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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

., ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

Y SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended July 31, 2017

OR

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

for the transition period from to

Commission file number: 000-23255
COPART, INC.
(Exact name of registrant as specified in its charter)

Delaware 94-2867490

(State or other jurisdiction (I.R.S. Employer

of incorporation or organization) Identification Number)
14185 Dallas Parkway, Suite 300, Dallas, Texas 75254

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code

(972) 391-5000

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of each exchange on which registered
Common Stock, $0.0001 par value  The NASDAQ Global Select Market

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

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes y No o

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YesoNoy

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
yNoo
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Act (check one):
Large accelerated filer x Accelerated filer N
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company ~

Emerging growth company ~

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNoy

The aggregate market value of the voting and non-voting Common Stock held by non-affiliates of the registrant as of
January 31, 2017 (the last business day of the registrant’s most recently completed second fiscal quarter) was
$5,644,908,664 based upon the closing sales price reported for such date on the NASDAQ Global Select Market. For
purposes of this disclosure, shares of Common Stock held by persons who hold more than 5% of the outstanding
shares of Common Stock and shares held by officers and directors of the registrant have been excluded in that such
persons may be deemed to be affiliates. This determination of affiliate status is not necessarily conclusive for other
purposes.

As of September 26, 2017, 230,773,342 shares of the registrant’s common stock were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of our definitive Proxy Statement for the 2017 Annual Meeting of Stockholders, also referred to in this
Annual Report on Form 10-K as our Proxy Statement, which will be filed with the Securities and Exchange
Commission, or SEC, pursuant to Regulation 14A within 120 days after the registrant’s fiscal year end of July 31,
2017, have been incorporated by reference in Part III hereof. Except with respect to the information specifically
incorporated by reference, the Proxy Statement is not deemed to be filed as a part hereof.
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PART I
CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K for the fiscal year ended July 31, 2017, or this Form 10-K, including the
information incorporated by reference herein, contains forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended (the Securities Act), and Section 21E of the Securities Exchange Act of
1934, as amended (the Exchange Act). All statements other than statements of historical facts are statements that
could be deemed forward-looking statements. In some cases, you can identify forward-looking statements by terms
such as “may,” “will,” “should,” “expect,” “plan,” “intend,” “forecast,” “anticipate,” “believe,” “estimate,” “predict,
negative of these terms or other comparable terminology. The forward-looking statements contained in this Form
10-K involve known and unknown risks, uncertainties and situations that may cause our or our industry’s actual
results, level of activity, performance or achievements to be materially different from any future results, levels of
activity, performance or achievements expressed or implied by these statements. These forward-looking statements
are made in reliance upon the safe harbor provision of the Private Securities Litigation Reform Act of 1995. These
factors include those listed in Part I, Item 1A under the caption entitled “Risk Factors” in this Form 10-K and those
discussed elsewhere in this Form 10-K. Unless the context otherwise requires, references in this Form 10-K to “Copart,”
the “Company,” “we,” “us,” or “our” refer to Copart, Inc. We encourage investors to review these factors carefully together
with the other matters referred to herein, as well as in the other documents we file with the Securities and Exchange
Commission (the SEC). We may from time to time make additional written and oral forward-looking statements,

including statements contained in our filings with the SEC. We do not undertake to update any forward-looking

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

Item 1. Business
Corporate Information

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

Copart;"VBZ"BID4U;'CI & Design,"Cars with Heart,"1-800 CAR BUYER;'VB3'dind CrashedToys.com'3re trademarks
of Copart, Inc. This Form 10-K also includes other trademarks of Copart and of other companies.

Overview
We are a leading provider of online auctions and vehicle remarketing services with operations in the United States

(U.S.), Canada, the United Kingdom (U.K.), the Republic of Ireland, Brazil, Germany, the United Arab Emirates
(U.A.E.), Oman, Bahrain, India, and Spain.
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We provide vehicle sellers with a full range of services to process and sell vehicles primarily over the Internet through
our Virtual Bidding Third Generation Internet auction-style sales technology, which we refer to as VB3. Vehicle
sellers consist primarily of insurance companies, but also include banks, finance companies, charities, fleet operators,
dealers and vehicles sourced directly from individual owners. We sell the vehicles principally to licensed vehicle
dismantlers, rebuilders, repair licensees, used vehicle dealers and exporters and, at certain locations, to the general
public. The majority of the vehicles sold on behalf of insurance companies are either damaged vehicles deemed a total
loss or not economically repairable by the insurance companies, or are recovered stolen vehicles for which an
insurance settlement with the vehicle owner has already been made. We offer vehicle sellers a full range of services
that expedite each stage of the vehicle sales process, minimize administrative and processing costs, and maximize the
ultimate sales price.
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In the U.S., Canada, the Republic of Ireland, Brazil, the U.A.E., Oman, Bahrain, India, and Spain, we sell vehicles
primarily as an agent and derive revenue primarily from fees paid by vehicle sellers and vehicle buyers, as well as
related fees for services, such as towing and storage. In the U.K., we operate both as an agent and on a principal basis,
in some cases purchasing salvage vehicles outright from the insurance companies and reselling the vehicles for our
own account. In Germany and Spain, we also derive revenue from sales listing fees for listing vehicles on behalf of
many insurance companies.

We converted all of our U.S. and Canada sales to our Virtual Bidding Second Generation (VB2) during fiscal 2004
and we converted our U.K. sales to VB2 during fiscal 2008. VB2 opened our sales process to registered buyers (whom
we refer to as “members”) anywhere in the world with access to the Internet. This technology and model employ a
two-step bidding process. The first step is an open preliminary bidding feature that allows a member to enter bids
either at a bidding station at the storage facility or over the Internet during the preview period. To improve the
effectiveness of bidding, the VB2 system lets members see the current high bids on the vehicles they want to purchase.
The preliminary bidding step is an open bid format similar to eBay®. Members enter the maximum price they are
willing to pay for a vehicle and VB2’s BID4U feature will incrementally bid on the vehicle on their behalf during all
phases of the auction. Preliminary bidding ends at a specified time prior to the start of a second bidding step, an
Internet-only virtual auction. This second step allows bidders the opportunity to bid against each other and the high
preliminary bidder. The bidders enter bids via the Internet in real time while BID4U submits bids for the high
preliminary bidder up to their maximum bid. When bidding stops, a countdown is initiated. If no bids are received
during the countdown, the vehicle sells to the highest bidder.

We believe the implementation of VB2 increased the pool of available buyers for each sale, which resulted in added
competition and an increase in the amount buyers are willing to pay for vehicles. We also believe that it improved the
efficiency of our operations by eliminating the expense and capital requirements associated with live auctions. In
August 2013, we launched our Virtual Bidding Third Generation (VB3), an Internet auction-style sales technology
that was built on VB2. VB3 adds several enhancements which focuses on expanding auction attendance and increasing
bidding volume. To attract new members and grow our membership base, VB3 allows non-registered members to
view auctions via our website and our mobile applications. In addition, VB3 includes a completely redesigned auction
interface, enabling members to fit multiple auction windows on their screen, while simultaneously viewing more
vehicle photos and information at the time of live Internet bidding.

For fiscal 2017, sales of U.S. vehicles, on a unit basis, to members registered outside the state where the vehicle was
located accounted for 49.8% of total vehicles sold; 29.7% of vehicles were sold to out of state members within the
U.S. and 20.1% were sold to International members, based on the address submitted during registration.

We believe that we offer the highest level of service in the auction and vehicle remarketing industry and have

established our leading market position by:

providing coverage that facilitates seller access to buyers around the world, reducing towing and third-party storage

expenses, offering a local presence for vehicle inspection stations, and providing prompt response to catastrophes and

natural disasters by specially-trained teams;

providing a comprehensive range of services that includes merchandising, efficient title processing, timely pick-up

and delivery of vehicles, and Internet sales;

establishing and efficiently integrating new facilities and acquisitions;

increasing the number of bidders that can participate at each sale through the ease and convenience of Internet

bidding;

applying technology to enhance operating efficiency through Internet bidding, web-based order processing, salvage

value quotes, electronic communication with members and sellers, and vehicle imaging; and

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

Historically, we believe our business has grown as a result of (i) acquisitions, (ii) increases in overall volume in the
salvage car market, (iii) growth in market share, (iv) increases in the amount of revenue generated per sales
transaction resulting from increases in the gross selling price and the addition of value-added services for both
members and sellers, and (v) growth in non-insurance company sellers. For fiscal 2017, our revenues were $1.4 billion
and our operating income was $461.3 million.
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In fiscal 2015, we opened facilities in Manama, Bahrain; Muscat, Oman; and Moncton, Canada.

In fiscal 2016, we opened facilities in Sonepat, India; Castledermot, Republic of Ireland; Algete, Spain; Dallas,
Wilmer and Temple, Texas; Colorado Springs and Denver, Colorado; and Cartersville, Georgia.

In fiscal 2017, we opened facilities in Bad Fallingbostel, Germany; Newbury, U.K.; Betim, Minas Gerais, Brazil;
Brighton and Littleton, Colorado; Sun Valley and Wilmington, California; Apopka and Okeechobee, Florida; Casper,
Wyoming; Alorton, Illinois; Ogden, Utah; acquired the assets of an excavation company, which engages in earthwork,
soil stabilization, equipment hauling and erosion control commercial contractor services; and acquired Cycle Express,
LLC, which conducts business primarily as National Powersport Auctions (NPA), a leading non-salvage auction
platform for motorcycles, snowmobiles, watercraft and other powersports vehicles. NPA currently operates facilities
in Atlanta, Georgia; Cincinnati, Ohio; Dallas, Texas; Philadelphia, Pennsylvania; and San Diego, California.

Our revenues consist of sales transaction fees charged to vehicle sellers and vehicle buyers, transportation revenue,
purchased vehicle revenues, and other remarketing services. Revenues from sellers are generally generated either on a
fixed fee contract basis, where we collect a fixed amount for selling each vehicle regardless of the selling price of the
vehicle or under our Percentage Incentive Program, which we refer to as PIP, where our fees are generally based on a
predetermined percentage of the vehicle sales price. Under the consignment or fixed fee program, we generally charge
an additional fee for title processing and special preparation. We may also charge additional fees for the cost of
transporting the vehicle to or from our facility, storage of the vehicle, and other incidental costs. Under the
consignment program or fixed fee program, only the fees associated with vehicle processing are recorded in revenue,
not the actual sales price (gross proceeds). Sales transaction fees also include fees charged to vehicle buyers for
purchasing vehicles, storage, loading, and annual registration. Transportation revenue includes charges to sellers for
towing vehicles under certain contracts and towing charges assessed to buyers for delivering vehicles. Purchased
vehicle revenue includes the gross sales price of the vehicle, which we have purchased or are otherwise considered to
own, and is primarily generated in the U.K.

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

Industry Overview

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

Although there are other sellers of vehicles, such as banks, finance companies, charities, fleet operators, dealers and
vehicles sourced directly from individual owners, our primary sellers of vehicles are insurance companies.
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The primary buyers of vehicles at our auctions are vehicle dismantlers, rebuilders, repair licensees, used vehicle
dealers, exporters, and in some states, the general public. Vehicle dismantlers, which we believe are the largest group
of vehicle buyers, based on volume of vehicles purchased, either dismantle a salvage vehicle and sell parts
individually or sell the entire vehicle to rebuilders, used vehicle dealers, or the general public. Vehicle rebuilders and
vehicle repair licensees generally purchase salvage vehicles to repair and resell. Used vehicle dealers generally
purchase recovered stolen or slightly damaged vehicles for resale.

10
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The majority of our vehicles are sold on behalf of insurance companies and are usually vehicles involved in an
accident. Typically, the damaged vehicle is towed to a storage facility or a vehicle repair facility for temporary storage
pending insurance company examination. The vehicle is inspected by the insurance company’s adjuster, who estimates
the costs of repairing the vehicle and gathers information regarding the damaged vehicle’s mileage, options and
condition in order to estimate its pre-accident value (PAV), otherwise known as actual cash value (ACV). The adjuster
determines whether to pay for repairs or to classify the vehicle as a total loss based upon the adjuster’s estimate of
repair costs, vehicle’s salvage value, and the PAV, as well as customer service considerations. If the cost of repair is
greater than the pre-accident value less the estimated salvage value, the insurance company generally will classify the
vehicle as a total loss. The insurance company will thereafter assign the vehicle to a vehicle auction and remarketing
services company, settle with the insured and receive title to the vehicle.

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

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

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

the services provided by the company and the degree to which such services reduce their administrative costs and
expenses;

the price the company charges for its services;

weographic coverage;

the ability to respond to natural disasters;

the ability to provide analytical data to the seller; and

tn the U.K., in certain situations, the actual amount paid for the vehicle.

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

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

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

Generally, sellers of non-salvage vehicles will arrange to deliver the vehicle to one of our locations. At that time, the
vehicle information will be uploaded to our system and made available for buyers to review online. The vehicle is

11
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then sold at auction on VB3 typically within seven days. Proceeds are then collected from the member, seller fees are
subtracted and the remainder is remitted to the seller.

12
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Operating and Growth Strategy

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

As part of our overall expansion strategy, our objective is to increase our revenues, operating profits, and market share
in the vehicle sales industry. To implement our growth strategy, we intend to continue to do the following:

Acquire and Develop New Vehicle Storage Facilities in Key Markets Including Foreign Markets

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

Pursue Global, National and Regional Vehicle Supply Agreements

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

Expand Our Service Offerings to Sellers and Members

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

Our Competitive Advantages

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

Geographic Coverage and Ability to Respond on a National Scale

Since our inception in 1982, we have expanded from a single facility in Vallejo, California to an integrated network of
facilities located in the U.S., Canada, the U.K., the U.A.E., Oman, Bahrain, Brazil, Germany, the Republic of Ireland,
Spain and India. In Germany and Spain, we also provide online vehicle remarketing services. We are able to offer
integrated services to our vehicle sellers, which allow us to respond to the needs of our sellers and members with
maximum efficiency. Our coverage provides our sellers with key advantages, including:

13
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attractiveness and efficiency to buyers, leading to enhanced selling prices for vehicles;
e reduction in administrative time and effort;
a reduction in overall vehicle towing costs;
convenient local
facilities;
tmproved access to buyers throughout the world;

5
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a prompt response in the event of a natural disaster or other catastrophe; and
eonsistency in products and services.

Value-Added Services

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

Internet bidding, Internet proxy bidding, and virtual sales powered by VB3, which enhance the competitive bidding
process;

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

online payment capabilities via our ePay product, credit cards and dealer financing programs;

e-mail notifications available in numerous languages to potential buyers of vehicles that match desired characteristics;
sophisticated vehicle processing at storage sites, including digital imaging of each vehicle and the scanning of each
vehicle’s title and other significant documents such as body shop invoices, all of which are available from us over the
Internet;

specialty
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