerTrack network who are
generally lower transaction volume customers witfhér prices per transaction; and an 10% increaser number of lender to dealer
relationships. The increase in our number of lend@ealer relationships was attributable to maetesa dealers, more active lenders on our
U.S. network, and an increase in the average nunfienders that dealers use, and was also impgdot@art, by our strategic relationship
with Ally.
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Subscription Services Revenugubscription services revenue increased $16.5omilbr 18%, to $107.8 million for the nine months
ended September 30, 2011 from $91.3 million forrtime months ended September 30, 2010. The adqnisit eCarList on July 1, 2011,
contributed $3.0 million, or 18%, to the increassubscription revenue. The increase in subscripBgenue is due to the following
improvements in our key business metrics for tine months ended September 30, 2011 as comparee $arne period in 2010.

Nine Months Ended September 3( Variance
2011 2010 Amount Percent
Average monthly spend per subscribing dealer (eledumpact of
contrerevenue’ $ 81 % 742 % 70 9%
Subscribing dealers in our network as of end ofpréod 15,86( 13,85¢ 2,00¢ 14%

The 9% increase in average monthly spend per sbbsgidealer contributed $9.4 million to subsciptiservices revenue and a 8%
increase in average number of subscribing dealevari network contributed $7.4 million to subsdoptservices revenue; these increases
were partially offset by $0.3 million in contra-we resulting from the use of service credits@ated with the AAX acquisition. The
increase in average monthly spend per subscrit@atedis primarily due to the acquisition of eCatlon July 1, 2011 and to the continued
success of selling DMS, inventory management angptiance solutions, including our ability to crcessl those solutions to existing
customers.

Other Revenue.Other revenue increased $3.3 million, or 24%%16.8 million for the nine months ended Septemi@e2811 from
$13.6 million for the nine months ended SeptemiBe2810. The $3.3 million increase was primariligdo an increase in installation,
training and hardware revenue from our DMS business

Operating Expenses

Nine Months Ended September 3( Variance
2011 2010 $ Amount Percent
(In thousands, except percentages)
Cost of revenu $ 145,94. $ 96,977 $ 48,96¢ 50%
Product developmel 10,90: 10,291 612 6%
Selling, general and administrative 93,34( 77,03¢ 16,30¢ 21%
Total operating expenses $ 250,18' $ 184,30 $ 65,88 36%

Cost of Revenu€ost of revenue increased $48.9 million, or 509%145.9 million for the nine months ended Septendfer2011 from
$97.0 million for the nine months ended Septemife2B810. The $48.9 million increase was primatilg tesult of increases of $13.3 million
in intangible amortization related to DealerTrackdessing Solutions, Automotive Information Centend eCarList acquired intangibles,
$8.5 million in costs related to DealerTrack Praaeg Solutions, which primarily includes transantfees that are paid to third parties and
temporary labor associated with processing traisast$3.3 million in software amortization and dagation charges, $2.8 million primarily
related to temporary labor as a result of the gngwiolume of eDocs transactions, $2.8 million ichteology expense, which includes hosting
expenses, technology support and other consuliipgreses, $2.3 million in occupancy and telecommatitos costs primarily due to the
acquisition of DealerTrack Processing SolutionsQiillion in increased maintenance and instalfatosts associated with our DMS
solution, $0.7 million in costs related to eCarlighich primarily includes advertising expensesagxed with their product offerings, and
$0.6 million in increased costs associated with@amadian operations as a result of expanding mmaugt offerings in Canada. Additionally,
there were increases of $2.6 million in bonus campégon and $15.7 million in salary compensatiot eaiated benefit costs primarily due to
the acquisition of DealerTrack Processing Solutitiesadcount additions, and an increase in payndllather taxes. These increases were
partially offset by a decrease in intangible anzation expense of $6.1 million primarily due toaingible assets becoming fully amortized
during the nine months ended September 30, 2011.

Product Development ExpensBsoduct development expenses increased $0.6 midiodo, to $10.9 million for the nine months ended
September 30, 2011 from $10.3 million for the nimenths ended September 30, 2010. The $0.6 milfiorease was primarily the result of
increased salary and related benefit costs priyndué to the acquisition of DealerTrack ProcesSiotytions and increased bonus
compensation.

Selling, General and Administrative Expensialling, general and administrative expenses ise@&16.3 million, or 21%, to
$93.3 million for the nine months ended SeptemiBe2811 from $77.0 million for nine months endegt8mber 30, 2010. The $16.3 milli
increase in selling, general and administrativeeesps was primarily the result of an increase af $lllion in bonus compensation and an
increase of $8.4 million in salary compensation eeldted benefit costs primarily due to the acdioisiof DealerTrack Processing Solutions.
Additionally, there were increases of $1.7 milliardeal related costs due to the acquisitions @l®&drack Processing Solutions and
eCarlList and the sale of ALG in 2011, $0.7 milliarbad debt expense, $0.6 million in training exgen $0.5 million in occupancy and
telecommunications costs, $0.5 million in recrtemd relocation costs, $0.3 million in professideas, $0.3 million in office and computer
related supplies and materials resulting from headtadditions, and $0.3 million in selling expensehese increases were partially offset by
a decrease of $0.3 million in depreciation charges.
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Other Income

Nine Months Ended September 3| Variance
2011 2010 $ Amount Percent
(In thousands, except percentage:
Other income $ 17¢  $ 1,09C $ (919 (84)%

Other income decreased $0.9 million, or 84%, t@ $Aillion for the nine months ended September 8a12rom $1.1 million for the
nine months ended September 30, 2010. The $0.®mdEcrease is primarily due to $0.7 million ademe earned during the nine months
ended September 30, 2010 from our sales solutgritieg from non-recurring activities outside oudioary operations and a settlement of
$0.4 million received during the first quarter @1® related to the cancellation of a services ages for our eDocs business, partially offset
by $0.1 million of income earned during the firsiagter of 2011 from our Canadian operations f@xacredit received.

Realized Gain on Securitie

Nine Months Ended September 3| Variance
2011 2010 $ Amount Percent
(In thousands, except percentage:
Realized gain on securitir $ 40¢ % 582 $ a73) (30)%

During the nine months ended September 30, 201%pldea portion of our investments in tax-advantbgeeferred securities for
approximately $2.5 million and recorded a gairhia statement of operations of approximately $0Mani During the nine months ended
September 30, 2010, we sold a portion of our indests in tax-advantaged preferred securities fpragmately $1.4 million and recorded a
gain in the statement of operations of approxinya$6l6 million. For further information, pleaseeeto Note 4 in the accompanying notes to
the consolidated financial statements includedis Quarterly Report on Form 10-Q.

Benefit from (provision for) income taxes, n

Nine Months Ended September 3( Variance
2011 2010 $ Amount Percent
(In thousands, except percentage:
Benefit from (provision for) income taxes, 1 $ 20,12¢ $ (800) $ 20,92¢ 2,61%

The benefit for income taxes for the nine monthdeenSeptember 30, 2011 of $20.1 million consistadarily of $22.3 million of
federal income tax benefit, offset by $0.8 millioistate income tax expense and $1.4 million ofegxense for our Canadian subsidiary. The
net provision for income taxes for the nine morghded September 30, 2010 of $0.8 million consiptedarily of $2.4 million of federal
income tax benefit, offset by $0.8 million of stateome tax expense and $2.4 million of tax expdaseur Canadian subsidiary. Included in
our tax expense for our U.S. subsidiaries for kined¢ months ended September 30, 2011 was an inecrbenefit related to the favorable
completion of the review of our amended Texas #&nrns, income tax benefit related to the filingoaf research and development credit, and
an income tax benefit related to the completionwf2010 U.S. tax return, which together resulted benefit to our tax rate of approxima
14.8%. Included in our tax expense for our Canadidrsidiary for the three months ended Septemhe2(L, was an income tax benefit
related to our Scientific Research and ExperimeDé&adelopment credit which resulted in a benefibtio tax rate of approximately 10.0%.
Included in tax expense for our Canadian subsidi@ryhe nine months ended September 30, 2010.%1$0lion for a permanent item
relating to intangible amortization. This amountif#al55.0% impact on the effective tax rate forrtime months ended September 30, 2010.
For the nine months ended September 30, 2011 gtimegment item relating to intangible amortizationdur Canadian subsidiary did not
have a significant impact on tax expense. Our #ffec¢ax rate for the nine months ended SeptemBge2@11 is 163.2% compared with
136.5% for the nine months ended September 30,.2010

While we have been forecasting sufficient U.S. btatable income in future periods, we are curreintls three-year cumulative pretax
book loss position in the United States. As a tefutumulative U.S. book losses incurred in regaars and uncertainty as to the extent and
timing of profitability in future periods, we reated a full valuation allowance of $28.4 million ags our net U.S. deferred tax assets,
excluding deferred tax liabilities related to indée-lived assets, during the fourth quarter o1@0

As a result of establishing a full valuation allowea against our net U.S. deferred tax assets, dvealirecognize any deferred tax
benefits related to U.S. net losses incurred dutiegyear ended December 31, 2010. As a resuliead¢quisition of DealerTrack Processing
Solutions, on January 31, 2011, we evaluated thebated enterprises past and expected future regudtading the impact of the future
reversal of the acquired deferred tax liabilitizsgd determined that the future reversal of the iseduweferred tax liabilities would provide
sufficient taxable income to support realizatiorceftain of DealerTrack’deferred tax assets, and thereby we reducedathation allowanc:
by approximately $24.5 million during the three rtitnended March 31, 2011. As a result of the gaithe sale of ALG on October 1, 2011,
and the expected establishment of deferred taiitiab on the transaction along with the expedigdre reversal of deferred tax liabilities,
will be evaluating a need for a full valuation allance on our net deferred tax assets for the quamted December 31, 2011. For the quarter
ended December 31, 2011, we expect to reversetiampof the remaining valuation allowance on our deS deferred tax assets of
approximately $6.1 million.
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Liquidity and Capital Resources

We expect that our liquidity requirements will ciowe to be primarily for working capital, acquisitis, capital expenditures and general
corporate purposes. Our capital expenditures, sohand website development costs for the nine lmsarded September 30, 2011 were
$23.6 million, of which $21.7 million was paid iash.

As of September 30, 2011, we had $64.9 millionasficand cash equivalents, $44,000 in short-teresiments and $83.3 million in
working capital, as compared to $192.6 million a$ls and cash equivalents, $0.5 million in shoriteEwvestments, $2.3 million in long-term
investments and $200.9 million in working capitaladd December 31, 2010.

During 2010, we began a project to implement an EjRffem. In connection with the ERP project, iniAp010, we entered into an
agreement with an ERP provider to purchase cestafiware licenses and implementation consultingises. For the nine months ended
September 30, 2011, external capital expendit@lesed to the ERP project were approximately $2lllom and we expect to spend an
additional estimated $0.4 million in the remaindé2011.

On January 31, 2011, we acquired all of the outktenshares of DealerTrack Processing Solutiona faurchase price of approximately
$125.5 million in cash, net of acquired cash, aftbcting the final working capital adjustment. Farther information, please refer to Note 8
in the accompanying notes to the consolidated @izdistatements included in this Quarterly ReparForm 10-Q.

On April 20, 2011, we entered into a $125.0 millaedit facility (including a $25.0 million Canadisublimit), which is available for
general corporate purchases (including capital edipgres and investments), subject to certain ¢ardi, and which matures on April 20,
2015. During the nine months ended September 3,,20e capitalized approximately $1.9 million obtlessuance costs associated with the
credit facility. As of September 30, 2011, we hadamounts outstanding under this credit facilityr further information, pleasefer to Note
17 in the accompanying notes to the consolidatehfiial statements included in this Quarterly Repororm 10-Q.

On July 1, 2011, we acquired substantially allhaf assets of eCarList for an initial purchase poic®36.4 million. The purchase price
consists of a cash payment of $23.5 million, an.4hiillion unsecured subordinated note with a tefraither two years or six years based on
certain factors related to the retention of keynitials, and additional consideration of up to ®1@illion, consisting of up to $5.0 million
payable in each of 2012 and 2013 based upon thievachent of certain revenue targets in 2011 an@ 2&bpectively. For further
information, please refer to Note 8 in the acconypannotes to the consolidated financial statemartisided in this Quarterly Report on
Form 10-Q.

On August 19, 2011, we agreed to sell ALG to Trug@a transaction structured as a feee reorganization. In consideration for the
of ALG, we were to receive a 15.0% equity inteiasErueCar and a warrant to increase our ownerisitguest to up to 19.9%. In a separate
series of transactions, TrueCar completed a newtyefipancing raise with other investors. To maintaur 15.0% ownership upon the clos
of the transaction on October 1, 2011, we madedditianal investment in TrueCar in the amount ofS¥nillion through cash remaining on
the balance sheet of ALG on the date of sale. &ohér information, please refer to Note 18 indlieompanying notes to the consolidated
financial statements included in this Quarterly &¢pn Form 10-Q.

Although we used significant cash and cash equiNsli® complete the DealerTrack Processing Solsitiord eCarList acquisitions, we
expect to have sufficient liquidity to meet our ghterm liquidity requirements (including capitadpenditures and acquisitions) through
working capital and net cash flows from operatiarash on hand and our credit facility.

The following table sets forth the cash flow comgts for the following periods (in thousands):

Nine Months Ended September 3|

2011 2010
Net cash provided by operating activit $ 38,75 $ 2,87t
Net cash used in investing activiti $ (170,699 $ (24,64¢)
Net cash provided by financing activiti $ 519¢ $ 1,97¢

Operating Activities

Net cash provided by operating activities %&8.8 million for the nine months ended Septemie2811 compared to $2.9 million for the
nine months ended September 30, 2010. The incE&®R5.9 million was primarily attributable to amcrease in net income of $33.6 million,
an increase in depreciation and amortization ex@eh$10.1 million, and the $15.0 million paymemtly during the nine months ended
September 30, 2010. These changes were partiddlgtdfy an increase in the deferred tax beneff2@.2 million primarily attributable to the
reversal of the deferred tax asset valuation alfmgaluring the first quarter of 2011.
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The acquisitions of DealerTrack Processing Solstidtutomotive Information Center and eCarList ciimited approximately $13.5
million to the $10.1 million increase in depreatatiand amortization. In addition there was an iaseeof approximately $2.6 million due to
asset purchases and capitalized software projegtdegan amortization in 2011. These increases oféset by a decrease of $6.1 due to
intangible assets becoming fully amortized durimg nine months ended September 30, 2011.

Investing Activities

Net cash used in investing activities was $170Ianifor the nine months ended September 30, 2fafipared to $24.6 million for the
nine months ended September 30, 2010. The incoé&¥16.0 million is primarily the result of payntsrof $152.0 million during the nine
months ended September 30, 2011 for the acquisibbDealerTrack Processing Solutions, Automotivierdimation Center and eCarList, net
of acquired cash, compared to payments for intdagisets of $3.0 million during the nine monthdezhSeptember 30, 2010. This increase
was partially offset by a reduction in capital emgieures, software and website development cos$d @f million.

Financing Activities

Net cash provided by financing activities was #%iltion for the nine months ended September 3012mpared to $2.0 million for tt
nine months ended September 30, 2010. The incoé&®3:2 million is primarily due to the increaseproceeds received from stock option
exercises of approximately $4.2 million and an éase in the stockased compensation windfall tax benefit of $0.diam| partially offset b
$1.9 million of debt issuance costs paid duringrtime months ended September 30, 2011.

Contractual Obligations

As of September 30, 2011, the changes describedvibveére the only changes in our contractual ohligest from those disclosed in our
Annual Report on Form 10-K for the year ended Ddmen31, 2010 filed with the SEC on February 18,1201

In connection with the acquisition of DealerTraakb&essing Solutions on January 31, 2011, we assap@ximately 27,000 square
feet of office space in Groton, Connecticut, an@88 square feet of office space in Sacramentafa@aib. Under the terms of the lease
agreements for Connecticut and California we ageired to pay annual rent expense of approxim&@lg million and $1.4 million, through
the expiration of the leases on December 31, 26#3Jaly 23, 2013, respectively.

In connection with the acquisition of eCarList artyJ1, 2011, we assumed approximately 12,000 sdeateof office space in Dallas,
Texas. Under the terms of the lease agreementevequired to pay annual rent expense of approeim&0.3 million, through the expirati
of the lease on July 30, 2014. In regards to tlggiaition, a portion of the consideration paid flee acquisition was in a form of a note
payable. The note payable has a face value of $iillidn and has a term of either two years ory@ars, based on certain factors related to
the retention of key individuals. Additionally, veepect to make payments to certain former emplogée€arList in July 2013 related to
continued employment that will result in compermagxpense of approximately $2.2 million to be rded in our consolidated statement of
operations over two years from the date of acdarsit

On April 20, 2011, we entered into a $125.0 millaedit facility (including a $25.0 million Canadigublimit), which is available for
general corporate purchases (including capital edipgres and investments), subject to certain d¢ardi, and which matures on April 20,
2015. As of September 30, 2011, we had no amounssamding under this credit facility. For furtheformation, please refer to Note 17 in
the accompanying notes to the consolidated findstagements included in this Quarterly Report omfr10-Q.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemem&dationships with unconsolidated entities oafigial partnerships, such as entities
often referred to as structured finance or spexigbose entities, which are typically establishattiie purpose of facilitating off-balance
sheet arrangements or for other contractually mamolimited purposes.

Industry Trends

We are impacted by trends in both the automotidesiry and the credit finance markets. Our findmesults are impacted by trends in
the number of dealers serviced and the level afentifinancing and leasing by our participatingder customers, special promotions by
automobile manufacturers and the level of indifiztncing and leasing by captive finance compan@savailable in our network. In March
2011, the earthquake and subsequent tsunami im dapalted in supply disruptions of both parts dapanese imports, which caused a
notable slowdown in the new car seasonably adjustedal rate in the second quarter and part athihe quarter. We believe the supply
disruptions will recover during the fourth quarserd that the seasonally adjusted annual rate ntagase. However, the actual number of
sold in the fourth quarter may be lower as seaggraid low consumer confidence could impact newsades. The number of lending
relationships between the various lenders and dealailable through our network continues to iaseeas the number of dealers has
stabilized and lenders are deploying more captaluto finance. Purchases of new automobiles aiealyy discretionary for consumers and
have been, and may continue to be, affected bytivegaends in the economy, including the costreérgy and gasoline, the availability and
cost of credit, the declining residential and contiz real estate markets, reductions in businadscansumer confidence, stock market
volatility and increased unemployment. 2008 and92@8ére the worst years for selling vehicles sing@@2land while automobile sales
increased in 2010 over 2009, overall they remainds compared to historical levels. As a resutediiced car sales and the general
economic environment, two major automobile manufiass, Chrysler and General Motors, filed and thererged from bankruptcy. This has
had a significant impact on their franchised desabarth in terms of dealer closings and the findnéébility of their remaining dealer.



Toyota suffered significant recalls that limited @bility to sell new vehicles for a period of tinf@gether, these factors have
meaningfully impacted our transaction volume argsstiption cancellations compared to historicakley
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Due to the economic downturn, there was automateéader consolidation and the number of franchisgdraotive dealers declined
significantly in 2009 and 2010. Based on data ftbenNational Automobile Dealers Association, thenber of franchised dealers declined,
by approximately 2,300, or 11%, in 2009 and 201@eduction in the number of automotive dealers cedithe number of opportunities we
have to sell our subscription products.

Volatility in our stock price, declines in our matkcapitalization and material declines in reveane profitability could result in
impairments to the carrying value of our goodwikferred tax assets and other Idwgd assets. Due to cumulative U.S. book lossesriec
in recent years, and uncertainty as to the extashtiening of profitability in future periods, we W@ recorded a valuation allowance on our
U.S. deferred tax assets. Additionally, we maydmpuired to impair some of our goodwill or lotiged assets if conditions worsen for a pel
of time.

Effects of Inflation

Our monetary assets, consisting primarily of cagh@ash equivalents, receivables and long-termsinvents and our non-monetary
assets, consisting primarily of intangible assatsgoodwill, are not affected significantly by iafion. We believe that replacement costs of
equipment, furniture and leasehold improvementsneil materially affect our operations. Howeveg tate of inflation does affect our
expenses, which may not be readily recoverablbemptices of products and services we offer.

Item 3. Quantitative and Qualitative Disclosures About MakRisk
Foreign Currency Exposure

We only have operations located in, and provideises to, customers in the United States and Carawaiaearnings are affected by
fluctuations in the value of the U.S. dollar as panmed with the Canadian dollar. Our exposure igyatieéd, in part, by the fact that we incur
certain operating costs in the same foreign cugr@mgvhich revenue is denominated. The foreigneney exposure that does exist is limited
by the fact that the majority of transactions aa& mccording to standard payment terms, whictganerally short-term in nature.

Interest Rate Exposure

As of September 30, 2011, we had cash, cash equigadnd short-term investments of $65.0 milliorested in money market
instruments and tax advantaged preferred securBigsh investments are subject to interest rateceadit risk. Our general policy of invest
in securities with original maturities of three ntlasm or less minimizes our interest and credit risk.

On January 31, 2011, we used approximately $128lmin cash for the acquisition of DealerTractoPessing Solutions and on July
2011 we used approximately $23.5 million of cagtifie acquisition of eCarList. Additionally, on @ber 1, 2011, we used $7.5 million of
cash to maintain our 15.0% ownership in TrueCar, Tlhe decrease in our cash balances as a reshts# transactions will significantly
reduce our future interest income.

Reductions in interest rates and changes in invagsrcould materially impact our interest incomd aray impact future reported
operating results. An interest rate fluctuatiorl® would have an effect of approximately $0.1 roiili or $0.00 per share, on future reported
operating results.

Item 4. Controls and Procedures
Disclosure Controls and Procedures

We carried out an evaluation under the superviaimhwith the participation of our management, iditlg our chief executive officer a
chief financial officer, of the effectiveness o&ttesign and operation of our disclosure contnatsprocedures, as such term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangdmdesigning and evaluating our disclosure aaatand procedures, we and our
management recognize that any controls and proeedno matter how well designed and operated, auide only reasonable assurance of
achieving the desired control objectives, and oanagement necessarily was required to apply ignght in evaluating and implementing
possible controls and procedures. Based upon viaatagion, our chief executive officer and chiefdncial officer have concluded that, as of
the end of the period covered by this Quarterlydrepn Form 10-Q, our disclosure controls and pdaces were effective at this reasonable
assurance level to ensure that information requodxe disclosed by us in reports that we fileudomsit under the Exchange Act is
(i) recorded, processed, summarized and reportéinathe time periods specified in SEC rules armdhig and (i) accumulated and
communicated to our management, including our praiexecutive officer and principal financial afir, as appropriate to allow timely
decisions regarding required disclosure.
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Changes in Internal Control Over Financial Reporting

The changes described below were the only chamgmgriinternal control over financial reporting ohgr the quarter ended September
2011, which were identified in connection with mgement’s evaluation required by paragraph (d) déR3a-15 and 15d-15 under the
Exchange Act, that have materially affected, orraesonably likely to materially affect, our intatrwontrol over financial reporting.

On July 1, 2011, we acquired substantially allhaf &ssets of eCarList, LLC. We are in the procéssalyzing, evaluating and, where
necessary, implementing changes in controls anckprges at eCarList. As a result, the process emyltrin additions or changes to our
internal control over financial reporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we are a party to litigation teat arising in connection with the normal courbew business, none of which is
expected to have a material adverse effect omuwsddition to the litigation matters arising in ceation with the normal course of our
business, we are party to the litigation descriledier Note 14 in the accompanying notes to thedalmiaged financial statements included in
this Quarterly Report on Form 10-Q under the heatliegal Proceedings” and incorporated by referamaein.

Iltem 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report on Form 10-Q, you should adhetonsider the factors discussed in
the section entitled “Risk Factors” in Part |, Itd. of our Annual Report on Form 10-K for the yeaded December 31, 2010, which was
filed with the SEC on February 18, 2011, and irnt Rattem 1A. of the Quarterly Report on Form 10f@) the quarter ended March 31, 2011
filed with the SEC on May 10, 2011, that could miaey affect our business, financial conditionresults of operations. There has been no
material changes in our risk factors from thoseldsed in our Annual Report on Form 10-K for thalyended December 31, 2010 filed with
the SEC on February 18, 2011 and our Quarterly RepoForm 10-Q for the quarter ended March 31,12fd@d with the SEC on May 10,
2011.

Item 2. Unregistered Sales of Equity Securities and UsdPobceeds
Purchases of Equity Securities by the Issuer

From time to time, in connection with the vestirfgestricted common stock under our incentive awdaths, we may receive shares of
our common stock from certain restricted commouldiolders in consideration of the tax withholdimye upon the vesting of restricted

common stock.

The following table sets forth the repurchasegterthree months ended September 30, 2011:

Total Maximum
Number of Number
Shares of Shares
Purchased That
Total Average as Part of May Yet be
Number Price Publicly Purchased
of Shares Paid per Announced Under the
Period Purchased Share Program Program
July 2011 — 3 — n/s n/e
August 2011 27z $ 17.1C n/e n/e
September 2011 —  $ — n/a n/a
Total 272
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Iltem 6. Exhibits

See the Exhibit Index following the signature p&méhis Quarterly Report on Form 10-Q for the imf@tion required by this item.

SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has caused thisrt¢o be signed on its behalf by the
undersigned thereunto duly authorized.

DealerTrack Holdings, Inc.
(Registrant)

Date: November 8, 2011 /sl Eric D. Jacob

Eric D. Jacobs

Senior Vice President, Chief Financial and
Administrative Officer

(Duly Authorized Officer and Principal Financial

Officer)
EXHIBIT INDEX

Exhibit

Number Description of Document

2.1 Agreement and Plan of Merger, dated as of Augus2@91, among DealerTrack Data Services, Inc., AloG,, TrueCar, Inc. and
DDS Acquisition Sub., Inc. (incorporated by refarerto DealerTrack’s current report on Fol-K filed on August 23, 2011

10.1 Warrant to Purchase Common Stock of TrueCar, letwéen DealerTrack Data Services, Inc. and Trud@ardated as of
October 1, 2011 (incorporated by reference to D&adek's current report on Forn-K filed on October 6, 2011

31.1 Certification of Mark F. O’Neil, Chairman, Presidemd Chief Executive Officer, pursuant to Rule-134a) and 15d-14(a), as
adopted pursuant to Section 302 of the Sarl-Oxley Act of 2002

31.2 Certification of Eric D. Jacobs, Senior Vice Presitj Chief Financial and Administrative Officer,rpuant to Rule 13a-14(a)and
15c¢-14(a), as adopted pursuant to Section 302 of theaBa-Oxley Act of 2002

32.1 Certifications of Mark F. QNeil, Chairman, President and Chief Executive @ifi@nd Eric D. Jacobs, Senior Vice President, f

Financial and Administrative Officer, pursuant ®1.S.C Section 1350, as adopted pursuant to $e8€i6 of the Sarbanes-Oxley
Act of 2002.
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Exhibit 31.1
CERTIFICATION
I, Mark F. O’Neil, certify that:
(2) I have reviewed this Quarterly Report amrr 10-Q of DealerTrack Holdings, Inc.;

(2) Based on my knowledge, this report dodsontain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

(3) Based on my knowledge, the financial stestiets, and other financial information includedtiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

(4) The registrant’s other certifying officand | are responsible for establishing and maimtgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a -
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andgahoes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

(b) Designed such internal control over finaheporting, or caused such internal control direancial reporting to be designed un
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtyepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

(5) The registrant’s other certifying officand | have disclosed, based on our most recent&i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdolves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.

By: /s MARK F. C'NEIL
MARK F. O'NEIL
CHAIRMAN, PRESIDENT AND
CHIEF EXECUTIVE OFFICER

Dated: November 8, 2011




Exhibit 31.2
CERTIFICATION
[, Eric D. Jacobs, certify that:
(2) I have reviewed this Quarterly Report amrr 10-Q of DealerTrack Holdings, Inc.;

(2) Based on my knowledge, this report dodsontain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

(3) Based on my knowledge, the financial stestiets, and other financial information includedtiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

(4) The registrant’s other certifying officand | are responsible for establishing and maimtgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a -
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls andgahoes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

(b) Designed such internal control over finaheporting, or caused such intergahtrol over financial reporting to be designeden
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtyepted accounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and predém this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change inrégistrant’s internal control over financial refiog that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

(5) The registrant’s other certifying officand | have disclosed, based on our most recent&i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdolves management or other employees who hawgnéisant role in the registrant’s
internal control over financial reporting.

By: /s/ERIC D. JACOBS
ERIC D. JACOBS
SENIOR VICE PRESIDENT, CHIEF FINANCIAL
AND ADMINISTRATIVE OFFICER

Dated: November 8, 2011




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 Quarterly Report of e@rack Holdings, Inc. (the “Company”) on Form Q0for the quarterly period ended
September 30, 2011, as filed with the SecuritissExchange Commission on the date hereof (the “R§pave, Mark F. O’'Neil, Chief
Executive Officer of the Company, and Eric D. Ja;dbhief Financial Officer of the Company, certifyrsuant to 18 U.S.C. § 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to our knowledge:

(1) The Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitiesiange Act of 1934; and

(2) The information contained in the Repoitlfgoresents, in all material respects, the finahcondition and results of operations of the
Company.

/s/ Mark F. C Neil
Mark F. C' Neil
Chairman, President and Chief Executive Offii

[s! Eric D. Jacobs

Eric D. Jacobs

Senior Vice President, Chief Financial and
Administrative Officer

Dated: November 8, 2011

A signed original of this written statemenqu@ed by Section 906 of the Sarbanes-Oxley A@GEf2 has been provided to the Company
and will be retained by the Company and furnisleethé Securities and Exchange Commission or it gp@n request.




