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

FORM 10-Q

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

For the Quarterly Period Ended November 30, 2022
OR

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

O OF 1934
Commission File Number: 1-31420
CARMAX, INC.
(Exact name of registrant as specified in its charter)
Virginia 54-1821055
(State or other jurisdiction of incorporation) (I.R.S. Employer Identification No.)
12800 Tuckahoe Creek Parkway 23238

Richmond, Virginia
(Address of Principal Executive Offices) (Zip Code)

(804) 747-0422

(Registrant’s telephone number, including area code)

N/A
(Former name, former address and former fiscal year, if changed since last report)

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

Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock KMX New York Stock Exchange

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 No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant
to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit such
files). Yes No O
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a 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 Exchange Act.
Large accelerated filer Accelerated filer O
Non-accelerated filer O Smaller reporting company O
Emerging growth company O

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

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

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

Class Outstanding as of January 4. 2023
Common Stock, par value $0.50 158,023,499
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CARMAX., INC. AND SUBSIDIARIES
Consolidated Statements of Earnings

(Unaudited)

Three Months Ended November 30 Nine Months Ended November 30
(In thousands except per share data) 2022 % 2021 %V 2022 %" 2021 %V
SALES AND OPERATING REVENUES:
Used vehicle sales $ 5,204,584 80.0 $ 6,435590 755 $ 18,503,159 77.2 $ 18,697,300 77.2
Wholesale vehicle sales 1,152,207 17.7 1,922,283  22.5 4,959,050  20.7 4,998,212 20.6
Other sales and revenues 149,165 23 169,886 2.0 500,171 2.1 518,205 2.1
NET SALES AND OPERATING REVENUES 6,505,956 100.0 8,527,759  100.0 23,962,380 100.0 24,213,717 100.0
COST OF SALES:
Used vehicle cost of sales 4,801,790 73.8 5,927,237 695 17,041,898 71.1 17,085,416  70.6
Wholesale vehicle cost of sales 1,037,534 15.9 1,710,103  20.1 4,512,053 18.8 4,411,175 18.2
Other cost of sales 89,944 14 53,859 0.6 219,205 0.9 140,573 0.6
TOTAL COST OF SALES 5,929,268 91.1 7,691,199  90.2 21,773,156 90.9 21,637,164 89.4
GROSS PROFIT 576,688 8.9 836,560 9.8 2,189,224 9.1 2,576,553  10.6
CARMAX AUTO FINANCE INCOME 152,196 2.3 165,968 1.9 539,538 2.3 607,732 2.5
Selling, general and administrative expenses 591,727 9.1 575,930 6.8 1,914,508 8.0 1,704,285 7.0
Depreciation and amortization 57,377 0.9 54,428 0.6 170,717 0.7 157,107 0.6
Interest expense 30,150 0.5 24,303 0.3 91,670 0.4 67,247 0.3
Other income (363) — (8,094 (0.1) (2,303) — (35,453) (0.1
Earnings before income taxes 49,993 0.8 355,961 4.2 554,170 23 1,291,099 5.3
Income tax provision 12,413 0.2 86,523 1.0 138,420 0.6 299,638 1.2
NET EARNINGS $ 37,580 06 $ 269,438 32 $ 415,750 1.7 § 991461 4.1
WEIGHTED AVERAGE COMMON SHARES:
Basic 158,003 162,006 159,044 162,710
Diluted 158,536 164,873 160,195 165,606
NET EARNINGS PER SHARE:
Basic $ 0.24 $ 1.66 $ 2.61 $ 6.09
Diluted $ 0.24 $ 1.63 $ 2.60 $ 5.99

@ Percents are calculated as a percentage of net sales and operating revenues and may not total due to rounding.
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See accompanying notes to consolidated financial statements.
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CARMAX, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income

(Unaudited)
Three Months Ended Nine Months Ended
November 30 November 30

(In thousands) 2022 2021 2022 2021

NET EARNINGS $ 37,580 $ 269,438 $ 415,750 $§ 991,461
Other comprehensive income, net of taxes:

Net change in retirement benefit plan unrecognized actuarial losses 482 659 1,444 1,976
Net change in cash flow hedge unrecognized gains 24,939 11,383 102,398 16,414
Other comprehensive income, net of taxes 25,421 12,042 103,842 18,390
TOTAL COMPREHENSIVE INCOME $ 63,001 $ 281,480 $ 519,592 § 1,009,851
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See accompanying notes to consolidated financial statements.
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CARMAX, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

(Unaudited)
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As of November 30 As of February 28

(In thousands except share data) 2022 2022
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 688,618 $ 102,716
Restricted cash from collections on auto loans receivable 466,525 548,099
Accounts receivable, net 246,794 560,984
Inventory 3,414,937 5,124,569
Other current assets 167,143 212,922
TOTAL CURRENT ASSETS 4,984,017 6,549,290
Auto loans receivable, net of allowance for loan losses of $491,047 and $433,030
as of November 30, 2022 and February 28, 2022, respectively 16,240,832 15,289,701
Property and equipment, net of accumulated depreciation of $1,585,271 and
$1,437,548 as of November 30, 2022 and February 28, 2022, respectively 3,375,001 3,209,068
Deferred income taxes 87,262 120,931
Operating lease assets 529,781 537,357
Goodwill 141,258 141,258
Other assets 580,790 490,659
TOTAL ASSETS $ 25,938,941 § 26,338,264

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES:

Accounts payable $ 802,780 $ 937,717
Accrued expenses and other current liabilities 496,202 533,271
Current portion of operating lease liabilities 51,215 44,197
Current portion of long-term debt 112,708 11,203
Current portion of non-recourse notes payable 474,147 521,069
TOTAL CURRENT LIABILITIES 1,937,052 2,047,457
Long-term debt, excluding current portion 1,903,223 3,255,304
Non-recourse notes payable, excluding current portion 15,737,459 14,919,715
Operating lease liabilities, excluding current portion 509,106 523,269
Other liabilities 364,528 357,080
TOTAL LIABILITIES 20,451,368 21,102,825

Commitments and contingent liabilities
SHAREHOLDERS’ EQUITY:

Common stock, $0.50 par value; 350,000,000 shares authorized; 158,019,398 and
161,053,983 shares issued and outstanding as of November 30, 2022 and February

28,2022, respectively 79,010 80,527
Capital in excess of par value 1,697,062 1,677,268
Accumulated other comprehensive income (loss) 57,420 (46,422)
Retained earnings 3,654,081 3,524,066
TOTAL SHAREHOLDERS’ EQUITY 5,487,573 5,235,439
TOTAL LIABILITIES AND SHAREHOLDERS/ JAQIbF ¥ secdatabase com. All Rights ReServed, 25,938,941 $ 26,338,264
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CARMAX, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited)
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Nine Months Ended November

30
(In thousands) 2022 2021
OPERATING ACTIVITIES:
Net earnings $ 415,750 $ 991,461
Adjustments to reconcile net earnings to net cash provided by (used in) operating activities:
Depreciation and amortization 202,655 200,819
Share-based compensation expense 64,974 108,962
Provision for loan losses 218,967 87,342
Provision for cancellation reserves 79,924 91,607
Deferred income tax (benefit) provision (2,178) 19,564
Other 8,879 (26,808)
Net decrease (increase) in:
Accounts receivable, net 314,190 (290,346)
Inventory 1,709,632 (1,502,323)
Other current assets 149,777 (13,615)
Auto loans receivable, net (1,170,098) (1,764,693)
Other assets (43,502) (18,309)
Net (decrease) increase in:
Accounts payable, accrued expenses and other
current liabilities and accrued income taxes (195,154) 170,474
Other liabilities (91,739) (136,780)
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 1,662,077 (2,082,645)
INVESTING ACTIVITIES:
Capital expenditures (319,486) (226,903)
Proceeds from disposal of property and equipment 3,800 260
Proceeds from sale of business — 12,284
Purchases of investments (6,460) (13,676)
Sales and returns of investments 3,486 36,915
Business acquisition, net of cash acquired — (241,563)
NET CASH USED IN INVESTING ACTIVITIES (318,654) (432,683)
FINANCING ACTIVITIES:
Proceeds from issuances of long-term debt 2,863,500 5,804,200
Payments on long-term debt (4,116,775) (4,524,973)
Cash paid for debt issuance costs (13,987) (14,473)
Payments on finance lease obligations (10,056) (8,822)
Issuances of non-recourse notes payable 11,351,696 11,217,298
Payments on non-recourse notes payable (10,581,076) (9,565,649)
Repurchase and retirement of common stock (333,814) (475,950)
Equity issuances 13,504 76,310
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (827,008) 2,507,941
Increase (decrease) in cash, cash equivalentsgamdgregviadgdvaashedatabase.com. All Rights Reserved. 516,415 (7,387)
Please Consider the Environment Before Printing This Document
Cash, cash equivalents, and restricted cash at beginning of year 803,618 771,947


https://www.secdatabase.com

See accompanying notes to consolidated financial statements.

Page 6

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

CARMAX, INC. AND SUBSIDIARIES

Consolidated Statements of Shareholders’ Equity

(Unaudited)
Nine Months Ended November 30, 2022
Accumulated
Common Capital in Other
Shares Common Excess of Retained Comprehensive

(In thousands) Outstanding Stock Par Value Earnings Income (Loss) Total
Balance as of February 28, 2022 161,054 80,527 $ 1,677,268 $ 3,524,066 $ (46,422) $ 5,235,439
Net earnings — — — 252,265 — 252,265
Other comprehensive income — — — — 52,314 52,314
Share-based compensation expense — — 21,594 — — 21,594
Repurchases of common stock (1,644) (822) (17,207) (139,565) — (157,594)
Exercise of common stock options 49 24 3,418 — — 3,442
Stock incentive plans, net shares issued 155 78 (6,901) — — (6,823)
Balance as of May 31, 2022 159,614 79,807 $ 1,678,172 $ 3,636,766 $ 5,892 $ 5,400,637
Net earnings — — — 125,905 — 125,905
Other comprehensive income — — — — 26,107 26,107
Share-based compensation expense — — 15,062 — — 15,062
Repurchases of common stock (1,730) (865) (18,279) (143,873) (163,017)
Exercise of common stock options 155 78 9,762 — — 9,840
Stock incentive plans, net shares issued 5 2 (309) — (307)
Balance as of August 31, 2022 158,044 79,022 $ 1,684,408 $ 3,618,798 $ 31,999 § 5,414,227
Net earnings — — — 37,580 — 37,580
Other comprehensive income — — — — 25,421 25,421
Share-based compensation expense — — 12,797 — — 12,797
Repurchases of common stock (30) (15) (320) (2,297) (2,632)
Exercise of common stock options 4 2 218 — — 220
Stock incentive plans, net shares issued 1 1 41 — (40)
Balance as of November 30, 2022 158,019 $ 79,010 $ 1,697,062 $ 3,654,081 $ 57,420 $ 5,487,573
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CARMAX, INC. AND SUBSIDIARIES

Consolidated Statements of Shareholders’ Equity
(Unaudited)
Nine Months Ended November 30, 2021

Accumulated
Common Capital in Other
Shares Common Excess of Retained Comprehensive

(In thousands) Outstanding Stock Par Value Earnings Loss Total
Balance as of February 28, 2021 163,172 $§ 81,586 $ 1,513,821 $ 2,887,897 § (118,691) $ 4,364,613
Net earnings — — — 436,756 — 436,756
Other comprehensive income — — — — 2,937 2,937
Share-based compensation expense — — 20,102 — — 20,102
Repurchases of common stock (998) (499) (9,348) (114,695) — (124,542)
Exercise of common stock options 375 187 21,403 — — 21,590
Stock incentive plans, net shares issued 254 127 (18,102) — — (17,975)
Balance as of May 31, 2021 162,803 $§ 81,401 $ 1,527,876 $ 3,209,958 $ (115,754) $ 4,703,481
Net earnings — — — 285,267 — 285,267
Other comprehensive income — — — — 3,411 3,411
Share-based compensation expense — — 14,116 — — 14,116
Shares issued for acquisition 776 388 90,183 — — 90,571
Repurchases of common stock (1,754) (877) (17,164) (202,004) — (220,045)
Exercise of common stock options 621 311 38,185 — — 38,496
Stock incentive plans, net shares issued 24 12 (130) — — (118)
Balance as of August 31, 2021 162,470 $§ 81,235 $ 1,653,066 $ 3,293,221 § (112,343) $ 4,915,179
Net earnings — — — 269,438 — 269,438
Other comprehensive income — — — — 12,042 12,042
Share-based compensation expense — — 12,347 — — 12,347
Repurchases of common stock (851) (425) (8,695) (106,226) — (115,346)
Exercise of common stock options 253 126 16,097 — — 16,223
Stock incentive plans, net shares issued — — 87) — — &7
Balance as of November 30, 2021 161,872 $ 80,936 $ 1,672,728 $ 3,456,433 $ (100,301) $ 5,109,796
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CARMAX, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Unaudited)

1. Background

EENT3 29 ¢C

Business. CarMax, Inc. (“we,” “our,” “us,” “CarMax” and “the company”), including its wholly owned subsidiaries, is the nation’s largest
retailer of used vehicles. We operate in two reportable segments: CarMax Sales Operations and CarMax Auto Finance (“CAF”). Our
CarMax Sales Operations segment consists of all aspects of our auto merchandising and service operations, excluding financing provided
by CAF. Our CAF segment consists solely of our own finance operation that provides financing to customers buying retail vehicles
from CarMax. On June 1, 2021, we completed the acquisition of Edmunds Holding Company (“Edmunds”), which does not meet the
quantitative thresholds to be considered a reportable segment. See Note 17 for additional information on our reportable segments and
Note 2 for additional information regarding our acquisition of Edmunds.

We deliver an unrivaled customer experience by offering a broad selection of quality used vehicles and related products and services at
competitive, no-haggle prices using a customer-friendly sales process. Our omni-channel platform, which gives us the largest addressable
market in the used car industry, empowers our retail customers to buy a car on their terms — online, in-store or an integrated combination
of both. We offer customers a range of related products and services, including the appraisal and purchase of vehicles directly from
consumers; the financing of retail vehicle purchases through CAF and third-party finance providers; the sale of extended protection
plan (“EPP”) products, which include extended service plans (“ESPs”) and guaranteed asset protection (“GAP”); and vehicle repair
service. Vehicles purchased through the appraisal process that do not meet our retail standards are sold to licensed dealers through on-site
or virtual wholesale auctions.

Basis of Presentation and Use of Estimates. The accompanying interim unaudited consolidated financial statements include the
accounts of CarMax and our wholly owned subsidiaries. All significant intercompany balances and transactions have been eliminated in
consolidation. These interim unaudited consolidated financial statements have been prepared in conformity with U.S. generally accepted
accounting principles (“GAAP”) for interim financial information. Accordingly, they do not include all of the information and footnotes
required by U.S. GAAP for complete financial statements. In the opinion of management, such interim consolidated financial statements
reflect all normal recurring adjustments considered necessary to present fairly the financial position and the results of operations and cash
flows for the interim periods presented. The results of operations for the interim periods are not necessarily indicative of the results to be
expected for the full fiscal year.

The accounting policies followed in the presentation of our interim financial results are consistent with those included in the company’s
Annual Report on Form 10-K for the fiscal year ended February 28, 2022 (the “2022 Annual Report”), with the exception of those related
to recent accounting pronouncements adopted in the current fiscal year. These interim unaudited consolidated financial statements should
be read in conjunction with the audited consolidated financial statements and footnotes included in our 2022 Annual Report.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. Actual
results could differ from those estimates. In particular, the novel coronavirus (“COVID-19”) pandemic and the resulting adverse impacts
to global economic conditions, as well as our operations, may impact future estimates including, but not limited to, our allowance for
loan losses, inventory valuations, fair value measurements, downward adjustments to investments in equity securities, asset impairment
charges, the effectiveness of the company’s hedging instruments, deferred tax valuation allowances, cancellation reserves, actuarial losses
on our retirement benefit plans and discount rate assumptions. Certain prior year amounts have been reclassified to conform to the current
year’s presentation. Amounts and percentages may not total due to rounding.
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Recent Accounting Pronouncements.
Effective in Future Periods
In September 2022, the Financial Accounting Standards Board (“FASB”) issued an accounting pronouncement (ASU 2022-04) related to

disclosure requirements for buyers in supplier finance programs. The amendments in the update require that buyers disclose qualitative
and quantitative information about their supplier finance programs. Interim and annual requirements include disclosure of outstanding
amounts under the obligations as of the end of the reporting period, and annual requirements include a rollforward of those obligations
for the annual reporting period, as well as a description of payment and other key terms of the programs. This update is effective for
annual periods beginning after December 15, 2022, and interim periods within those fiscal years, except for the requirement to disclose
rollforward information, which is effective for fiscal years beginning after December 15, 2023. We plan to adopt this pronouncement for
our fiscal year beginning March 1, 2023, and we do not expect it to have a material effect on our consolidated financial statements.

2. Acquisition of Edmunds

On June 1, 2021, we completed the acquisition of Edmunds Holding Company, one of the most well established and trusted online guides
for automotive information and a recognized leader in digital car shopping innovations. With this acquisition, CarMax has enhanced its
digital capabilities and further strengthened its role and reach across the used auto ecosystem while adding exceptional technology and
creative talent. Edmunds continues to operate independently and remains focused on delivering confidence to consumers and excellent
value to its dealer and Original Equipment Manufacturer (“OEM?”) clients. Additionally, this acquisition allows both businesses to
accelerate their respective capabilities to deliver an enhanced digital experience to their customers by leveraging Edmunds’ compelling
content and technology, CarMax’s unparalleled national scale and infrastructure, and the combined talent of both businesses.

The acquisition was accounted for in accordance with Accounting Standards Codification (“ASC”) Topic 805, Business Combinations,
and, accordingly, Edmunds’ results of operations have been consolidated in our financial statements since the date of acquisition. We
recorded a preliminary allocation of the purchase price to assets acquired and liabilities assumed based on their estimated fair values as
of June 1, 2021. The transaction costs associated with the acquisition were approximately $8.0 million and were expensed as incurred
within selling, general and administrative expenses.

The following table summarizes the total purchase consideration:

(In thousands)

Total cash consideration for outstanding shares $ 251,047
Fair value of common stock V 90,571
Fair value of preexisting relationship 60,200
Total $ 401,818

@) Represents the issuance of 776,097 shares of CarMax common stock to Edmunds equity holders, the fair value of which was based on the market

value of CarMax common stock as of market close on the acquisition date (June 1, 2021).

In January 2020, we acquired a minority stake in Edmunds for $50 million. The noncontrolling equity investment in Edmunds was
remeasured at a fair value of $60.2 million prior to the acquisition of the remaining ownership stake on June 1, 2021, which resulted in
the recognition of a gain of $8.7 million. The gain was included in other income in the consolidated statements of earnings for the second
quarter of fiscal 2022.
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The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of the acquisition:

(In thousands) Fair Value
Cash $ 9,484
Accounts receivable, net 33,719
Other current assets 2,397
Property and equipment, net 20,741
Goodwill @ 141,258
Intangible assets 218,000
Operating lease assets 97,250
Other assets 191
Total assets acquired 523,040
Accounts payable 5,063
Accrued expenses and other current liabilities 11,277
Current portion of operating lease liabilities 12,795
Deferred income taxes 3,823
Operating lease liabilities, excluding current portion 88,264
Total liabilities assumed 121,222
Net assets acquired $ 401,818

@ During the third quarter of fiscal 2022, we obtained new information about facts and circumstances that existed as of the acquisition date, which
resulted in a change in the fair value of assets and liabilities recognized. The adjustments were primarily related to research and development tax

credits, which resulted in a decrease in goodwill and a decrease in deferred income taxes of $8.4 million.

The excess of purchase consideration over the fair value of net identifiable assets acquired and liabilities assumed was recorded as
goodwill, which was primarily attributed to expected synergies and the assembled workforce of the acquired business and was not
deductible for tax purposes. The fair values assigned to the net identifiable assets and liabilities assumed were based on management’s

estimates and assumptions.

Identifiable intangible assets were recognized at their estimated acquisition date fair values. The fair value of identifiable intangible assets
was determined by using certain estimates and assumptions that were not observable in the market. The fair values of the trade name
asset and the internally developed software asset were determined using the relief-from-royalty method, and the fair value of the customer
relationships asset was determined using the excess earnings method. These income-based approaches included significant assumptions
such as the amount and timing of projected cash flows, growth rates, customer attrition rates, discount rates, and the assessment of the
asset’s life cycle. The estimated fair value and estimated remaining useful lives of identifiable intangible assets as of the acquisition date

were as follows:
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(In thousands) Useful Life (Years) Fair Value

Trade name Indefinite $ 31,900
Internally developed software 7 52,900
Customer relationships 17 133,200
Identifiable intangible assets $ 218,000

The operating results of Edmunds have been included in our consolidated financial statements since the date of the acquisition. Net sales
and operating revenues and net earnings attributable to Edmunds were not material for the reporting periods presented. Our pro forma
results as if the acquisition had taken place on the first day of fiscal 2021 would not be materially different from the amounts reflected in

the accompanying consolidated financial statements, and therefore were not presented.
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3. Revenue

We recognize revenue when control of the good or service has been transferred to the customer, generally either at the time of sale or
upon delivery to a customer. Our contracts have a fixed contract price and revenue is measured as the amount of consideration we expect
to receive in exchange for transferring goods or providing services. We collect sales taxes and other taxes from customers on behalf of
governmental authorities at the time of sale. These taxes are accounted for on a net basis and are not included in net sales and operating
revenues or cost of sales. We generally expense sales commissions when incurred because the amortization period would have been less
than one year. These costs are recorded within selling, general and administrative expenses. We do not have any significant payment
terms as payment is received at or shortly after the point of sale.

Disaggregation of Revenue

Three Months Ended November 30 Nine Months Ended November 30

(In millions) 2022 2021 2022 2021
Used vehicle sales $ 5,204.6 $ 6,435.6 $ 18,503.2 $ 18,697.3
Wholesale vehicle sales 1,152.2 1,922.3 4,959.1 4,998.2
Other sales and revenues:

Extended protection plan revenues 91.8 106.6 318.1 353.8

Third-party finance income/(fees), net 1.0 1.6 71 (0.3)

Advertising & subscription revenues ¥/ 333 33.3 101.9 67.9

Service revenues 19.6 19.7 60.8 62.9

Other 35 8.7 12.3 339
Total other sales and revenues 149.2 169.9 500.2 518.2
Total net sales and operating revenues $ 6,506.0 $ 85278 $ 23,9624 $ 24,213.7

@ Excludes intersegment sales and operating revenues that have been eliminated in consolidation. See Note 17 for further details.

Used Vehicle Sales. Revenue from the sale of used vehicles is recognized upon transfer of control of the vehicle to the customer. As part
of our customer service strategy, we guarantee the retail vehicles we sell with a 30-day/1,500 mile, money-back guarantee. We record
a reserve for estimated returns based on historical experience and trends. The reserve for estimated returns is presented gross on the
consolidated balance sheets, with a return asset recorded in other current assets and a refund liability recorded in accrued expenses and
other current liabilities. We also guarantee the used vehicles we sell with a 90-day/4,000-mile limited warranty. These warranties are
deemed assurance-type warranties and are accounted for as warranty obligations. See Note 16 for additional information on this warranty
and its related obligation.

Wholesale Vehicle Sales. Wholesale vehicles are sold at our auctions, and revenue from the sale of these vehicles is recognized upon
transfer of control of the vehicle to the customer. Dealers also pay a fee to us based on the sale price of the vehicles they purchase. This
fee is recognized as revenue at the time of sale. While we provide condition disclosures on each wholesale vehicle sold, the vehicles are
subject to a limited right of return. We record a reserve for estimated returns based on historical experience and trends. The reserve for
estimated returns is presented gross on the consolidated balance sheets, with a return asset recorded in other current assets and a refund
liability recorded in accrued expenses and other current liabilities.

EPP Revenues. We also sell ESP and GAP products on behalf of unrelated third parties, who are primarily responsible for fulfilling the
contract, to customers who purchase a retail vehicle. The ESPs we currently offer on all used vehicles provide coverage up to 60 months
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(subject to mileage limitations), while GAP covers the customer for the term of their finance contract. We recognize revenue, on a net
basis, at the time of sale. We also record a reserve, or refund liability, for estimated contract cancellations. The reserve for cancellations is
evaluated for each product and is based on forecasted forward cancellation curves utilizing historical experience, recent trends and credit
mix of the customer base. Our risk related to contract cancellations is limited to the revenue that we receive. Cancellations fluctuate
depending on the volume of EPP sales, customer financing default or prepayment rates, and shifts in customer behavior, including those
related to changes in the coverage or term of the product. The current portion of estimated cancellation reserves is recognized as a
component of accrued expenses and other current liabilities with the remaining amount recognized in other liabilities. See Note 8 for
additional information on cancellation reserves.

We are contractually entitled to receive profit-sharing revenues based on the performance of the ESPs administered by third parties. These
revenues are a form of variable consideration included in EPP revenues to the extent that it is probable that it
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will not result in a significant revenue reversal. An estimate of the amount to which we expect to be entitled, subject to various constraints,
is recognized upon satisfying the performance obligation of selling the ESP. These constraints include factors that are outside of the
company’s influence or control and the length of time until settlement. We apply the expected value method, utilizing historical claims
and cancellation data from CarMax customers, as well as external data and other qualitative assumptions. This estimate is reassessed
each reporting period with changes reflected in other sales and revenues on our consolidated statements of earnings and other assets on
our consolidated balance sheets. As of November 30, 2022 and February 28, 2022, no current or long-term contract asset was recognized
related to cumulative profit-sharing payments to which we expect to be entitled.

Third-Party Finance Income/(Fees). Customers applying for financing who are not approved or are conditionally approved by CAF are
generally evaluated by other third-party finance providers. These providers generally either pay us or are paid a fixed, pre-negotiated fee
per contract. We recognize these fees at the time of sale.

Advertising and Subscription Revenues. Advertising and subscription revenues consist of revenues earned by our Edmunds business.
Advertising revenues are derived from advertising contracts with automotive manufacturers based on fixed fees per impression and fees
for certain activities completed by customers on the manufacturers' websites. These fees are recognized in the period the impressions
are delivered or certain activities occurred. Subscription revenues are derived from packages sold to automotive dealers that include car
leads, inventory listings and enhanced placement in Edmunds' dealer locator and are recognized over the period that the services are
made available to the dealers. Subscription revenues also include a digital marketing subscription service, which allows dealers to gain
exposure on third party partner websites. Revenues for this service are recognized on a net basis.

Service Revenues. Service revenue consists of labor and parts income related to vehicle repair service, including repairs of vehicles
covered under an ESP we sell or warranty program. Service revenue is recognized at the time the work is completed.

Other Revenues. Other revenues consist primarily of new vehicle sales and sales of accessories. Revenue in this category is recognized
upon transfer of control to the customer.

4. CarMax Auto Finance

CAF provides financing to qualified retail customers purchasing vehicles from CarMax. CAF provides us the opportunity to capture
additional profits, cash flows and sales while managing our reliance on third-party finance sources. Management regularly analyzes
CAF’s operating results by assessing profitability, the performance of the auto loans receivable, including trends in credit losses and
delinquencies, and CAF direct expenses. This information is used to assess CAF’s performance and make operating decisions, including
resource allocation.

We typically use securitizations or other funding arrangements to fund loans originated by CAF. CAF income primarily reflects the
interest and fee income generated by the auto loans receivable less the interest expense associated with the debt issued to fund these
receivables, a provision for estimated loan losses and direct CAF expenses.

CAF income does not include any allocation of indirect costs. Although CAF benefits from certain indirect overhead expenditures, we
have not allocated indirect costs to CAF to avoid making subjective allocation decisions. Examples of indirect costs not allocated to CAF
include retail store expenses and corporate expenses. In addition, except for auto loans receivable, which are disclosed in Note 5, CAF
assets are not separately reported nor do we allocate assets to CAF because such allocation would not be useful to management in making
operating decisions.
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Components of CAF Income

Three Months Ended November 30 Nine Months Ended November 30

(In millions) 2022 % @ 2021 % @ 2022 % @ 2021 % @
Interest margin:

Interest and fee income $ 365.4 88 §$ 330.0 86 $ 1,069.3 88 $ 964.4 8.7

Interest expense (88.8) (2.1 (53.6) (1.4) (200.1) (1.6) (180.0)  (1.6)
Total interest margin 276.6 6.7 276.4 7.2 869.2 7.2 784.4 7.1

Provision for loan losses @857 (2.0 (76.2) (2.0 (219.0) (1.8 (87.3) (0.8)
Total interest margin after provision for

loan losses 190.9 4.6 200.2 5.2 650.2 5.4 697.1 6.3
Direct expenses:

Payroll and fringe benefit expense 16.1) (0.4) (12.7)  (0.3) 46.7) (0.49) (37.7) (0.3)

Depreciation and amortization 4.0) (0.1 24) (0.1) (11.6) (0.1 (2.8) —

Other direct expenses (18.7)  (0.5) (19.2)  (0.5) 524) (0.9 (48.9) (0.4)
Total direct expenses (38.8) (0.9 (34.3) (0.9 110.7) (0.9 (89.4) (0.8)
CarMax Auto Finance income $ 152.2 3.7 $ 166.0 43 $ 539.5 44 607.7 5.5
Total average managed receivables $ 16,540.2 $ 15,288.8 $ 16,177.8 $ 14,706.9

M Annualized percentage of total average managed receivables.
5. Auto Loans Receivable

Auto loans receivable include amounts due from customers related to retail vehicle sales financed through CAF and are presented net
of an allowance for estimated loan losses. These auto loans represent a large group of smaller-balance homogeneous loans, which we
consider to be part of one class of financing receivable and one portfolio segment for purposes of determining our allowance for loan
losses. We generally use warehouse facilities to fund auto loans receivable originated by CAF until we elect to fund them through an
asset-backed term funding transaction, such as a term securitization or alternative funding arrangement. We recognize transfers of auto
loans receivable into the warehouse facilities and asset-backed term funding transactions (together, “non-recourse funding vehicles™) as
secured borrowings, which result in recording the auto loans receivable and the related non-recourse notes payable on our consolidated
balance sheets. The majority of the auto loans receivable serve as collateral for the related non-recourse notes payable of $16.24 billion
as of November 30, 2022, and $15.47 billion as of February 28, 2022. See Note 10 for additional information on securitizations and non-

recourse notes payable.

Interest income and expenses related to auto loans are included in CAF income. Interest income on auto loans receivable is recognized
when earned based on contractual loan terms. All loans continue to accrue interest until repayment or charge-off. When a charge-off
occurs, accrued interest is written off by reversing interest income. Direct costs associated with loan originations are not considered

material, and thus, are expensed as incurred. See Note 4 for additional information on CAF income.
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Auto Loans Receivable, Net

As of November 30 As of February 28

(In millions) 2022 2022
Asset-backed term funding $ 12,342.0 $ 11,653.8
Warehouse facilities 3,420.9 3,291.9
Overcollateralization 688.1 489.1
Other managed receivables @ 201.7 217.5
Total ending managed receivables 16,652.7 15,652.3
Accrued interest and fees 83.3 67.3
Other 4.2) 3.1
Less: allowance for loan losses (491.0) (433.0)
Auto loans receivable, net $ 16,240.8 $ 15,289.7

) Represents receivables restricted as excess collateral for the non-recourse funding vehicles.

@ Other managed receivables includes receivables not funded through the non-recourse funding vehicles.

Credit Quality. When customers apply for financing, CAF’s proprietary scoring models utilize the customers’ credit history and certain
application information to evaluate and rank their risk. We obtain credit histories and other credit data that includes information
such as number, age, type of and payment history for prior or existing credit accounts. The application information that is used
includes income, collateral value and down payment. The scoring models yield credit grades that represent the relative likelihood
of repayment. Customers with the highest probability of repayment are A-grade customers. Customers assigned a lower grade are
determined to have a lower probability of repayment. For loans that are approved, the credit grade influences the terms of the agreement,
such as the required loan-to-value ratio and interest rate. After origination, credit grades are generally not updated.

CAF uses a combination of the initial credit grades and historical performance to monitor the credit quality of the auto loans receivable
on an ongoing basis. We validate the accuracy of the scoring models periodically. Loan performance is reviewed on a recurring basis to

identify whether the assigned grades adequately reflect the customers’ likelihood of repayment.

Ending Managed Receivables by Major Credit Grade
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As of November 30, 2022

Fiscal Year of Origination ¥

Prior to

(In millions) 2023 2022 2021 2020 2019 2019 Total % @
Core managed receivables /:

A $ 3,1543 $ 28156 $ 1,2529 § 8006 $§ 2900 $ 634 $ 8,376.8 50.3

B 2,079.9 2,020.1 907.2 564.1 268.0 87.4 5,926.7 35.6

C and other 595.5 667.8 350.1 194.4 90.7 38.3 1,936.8 11.6
Total core managed receivables 5,829.7 5,503.5 2,510.2 1,559.1 648.7 189.1 16,240.3 97.5
Other managed receivables ¥:

C and other 222.4 127.2 16.9 23.8 15.5 6.6 412.4 2.5
Total ending managed receivables $ 6,052.1 $ 5,630.7 $ 2,527.1 $ 1,5829 $ 6642 $ 1957 $ 16,652.7 100.0
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As of February 28, 2022

Fiscal Year of Origination

Prior to
(In millions) 2022 2021 2020 2019 2018 2018 Total %
Core managed receivables ¥:
A $ 3,8855 § 1,7883 § 1,266.1 $§ 5741 $ 2034 $ 323§ 7,749.7 49.5
B 2,795.2 1,288.5 857.7 473.1 205.2 50.4 5,670.1 36.2
C and other 919.1 496.2 294.8 156.7 73.8 29.6 1,970.2 12.6
Total core managed receivables 7,599.8 3,573.0 2,418.6 1,203.9 482.4 112.3 15,390.0 98.3

Other managed receivables “:
C and other 165.2 239 34.7 23.8 10.0 4.7 262.3 1.7
Total ending managed receivables $ 7,765.0 $ 3,5969 $ 2,4533 $ 12277 $ 4924 $ 117.0 $ 15,6523 100.0

~

D" Classified based on credit grade assigned when customers were initially approved for financing.

2

) Percent of total ending managed receivables.

@) Represents CAF's Tier I originations.

@ Represents CAF's Tier 2 and Tier 3 originations.

Allowance for Loan Losses. The allowance for loan losses at November 30, 2022 represents the net credit losses expected over the
remaining contractual life of our managed receivables. The allowance for loan losses is determined using a net loss timing curve,
primarily based on the composition of the portfolio of managed receivables and historical gross loss and recovery trends. Due to the fact
that losses for receivables with less than 18 months of performance history can be volatile, our net loss estimate weights both historical
losses by credit grade at origination and actual loss data on the receivables to-date, along with forward loss curves, in estimating future
performance. Once the receivables have 18 months of performance history, the net loss estimate reflects actual loss experience of those
receivables to date, along with forward loss curves, to predict future performance. The forward loss curves are constructed using historical
performance data and show the average timing of losses over the course of a receivable’s life. The net loss estimate is calculated by
applying the loss rates developed using the methods described above to the amortized cost basis of the managed receivables at inception
of the loan.

The output of the net loss timing curve is adjusted to take into account reasonable and supportable forecasts about the future. Specifically,
the change in U.S. unemployment rates and the National Automobile Dealers Association used vehicle price index are used to predict
changes in gross loss and recovery rates, respectively. An economic adjustment factor, based upon a single macroeconomic scenario,
is developed to capture the relationship between changes in these forecasts and changes in gross loss and recovery rates. This factor is
applied to the output of the net loss timing curve for the reasonable and supportable forecast period of two years. After the end of this
two-year period, we revert to historical experience on a straight-line basis over a period of 12 months. We periodically consider whether
the use of alternative metrics would result in improved model performance and revise the models when appropriate. We also consider
whether qualitative adjustments are necessary for factors that are not reflected in the quantitative methods but impact the measurement
of estimated credit losses. Such adjustments include the uncertainty of the impacts of recent economic trends on customer behavior. The
change in the allowance for loan losses is recognized through an adjustment to the provision for loan losses.
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Allowance for Loan Losses

Three Months Ended November 30, 2022

(In millions) Core Other Total % @
Balance as of beginning of period $ 396.1 $ 814 $ 477.5 2.92
Charge-offs (96.3) (16.3) (112.6)

Recoveries 35.7 4.7 40.4

Provision for loan losses 60.9 24.8 85.7

Balance as of end of period $ 396.4 3 946 $ 491.0 2.95

Three Months Ended November 30, 2021

(In millions) Core Other Total % @
Balance as of beginning of period $ 360.0 $ 381 § 398.1 2.66
Charge-offs (61.6) (6.6) (68.2)

Recoveries 18.8 1.6 20.4

Provision for loan losses 68.5 7.7 76.2

Balance as of end of period $ 3857 § 408 $ 426.5 2.75

Nine Months Ended November 30, 2022

(In millions) Core Other Total % @
Balance as of beginning of period $ 3775 $ 555 % 433.0 2.77
Charge-offs (241.9) (35.0) (276.9)

Recoveries 104.7 11.2 115.9

Provision for loan losses 156.1 62.9 219.0

Balance as of end of period $ 396.4 3 946 $ 491.0 2.95

Nine Months Ended November 30, 2021

(In millions) Core Other Total % @
Balance as of beginning of period $ 3794 § 31.7 $ 411.1 2.97
Charge-offs (140.6) (13.1) (153.7)

Recoveries 76.1 5.7 81.8

Provision for loan losses 70.8 16.5 87.3

Balance as of end of period $ 3857 $ 408 $ 426.5 2.75

@ Percent of total ending managed receivables.

@) Net of costs incurred to recover vehicle.
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During the first nine months of fiscal 2023, the allowance for loan losses increased $58.0 million, primarily reflecting growth in
receivables. The increase in the allowance as a percent of total ending managed receivables was primarily driven by the previously
disclosed expansion of our Tier 2 and Tier 3 originations within CAF's portfolio. While loss performance was unfavorable compared
to the prior year period, the prior year performance fluctuated outside normal expectations. The allowance for loan losses as of
November 30, 2022 reflects the historical loss performance experienced prior to the pandemic as well as increases for our Tier 3
expansion and growing Tier 2 portfolio.

Past Due Receivables. An account is considered delinquent when the related customer fails to make a substantial portion of a scheduled
payment on or before the due date. In general, accounts are charged-off on the last business day of the month during which the earliest
of the following occurs: the receivable is 120 days or more delinquent as of the last business day of the month, the related vehicle is
repossessed and liquidated, or the receivable is otherwise deemed uncollectible. For purposes of
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determining impairment, auto loans are evaluated collectively, as they represent a large group of smaller-balance homogeneous loans,
and therefore, are not individually evaluated for impairment.

Past Due Receivables

As of November 30, 2022
Other
Core Receivables Receivables Total

(In millions) A B C & Other Total C & Other $ % @
Current $§ 83404 § 55705 § 1,6052 § 15,516.1 $ 3048 $ 15,820.9 95.01
Delinquent loans:

31-60 days past due 21.7 211.9 183.2 416.8 57.3 474.1 2.85

61-90 days past due 11.6 116.4 122.7 250.7 414 292.1 1.75

Greater than 90 days past due 3.1 27.9 25.7 56.7 8.9 65.6 0.39
Total past due 36.4 356.2 331.6 724.2 107.6 831.8 4.99
Total ending managed receivables $ 8,376.8 $ 5,926.7 $ 1,936.8 § 16,2403 $ 4124 $ 16,652.7 100.00

As of February 28, 2022

Other
Core Receivables Receivables Total

(Tn millions) A B C & Other Total C & Other $ % @
Current $ 77119 § 54013 § 1,702.7 § 14,8159 $ 2064 § 15,0223 95.98
Delinquent loans:

31-60 days past due 254 173.3 160.4 359.1 33.0 392.1 2.50

61-90 days past due 9.2 75.6 85.2 170.0 19.1 189.1 1.21

Greater than 90 days past due 32 19.9 21.9 45.0 3.8 48.8 0.31
Total past due 37.8 268.8 267.5 574.1 55.9 630.0 4.02
Total ending managed receivables § 7,749.7 $§ 5,670.1 § 1,9702 $ 15,390.0 $ 2623 § 15,6523 100.00

@) Percent of total ending managed receivables.

6. Derivative Instruments and Hedging Activities

We use derivatives to manage certain risks arising from both our business operations and economic conditions, particularly with regard
to issuances of debt. Primary exposures include LIBOR and other rates used as benchmarks in our securitizations and other debt
financing. We enter into derivative instruments to manage exposures related to the future known receipt or payment of uncertain cash
amounts, the values of which are impacted by interest rates, and generally designate these derivative instruments as cash flow hedges
for accounting purposes. In certain cases, we may choose not to designate a derivative instrument as a cash flow hedge for accounting
purposes due to uncertainty around the probability that future hedged transactions will occur. Our derivative instruments are used to
manage (i) differences in the amount of our known or expected cash receipts and our known or expected cash payments principally related

to the funding of our auto loans receivable, and (ii) exposure to variable interest rates associated with our term loans.
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For the derivatives associated with our non-recourse funding vehicles that are designated as cash flow hedges, the changes in fair value
are initially recorded in accumulated other comprehensive income (loss) (“AOCI”). For the majority of these derivatives, the amounts
are subsequently reclassified into CAF income in the period that the hedged forecasted transaction affects earnings, which occurs as
interest expense is recognized on those future issuances of debt. During the next 12 months, we estimate that an additional $47.2 million
will be reclassified from AOCI as an increase to CAF income. Changes in fair value related to derivatives that have not been designated
as cash flow hedges for accounting purposes are recognized in the income statement in the period in which the change occurs. For the
three and nine months ended November 30, 2022, we recognized income of $5.0 million and $23.6 million, respectively, in CAF income
representing these changes in fair value.

As of November 30, 2022 and February 28, 2022, we had interest rate swaps outstanding with a combined notional amount of
$4.68 billion and $3.64 billion, respectively, that were designated as cash flow hedges of interest rate risk. As of November 30,
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2022 and February 28, 2022, we had interest rate swaps with a combined notional amount of $1.11 billion and $578.3 million,
respectively, outstanding that were not designated as cash flow hedges for accounting purposes.

See Note 7 for discussion of fair values of financial instruments and Note 13 for the effect on comprehensive income.
7. Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants in the principal market or, if none exists, the most advantageous market, for the specific asset or liability at the
measurement date (referred to as the “exit price”). The fair value should be based on assumptions that market participants would use,
including a consideration of nonperformance risk.

We assess the inputs used to measure fair value using the three-tier hierarchy. The hierarchy indicates the extent to which inputs used in
measuring fair value are observable in the market.

Level 1 Inputs include unadjusted quoted prices in active markets for identical assets or liabilities that we can access at the
measurement date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly, including quoted prices for similar assets in active markets, quoted prices from identical or similar assets in
inactive markets, observable inputs, such as interest rates and yield curves, and assumptions about risk.

Level 3  Inputs that are significant to the measurement that are not observable in the market and include management’s judgments
about the assumptions market participants would use in pricing the asset or liability (including assumptions about risk).

Our fair value processes include controls that are designed to ensure that fair values are appropriate. Such controls include model
validation, review of key model inputs, analysis of period-over-period fluctuations and reviews by senior management.

Valuation Methodologies

Money Market Securities. Money market securities are cash equivalents, which are included in cash and cash equivalents, restricted
cash from collections on auto loans receivable and other assets. They consist of highly liquid investments with original maturities of
three months or less and are classified as Level 1.

Mutual Fund Investments. Mutual fund investments consist of publicly traded mutual funds that primarily include diversified equity
investments in large-, mid- and small-cap domestic and international companies or investment grade debt securities. The investments,
which are included in other assets, are held in a rabbi trust established to fund informally our executive deferred compensation plan and
are classified as Level 1.

Derivative Instruments. The fair values of our derivative instruments are included in either other current assets, other assets, accounts
payable or other liabilities. Our derivatives are not exchange-traded and are over-the-counter customized derivative instruments. All of
our derivative exposures are with highly rated bank counterparties.

We measure derivative fair values assuming that the unit of account is an individual derivative instrument and that derivatives are sold or
transferred on a stand-alone basis. We estimate the fair value of our derivatives using quotes determined by the derivative counterparties
and third-party valuation services. Quotes from third-party valuation services and quotes received from bank counterparties project future
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cash flows and discount the future amounts to a present value using market-based expectations for interest rates and the contractual terms
of the derivative instruments. The models do not require significant judgment and model inputs can typically be observed in a liquid
market; however, because the models include inputs other than quoted prices in active markets, all derivatives are classified as Level 2.

Our derivative fair value measurements consider assumptions about counterparty and our own nonperformance risk. We monitor

counterparty and our own nonperformance risk and, in the event that we determine that a party is unlikely to perform under terms of the
contract, we would adjust the derivative fair value to reflect the nonperformance risk.
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Items Measured at Fair Value on a Recurring Basis

As of November 30, 2022
(In thousands) Level 1 Level 2 Total
Assets:

Money market securities 1,261,183 — $ 1,261,183

Mutual fund investments 21,485 — 21,485

Derivative instruments designated as hedges — 89,485 89,485

Derivative instruments not designated as hedges — 32,923 32,923
Total assets at fair value 1,282,668 122,408 $ 1,405,076
Percent of total assets at fair value 91.3 % 8.7% 100.0 %
Percent of total assets 49 % 0.5% 5.4%
Liabilities:

Derivative instruments designated as hedges — 3,599) $§ (3,599)
Total liabilities at fair value — (3,599) $ (3,599)
Percent of total liabilities — % —% —%

As of February 28, 2022
(In thousands) Level 1 Level 2 Total
Assets:

Money market securities 701,865 — $ 701,865

Mutual fund investments 24,022 — 24,022

Derivative instruments designated as hedges — 39,452 39,452

Derivative instruments not designated as hedges — 9,339 9,339
Total assets at fair value 725,887 48,791 $ 774,678
Percent of total assets at fair value 93.7 % 6.3 % 100.0 %
Percent of total assets 2.8 % 0.2 % 2.9 %
Liabilities:

Derivative instruments designated as hedges — (1,379) $ (1,379)
Total liabilities at fair value — (1,379) $ (1,379)
Percent of total liabilities — % — % — %

Fair Value of Financial Instruments

The carrying value of our cash and cash equivalents, accounts receivable, other restricted cash deposits and accounts payable

approximates fair value due to the short-term nature and/or variable rates associated with these financial instruments. Auto loans
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receivable are presented net of an allowance for estimated loan losses, which we believe approximates fair value. We believe that the
carrying value of our revolving credit facility and term loans approximates fair value due to the variable rates associated with these
obligations. The fair value of our senior unsecured notes, which are not carried at fair value on our consolidated balance sheets, was

determined using Level 2 inputs based on quoted market prices. The carrying value and fair value of the senior unsecured notes as of
November 30, 2022 and February 28, 2022, respectively, are as follows:

(In thousands) As of November 30, 2022 As of February 28, 2022
Carrying value $ 500,000 $ 500,000
Fair value $ 474,771 $ 517,396
Page 20
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8. Cancellation Reserves

We recognize revenue for EPP products, on a net basis, at the time of sale. We also record a reserve, or refund liability, for estimated
contract cancellations. Cancellations of these services may result from early termination by the customer, or default or prepayment on
the finance contract. The reserve for cancellations is evaluated for each product and is based on forecasted forward cancellation curves
utilizing historical experience, recent trends and credit mix of the customer base.

Cancellation Reserves

Three Months Ended November 30 Nine Months Ended November 30

(In millions) 2022 2021 2022 2021

Balance as of beginning of period $ 1488 $ 1443 $ 144.7 $ 124.5
Cancellations (25.2) (25.2) (80.3) (68.3)
Provision for future cancellations 20.7 28.7 79.9 91.6

Balance as of end of period $ 1443 § 147.8 $ 1443 § 147.8

The current portion of estimated cancellation reserves is recognized as a component of accrued expenses and other current liabilities with
the remaining amount recognized in other liabilities. As of November 30, 2022 and February 28, 2022, the current portion of cancellation
reserves was $80.4 million and $78.7 million, respectively.

9. Income Taxes

We had $26.7 million of gross unrecognized tax benefits as of November 30, 2022, and $24.8 million as of February 28, 2022. There
were no significant changes to the gross unrecognized tax benefits as reported for the fiscal year ended February 28, 2022.

On August 16, 2022, federal legislation commonly referred to as the Inflation Reduction Act of 2022 (“IRA”), was enacted. We have
evaluated the tax provisions of the IRA, the most significant of which are the corporate alternative minimum tax and the share repurchase
tax. We do not expect the legislation to have a material impact on our results of operations. As the IRS issues additional guidance related
to the IRA, we will evaluate any impact to our consolidated financial statements.

10. Debt
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(In thousands) As of November 30 As of February 28
Debt Description Maturity Date 2022 2022
Revolving credit facility @ June 2024 $ — § 1,243,500
Term loan @ June 2024 300,000 300,000
Term loan @ October 2026 699,458 699,352
3.86% Senior notes April 2023 100,000 100,000
4.17% Senior notes April 2026 200,000 200,000
4.27% Senior notes April 2028 200,000 200,000
Financing obligations Various dates through February 2059 517,349 524,766
Non-recourse notes payable Various dates through April 2029 16,237,419 15,466,799
Total debt 18,254,226 18,734,417
Less: current portion (586,855) (532,272)
Less: unamortized debt issuance costs (26,689) (27,126)
Long-term debt, net $ 17,640,682 $ 18,175,019

@ Interest is payable monthly, with the exception of our senior notes, which are payable semi-annually.

@ Borrowings accrue interest at variable rates based on the Eurodollar rate (LIBOR), or the successor benchmark rate, the federal funds rate, or the

prime rate, depending on the type of borrowing.

Revolving Credit Facility. Borrowings under our $2.00 billion unsecured revolving credit facility (the “credit facility”) are available for

working capital and general corporate purposes. We pay a commitment fee on the unused portions of the available funds. Borrowings

under the credit facility are either due “on demand” or at maturity depending on the type of
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borrowing. Borrowings with “on demand” repayment terms are presented as short-term debt, while amounts due at maturity are presented
as long-term debt. As of November 30, 2022, the unused capacity of $2.00 billion was fully available to us.

Term Loans. Borrowings under our $300 million and $700 million term loans are available for working capital and general corporate
purposes. The interest rate on our term loans was 4.67% as of November 30, 2022, and the loans were classified as long-term debt as no
repayments are scheduled to be made within the next 12 months.

Senior Notes. Borrowings under our unsecured senior notes totaling $500 million are available for working capital and general corporate
purposes. The 3.86% senior note matures in April 2023 and is therefore classified as current. The remaining notes were classified as
long-term debt as no repayments are scheduled to be made within the next 12 months.

Financing Obligations. Financing obligations relate to stores subject to sale-leaseback transactions that do not qualify for sale
accounting. The financing obligations were structured at varying interest rates and generally have initial lease terms ranging from 15
to 20 years with payments made monthly. We have not entered into any new sale-leaseback transactions since fiscal 2009. In the event
the agreements are modified or extended beyond their original term, the related obligation is adjusted based on the present value of the
revised future payments, with a corresponding change to the assets subject to these transactions. Upon modification, the amortization of
the obligation is reset, resulting in more of the payments being applied to interest expense in the initial years following the modification.

Non-Recourse Notes Payable. The non-recourse notes payable relate to auto loans receivable funded through non-recourse funding
vehicles. The timing of principal payments on the non-recourse notes payable is based on the timing of principal collections and defaults
on the related auto loans receivable. The current portion of non-recourse notes payable represents principal payments that are due to be
distributed in the following period.

Notes payable related to our asset-backed term funding transactions accrue interest predominantly at fixed rates and have scheduled
maturities through April 2029, but may mature earlier, depending upon the repayment rate of the underlying auto loans receivable.

Information on our funding vehicles of non-recourse notes payable as of November 30, 2022 are as follows:

(In billions) Capacity

Warehouse facilities:

December 2022 expiration $ 0.25
February 2023 expiration 2.85
August 2023 expiration 2.30
Combined warehouse facility limit $ 5.40
Unused capacity $ 1.98

Non-recourse notes payable outstanding:

Warehouse facilities $ 3.42
Asset-backed term funding transactions 12.82
Non-recourse notes payable $ 16.24
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We generally enter into warehouse facility agreements for one-year terms and typically renew the agreements annually. The return
requirements of warehouse facility investors could fluctuate significantly depending on market conditions. At renewal, the cost, structure
and capacity of the facilities could change. These changes could have a significant impact on our funding costs.

See Note 5 for additional information on the related auto loans receivable.

Capitalized Interest. We capitalize interest in connection with the construction of certain facilities. For the nine months ended
November 30, 2022 and 2021, we capitalized interest of $3.6 million and $5.0 million, respectively.

Financial Covenants. The credit facility, term loans and senior note agreements contain representations and warranties, conditions and

covenants. We must also meet financial covenants in conjunction with certain financing obligations. The agreements governing our non-
recourse funding vehicles contain representations and warranties, financial covenants and
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performance triggers. As of November 30, 2022, we were in compliance with all financial covenants and our non-recourse funding

vehicles were in compliance with the related performance triggers.

11. Stock and Stock-Based Incentive Plans

(A) Share Repurchase Program

In April 2022, our board of directors (“board”) increased our share repurchase authorization by $2.0 billion. As of November 30, 2022,
a total of $4.0 billion of board authorizations for repurchases of our common stock was outstanding, with no expiration date, of which
$2.45 billion remained available for repurchase. Share repurchases were paused during the third quarter of fiscal 2023.

Common Stock Repurchases

Three Months Ended Nine Months Ended
November 30 November 30
2022 2021 2022 2021
Number of shares repurchased (in thousands) 30.0 851.1 3,403.9 3,602.8
Average cost per share 87.70 $ 13552  $ 94.95 $ 127.65
Available for repurchase, as of end of period (in millions) 24513 § 876.2 $ 24513 § 876.2
(B) Share-Based Compensation
Composition of Share-Based Compensation Expense
Three Months Ended Nine Months Ended
November 30 November 30
(In thousands) 2022 2021 2022 2021
Cost of sales 333 § 1,896 § 1,474 $ 5,719
CarMax Auto Finance income 981 1,560 1,394 4,749
Selling, general and administrative expenses 17,213 33,328 63,983 100,453
Share-based compensation expense, before income taxes 18,527 § 36,784  $ 66,851 $ 110,921

Composition of Share-Based Compensation Expense — By Grant Type
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Three Months Ended Nine Months Ended
November 30 November 30
(In thousands) 2022 2021 2022 2021
Nongqualified stock options $ 8,968 $ 7,846 29,648 $ 27,375
Cash-settled restricted stock units (RSUs) 5,167 23,836 15,521 62,398
Stock-settled market stock units (MSUs) 3,358 3,171 12,234 11,260
Other share-based incentives:
Stock-settled performance stock units (PSUs) 209 964 5,150 5,334
Restricted stock (RSAs) 262 365 571 670
Stock-settled deferred stock units (DSUs) — — 1,850 1,925
Employee stock purchase plan 563 602 1,877 1,959
Total other share-based incentives $ 1,034 $ 1,931 9,448 § 9,888
Share-based compensation expense, before income taxes $ 18,527 $ 36,784 66,851 $ 110,921
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(C) Stock Incentive Plan Information

Share/Unit Activity
Nine Months Ended November 30, 2022
Liability

Equity Classified Classified
(Shares/units in thousands) Options MSUs Other RSUs
Outstanding as of February 28, 2022 5,796 393 170 1,163
Granted 1,285 137 50 677
Exercised or vested and converted (208) (122) (80) (748)
Cancelled (48) ) S) (68)
Outstanding as of November 30, 2022 6,825 402 135 1,024
Weighted average grant date fair value per share/unit:
Granted $ 3335 $ 126.59 $ 95.58 $ 91.20
Ending outstanding $ 25.69 $ 120.96 $ 99.04 $ 97.23

As of November 30, 2022

Unrecognized compensation (in millions) $ 59.0 $ 182 § 2.4

12. Net Earnings Per Share

Basic net earnings per share is computed by dividing net earnings available for basic common shares by the weighted average number of
shares of common stock outstanding. Diluted net earnings per share is computed by dividing net earnings available for diluted common
shares by the sum of weighted average number of shares of common stock outstanding and dilutive potential common stock. Diluted net

earnings per share is calculated using the “if-converted” treasury stock method.

Basic and Dilutive Net Earnings Per Share Reconciliations
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Three Months Ended Nine Months Ended

November 30 November 30

(In thousands except per share data) 2022 2021 2022 2021
Net earnings $ 37,580 § 269438 $ 415,750 $§ 991,461
Weighted average common shares outstanding 158,003 162,006 159,044 162,710
Dilutive potential common shares:

Stock options 268 2,373 857 2,391

Stock-settled stock units and awards 265 494 294 505
Weighted average common shares and dilutive potential common shares 158,536 164,873 160,195 165,606
Basic net earnings per share $ 024 § 1.66 $ 2,61 $ 6.09
Diluted net earnings per share $ 024 $ 1.63 $ 2,60 $ 5.99

Certain options to purchase shares of common stock were outstanding and not included in the calculation of diluted net earnings per share
because their inclusion would have been antidilutive. On a weighted average basis, for the three months ended November 30, 2022 and
2021, options to purchase 4,934,554 shares and 776,853 shares of common stock, respectively, were not included. For the nine months
ended November 30, 2022 and 2021, options to purchase 1,917,727 shares and 701,970 shares of common stock, respectively, were not
included.
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13. Accumulated Other Comprehensive Income (L.oss)

Changes in Accumulated Other Comprehensive Income (Loss) By Component

Total
Net Net Accumulated
Unrecognized Unrecognized Other
Actuarial Hedge Comprehensive
(In thousands, net of income taxes) Losses Gains Income (Loss)
Balance as of February 28, 2022 $ (73,001) $ 26,579 % (46,422)
Other comprehensive income before reclassifications — 113,510 113,510
Amounts reclassified from accumulated other comprehensive income (loss) 1,444 (11,112) (9,668)
Other comprehensive income 1,444 102,398 103,842
Balance as of November 30, 2022 $ (71,557) $ 128,977 § 57,420

Changes In and Reclassifications Out of Accumulated Other Comprehensive Income (Loss)
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Three Months Ended November

Nine Months Ended November

30 30

(In thousands) 2022 2021 2022 2021
Retirement Benefit Plans:
Actuarial loss amortization reclassifications recognized in net

pension expense:

Cost of sales $ 272§ 367 $ 810 § 1,083

CarMax Auto Finance income 19 21 51 64

Selling, general and administrative expenses 346 481 1,048 1,458
Total amortization reclassifications recognized in net pension

expense 637 869 1,909 2,605
Tax expense (155) (210) (465) (629)
Amortization reclassifications recognized in net pension

expense, net of tax 482 659 1,444 1,976
Net change in retirement benefit plan unrecognized actuarial

losses, net of tax 482 659 1,444 1,976
Cash Flow Hedges (Note 6):
Changes in fair value 42,521 11,339 152,731 8,668
Tax expense (10,919) (2,985) (39,221) (2,282)

Changes in fair value, net of tax 31,602 8,354 113,510 6,386
Reclassifications to CarMax Auto Finance income (8,965) 4,111 (14,951) 13,610
Tax benefit (expense) 2,302 (1,082) 3,839 (3,582)

Reclassification of hedge (gains) losses, net of tax (6,663) 3,029 (11,112) 10,028
Net change in cash flow hedge unrecognized gains, net of tax 24,939 11,383 102,398 16,414
Total other comprehensive income, net of tax $ 25421 $ 12,042 $ 103,842 $ 18,390

Changes in the funded status of our retirement plans and changes in the fair value of derivatives that are designated and qualify as cash

flow hedges are recognized in accumulated other comprehensive income (loss). The cumulative balances are net of deferred taxes of
$21.7 million as of November 30, 2022 and $14.2 million as of February 28, 2022.
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14. Leases

Our leases primarily consist of operating and finance leases related to retail stores, office space, land and equipment. We also have stores
subject to sale-leaseback transactions that do not qualify for sale accounting and are accounted for as financing obligations. For more
information on these financing obligations see Note 10.

The initial term for real property leases is typically 5 to 20 years. For equipment leases, the initial term generally ranges from 3 to 8§ years.
Most leases include one or more options to renew, with renewal terms that can extend the lease term from 1 to 20 years or more. We
include options to renew (or terminate) in our lease term, and as part of our right-of-use (“ROU”) assets and lease liabilities, when it is
reasonably certain that we will exercise that option.

ROU assets and the related lease liabilities are initially measured at the present value of future lease payments over the lease term. As most
of our leases do not provide an implicit rate, we use our collateralized incremental borrowing rate based on the information available at the
commencement date in determining the present value of future payments. We include variable lease payments in the initial measurement
of ROU assets and lease liabilities only to the extent they depend on an index or rate. Changes in such indices or rates are accounted
for in the period the change occurs, and do not result in the remeasurement of the ROU asset or liability. We are also responsible for
payment of certain real estate taxes, insurance and other expenses on our leases. These amounts are generally considered to be variable
and are not included in the measurement of the ROU asset and lease liability. We generally account for non-lease components, such as
maintenance, separately from lease components. For certain equipment leases, we apply a portfolio approach to account for the lease
assets and liabilities.

Our lease agreements do not contain any material residual value guarantees or material restricted covenants. Leases with a term of 12
months or less are not recorded on the balance sheet; we recognize lease expense for these leases on a straight-line basis over the lease
term.

The components of lease expense were as follows:

Three Months Ended November 30 Nine Months Ended November 30

(In thousands) 2022 2021 2022 2021
Operating lease cost $ 22450 $ 20,581 $ 68,381 § 53,631
Finance lease cost:

Depreciation of lease assets 4,178 3,383 11,701 9,784

Interest on lease liabilities 5,728 4,257 16,129 12,531
Total finance lease cost 9,906 7,640 27,830 22,315
Total lease cost $ 32,356 $ 28,221  $ 96,211 $ 75,946

@D Includes short-term leases and variable lease costs, which are immaterial.
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Supplemental balance sheet information related to leases was as follows:

As of November 30 As of February 28

(In thousands) Classification 2022 2022
Assets:
Operating lease assets Operating lease assets $ 529,781 § 537,357
Finance lease assets Property and equipment, net 146,826 127,183
Total lease assets $ 676,607 $ 664,540
Liabilities:
Current:
Operating leases Current portion of operating lease liabilities $ 51,215  $ 44,197
Finance leases Accrued expenses and other current liabilities 18,152 10,290
Long-term:
Operating leases Operating lease liabilities, excluding current portion 509,106 523,269
Finance leases Other liabilities 162,264 145,179
Total lease liabilities $ 740,737 $ 722,935

" Finance lease assets are recorded net of accumulated depreciation of $42.4 million as of November 30, 2022 and $30.7 million as of February 28,
2022.

Lease term and discount rate information related to leases was as follows:

As of November 30 As of February 28

Lease Term and Discount Rate 2022 2022
Weighted Average Remaining Lease Term (in years)

Operating leases 16.68 17.31

Finance leases 11.02 12.42
Weighted Average Discount Rate

Operating leases 4.84 % 4.80 %

Finance leases 19.50 % 14.35 %

Supplemental cash flow information related to leases was as follows:
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Nine Months Ended November 30

(In thousands) 2022 2021

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 67,675 $ 51,527
Operating cash flows from finance leases $ 12,747 $ 8,086
Financing cash flows from finance leases $ 10,056 $ 8,822

Lease assets obtained in exchange for lease obligations:

Operating leases $ 29,027 $ 45,491
Finance leases $ 31,344 $ 24,772
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Maturities of lease liabilities were as follows:

As of November 30, 2022

(In thousands) Operating Leases @ Finance Leases ¥
Fiscal 2023, remaining $ 18,699 $ 8,729
Fiscal 2024 76,168 40,620
Fiscal 2025 74,353 37,764
Fiscal 2026 68,771 38,901
Fiscal 2027 62,201 34,811
Thereafter 578,907 219,889
Total lease payments 879,099 380,714

Less: interest (318,778) (200,298)
Present value of lease liabilities $ 560,321 $ 180,416

@ Lease payments exclude $31.3 million of legally binding minimum lease payments for leases signed but not yet commenced.

15. Supplemental Cash Flow Information

Supplemental disclosures of cash flow information:
Nine Months Ended November 30

(In thousands) 2022 2021

Non-cash investing and financing activities:

Increase in accrued capital expenditures $ 3,123  § 9,933

See Note 14 for supplemental cash flow information related to leases.

16. Contingent Liabilities

Litigation. CarMax entities are defendants in a proceeding asserting wage and hour claims with respect to non-exempt CarMax
employees in California. The asserted claims include failure to provide meal periods and rest breaks; pay statutory or contractual wages;
reimburse for work-related expenses; and Private Attorneys General Act (“PAGA”) claims. On July 9, 2021, Daniel Bendure v. CarMax
Auto Superstores California, LLC et al., a putative class action, was filed in the Superior Court of California, County of San Bernardino.
The Bendure lawsuit seeks civil penalties for violation of the Labor Code, attorneys’ fees, costs, restitution of unpaid wages, interest,
injunctive and equitable relief, general damages, and special damages. Bendure subsequently decided not to proceed with an individual
or putative class claim, but rather filed and served a PAGA-only complaint in the Superior Court of California for the County of San
Bernardino on December 7, 2021, based on the same allegations pled in the original complaint. CarMax filed a motion to compel
arbitration. The Court has stayed all discovery until after it rules on CarMax’s motion to compel arbitration.

On June 15, 2022, the United States Supreme Court issued its decision in Viking River Cruises v. Moriana, holding that an individual
who signs an arbitration agreement cannot circumvent that agreement by filing a related PAGA claim in court. The U.S. Supreme Court
further held that, based on California law, an individual who pursues his PAGA claim in arbitration does not have standing to pursue a
representative PAGA claim. However, the U.S. Supreme Court indicated that the issue of whether an individual has standing to pursue a
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representative PAGA claim is a question of state law. The California Supreme Court has agreed to hear a new case, Adolph v. Uber, to
address this issue of state law, which is expected to be decided in 2023.

In light of the Viking River decision, CarMax filed a motion to compel arbitration of the individual Bendure claim and to dismiss
Bendure’s representative PAGA claims. On November 29, 2022, the Court granted the motion to compel arbitration of the Bendure
individual PAGA claims and stayed the motion to dismiss any representative PAGA claims pending the Adolph v. Uber decision.

We are unable to make a reasonable estimate of the amount or range of loss that could result from an unfavorable outcome in this matter.
We are involved in various other legal proceedings in the normal course of business. Based upon our evaluation of information currently

available, we believe that the ultimate resolution of any such proceedings will not have a material adverse effect, either individually or in
the aggregate, on our financial condition, results of operations or cash flows.
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Other Matters. In accordance with the terms of real estate lease agreements, we generally agree to indemnify the lessor from certain
liabilities arising as a result of the use of the leased premises, including environmental liabilities and repairs to leased property upon
termination of the lease. Additionally, in accordance with the terms of agreements entered into for the sale of properties, we generally
agree to indemnify the buyer from certain liabilities and costs arising subsequent to the date of the sale, including environmental liabilities
and liabilities resulting from the breach of representations or warranties made in accordance with the agreements. We do not have any
known material environmental commitments, contingencies or other indemnification issues arising from these arrangements.

As part of our customer service strategy, we guarantee the used vehicles we retail with a 90-day/4,000 mile limited warranty. A vehicle
in need of repair within this period will be repaired free of charge. As a result, each vehicle sold has an implied liability associated
with it. Accordingly, based on historical trends, we record a provision for estimated future repairs during the guarantee period for each
vehicle sold. The liability for this guarantee was $26.0 million as of November 30, 2022, and $18.5 million as of February 28, 2022, and
is included in accrued expenses and other current liabilities.

17. Segment Information

We operate in two reportable segments: CarMax Sales Operations and CAF. Our CarMax Sales Operations segment consists of all aspects
of our auto merchandising and service operations, excluding financing provided by CAF. Our CAF segment consists solely of our own
finance operation that provides financing to customers buying retail vehicles from CarMax.

We also have a non-reportable operating segment related to our recently acquired Edmunds business, which is reflected as “Other” in
the segment tables below. Revenue generated by Edmunds primarily represents advertising and subscription revenues as discussed in
Note 3. Edmunds also generates intersegment revenue as a result of transactions between Edmunds and CarMax Sales Operations, which

represent arm’s length transactions at prevailing market prices. Such amounts are eliminated in consolidation.

The performance of our CarMax Sales Operations segment is reviewed by our chief operating decision maker at the gross profit level,
the components of which are presented in the tables below. Required segment information related to our CAF segment is presented in
Note 4. Additionally, asset information by segment is not utilized for purposes of assessing performance or allocating resources and, as a

result, such information has not been presented.

Page 29

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

Segment Information

Three Months Ended November 30, 2022
CarMax Sales
(In thousands) Operations Other Eliminations Total
Sales and operating revenues $ 6,472,702 $ 33,254 § — 3 6,505,956
Intersegment sales and operating revenues — 5,549 (5,549) —
Total sales and operating revenues $ 6,472,702 $ 38,803 $ (5,549)$ 6,505,956
Depreciation and amortization ¥ $ 404 $ 3,735 $ — 3 4,139
Gross profit $ 554,057 $ 23,780 $ (1,149) $ 576,688
Reconciliation to Consolidated Earnings Before Taxes:
CAF Income 152,196
Selling, general and administrative expenses (591,727)
Depreciation and amortization (57,377)
Interest expense (30,150)
Other income (expense) 363
Earnings before income taxes $ 49,993
Nine Months Ended November 30, 2022
CarMax Sales
(In thousands) Operations Other Eliminations Total
Sales and operating revenues $ 23,860,462 101,918 $— 23,962,380
Intersegment sales and operating revenues — 20,219 (20,219) —
Total sales and operating revenues $ 23,860,462 122,837 (20,2419) 23,962,380
Depreciation and amortization $ 1,892 10,599 $— 11,291
Gross profit $ 2,115,631 77,869 (4,%76) 2,189,224
Reconciliation to Consolidated Earnings Before Taxes:
CAF Income 539,538
Selling, general and administrative expenses (1,914,508)
Depreciation and amortization (170,717)
Interest expense (91,670)
Other income (expense) 2,303
Earnings before income taxes $ 554,170

) Represents only the portion of depreciation and amortization recorded within Cost of sales, and thus included in the calculation of Gross profit.

@ Exclusive of depreciation and amortization recorded within Cost of sales.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is provided as a
supplement to, and should be read in conjunction with, our audited consolidated financial statements, the accompanying notes and the
MD&A included in our Annual Report on Form 10-K for the fiscal year ended February 28, 2022 (“fiscal 2022”), as well as our unaudited
interim consolidated financial statements and the accompanying notes included in Item 1 of this Form 10-Q. Note references are to the
notes to unaudited interim consolidated financial statements included in Item 1. All references to net earnings per share are to diluted
net earnings per share. Certain prior year amounts have been reclassified to conform to the current year’s presentation. Amounts and
percentages may not total due to rounding.

OVERVIEW

CarMax is the nation’s largest retailer of used vehicles. We operate in two reportable segments: CarMax Sales Operations and CarMax
Auto Finance (“CAF”). Our CarMax Sales Operations segment consists of all aspects of our auto merchandising and service operations,
excluding financing provided by CAF. Our CAF segment consists solely of our own finance operation that provides financing to
customers buying retail vehicles from CarMax. Our consolidated financial statements include the financial results related to our Edmunds
Holding Company (“Edmunds”) business, which does not meet the definition of a reportable segment. For purposes of our MD&A
discussion, amounts related to that business are discussed in combination with our CarMax Sales Operations segment. Separate discussion
of these amounts is not considered meaningful for the purpose of gaining an understanding of our business, as the significant drivers of
these operations in total are consistent with those of our CarMax Sales Operations segment. Where appropriate, specific amounts related
to non-reportable segments have been disclosed for informational purposes.

CarMax Sales Operations
Our sales operations segment consists of retail sales of used vehicles and related products and services, such as wholesale vehicle sales;

the sale of extended protection plan (“EPP”) products, which include extended service plans (“ESPs”) and guaranteed asset protection
(“GAP”); and vehicle repair service. We offer competitive, no-haggle prices; a broad selection of CarMax Quality Certified used vehicles;
value-added EPP products; and superior customer service. Our omni-channel platform, which gives us the largest addressable market in
the used car industry, empowers our retail customers to buy a car on their terms — online, in-store or an integrated combination of both.

Our customers finance the majority of the retail vehicles purchased from us, and availability of on-the-spot financing is a critical
component of the sales process. We provide financing to qualified retail customers through CAF and our arrangements with industry-
leading third-party finance providers. All of the finance offers, whether by CAF or our third-party providers, are backed by a 3-day
payoff option.

As of November 30, 2022, we operated 235 used car stores in 108 U.S. television markets. As of that date, wholesale auctions previously
held at many of our used car stores were being conducted virtually.

CarMax Auto Finance

In addition to third-party finance providers, we provide vehicle financing through CAF, which offers financing solely to customers buying
retail vehicles from CarMax. CAF allows us to manage our reliance on third-party finance providers and to leverage knowledge of our
business to provide qualifying customers a competitive financing option. As a result, we believe CAF enables us to capture additional
profits, cash flows and sales. CAF income primarily reflects the interest and fee income generated by the auto loans receivable less the
interest expense associated with the debt issued to fund these receivables, a provision for estimated loan losses and direct expenses. CAF
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income does not include any allocation of indirect costs. After the effect of 3-day payoffs and vehicle returns, CAF financed 41.4% of our
retail used vehicle unit sales in the first nine months of fiscal 2023. As of November 30, 2022, CAF serviced approximately 1.1 million

customer accounts in its $16.65 billion portfolio of managed receivables.

Management regularly analyzes CAF’s operating results by assessing the competitiveness of our consumer offer, profitability, the
performance of the auto loans receivable, including trends in credit losses and delinquencies, and CAF direct expenses.
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Revenues and Profitability
The sources of revenue and gross profit from the CarMax Sales Operations segment and other non-reportable segments for the first nine

months of fiscal 2023 are as follows:

Net Sales and Gross Profit
Operating Revenues

B Used
[ Wholesale
Other

A high-level summary of our financial results for the third quarter and first nine months of fiscal 2023 as compared to the third quarter
and first nine months of fiscal 2022 is as follows
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Change from

Change from Nine

Three Months Three Months Nine Months Months Ended
Ended November Ended November Ended November November 30,

(Dollars in millions except per share or per unit data) 30, 2022 30,2021 30, 2022 2021
Income statement information

Net sales and operating revenues $ 6,506.0 23.1% $ 23,962.4 (1.0)%

Gross profit $ 576.7 GB1.D% $ 2,189.2 (15.0)%

CAF income $ 152.2 8.3)% $ 539.5 (11.2)%

Selling, general and administrative expenses ~ $ 591.7 27% $ 1,914.5 123 %

Net earnings $ 37.6 86.)% $ 415.8 (58.1)%
Unit sales information

Used unit sales 180,050 (20.8)% 637,939 (12.6)%

Change in used unit sales in comparable stores 22.4)% N/A (14.3)% N/A

Wholesale unit sales 118,757 (36.7)% 464,741 (16.6)%
Per unit information

Used gross profit per unit $ 2,237 0.1% $ 2,291 3.8%

Wholesale gross profit per unit $ 966 (14.6)% 962 (8.71)%

SG&A as a % of gross profit 102.6 % 33.8% 87.5 % 21.4 %
Per share information

Net earnings per diluted share $ 0.24 (85.3)% $ 2.60 (56.6)%
Online sales metrics

Online retail sales @ 12 % 3% 11 % 2%

Omni sales ¥ 52 % 5)% 53 % 3)%

Revenue from online transactions ¥ 28 % 2)% 30 % 3%

@ Where applicable, amounts are net of intercompany eliminations.

@ An online retail sale is defined as a sale where the customer completes all four of the following activities remotely. reserving the vehicle; financing

the vehicle, if needed, trading-in or opting out of a trade-in; and creating an online sales order.
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@) An omni sale is defined as a sale where customers complete at least one of the four activities listed above online.
@ Revenue firom online transactions is defined as revenue from retail sales that qualify as an online retail sale, as well as any related EPP and third-

party finance contribution, wholesale sales where the winning bid was taken from an online bid and all revenue earned by Edmunds.

Refer to “Results of Operations” for further details on our revenues and profitability.

Liquidity

Our primary ongoing sources of liquidity include funds provided by operations, proceeds from non-recourse funding vehicles, and
borrowings under our revolving credit facility or through other financing sources. In addition to funding our operations, this liquidity
was used to fund the repurchase of common stock under our share repurchase program, our store growth and the Edmunds acquisition,
which was completed during the second quarter of fiscal 2022.

Our current capital allocation strategy is to focus on our core business. Given our recent performance and continued market uncertainties,
we are taking a conservative approach to our capital structure in order to maintain the flexibility that allows us to efficiently access the
capital markets for both CAF and CarMax as a whole. We have taken steps to better align our expenses to sales, as well as paused our
share repurchases and slowed the rate of our store growth and capital expenditures. We believe we have the appropriate liquidity, access
to capital and financial strength to support our operations and continue investing in our strategic initiatives for the foreseeable future.

Strategic Update and Future Outlook
Our omni-channel experience provides a common platform across all of CarMax that leverages our scale, nationwide footprint and

infrastructure and empowers our customers to buy a vehicle on their terms. Customers are seeking personalization, convenience and
safety in how they shop for and buy a vehicle more than ever. Our omni-channel platform empowers customers to buy a car on their own
terms, whether completely from home, in-store or through an integrated combination of online and in-store experiences. Our diversified
business model, combined with our omni-channel experience, is a unique advantage in the used car industry that firmly positions us to
continue growing our market share while creating shareholder value over the long-term.

During the first quarter of fiscal 2023, we enabled online self-progression for all of our retail customers. All customers are now eligible
to complete an online retail sale independently if they choose. In the third quarter of fiscal 2023, online retail sales accounted for 12%
of retail unit sales, up from 11% in the previous quarter and 9% in the prior year quarter. Omni sales represented approximately 52%
of retail sales, down slightly from the previous quarter as well as the prior year quarter. Online, omni and in-person sales can vary from
quarter to quarter depending on consumer preferences and how they choose to interact with us. While we expect our online and omni
sales to grow over time, our goal is to provide the best experience whether in-store, online or a combination of the two.

Revenue from online transactions was $1.8 billion, or approximately 28% of net revenues in the third quarter of fiscal 2023, down from
30% in the previous quarter as well as the prior year quarter.

We purchased approximately 238,000 vehicles from consumers and dealers during the third quarter of fiscal 2023, down 40% from
the prior year quarter and up approximately 19% from the third quarter of fiscal 2021. Approximately 14,000 vehicles were purchased
through MaxOffer, our digital appraisal product for dealers, down 32% from the prior quarter but up 16% from the prior year quarter.
We leverage the Edmunds sales team to open new markets and sign up new dealers for MaxOffer. For the third quarter of fiscal 2023,
our self-sufficiency rate remained above 70%. The success of our online instant appraisal offer continues to strengthen our leadership
position as the largest used vehicle buyer from consumers.

Our investments in the near term will focus on initiatives that unlock operational efficiencies and create better experiences for our

associates and customers. Examples of these initiatives include:
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*  Making it simple for customers to choose the express pick-up option through self-progression, which provides customers the
ability to complete their transaction at one of our stores in as little as 30 minutes.

*  Enhancing online features to help customers feel more confident in completing key transaction steps on their own and to make
it easier to go back and forth between assisted help and self-progression.

» Integrating our finance-based shopping capability into our stores and CECs so that all consumers can utilize this product, as well
as adding additional third-party finance providers to the finance-based shopping platform.
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While we have slowed the pace of these investments, we continue to selectively invest in initiatives that have the potential to activate
new capabilities while lowering our costs, including the following:

+ Leveraging technology to enhance our transportation logistics capabilities, which will enable us to consolidate loads, increase
our mix of full loads and reduce the truck volume in and out of our stores.

+  Upgrading our auction experience by deploying a modernized vehicle detail page that is mobile friendly and efficiently displays
the most relevant information dealers need to preview our wholesale inventory, similar to how customers shop our retail
inventory.

+  Updating the MaxOffer product to provide a fully digital, instant offer experience to dealers.

We are also focused on ensuring we are efficient in our spend, actively taking steps to further align our expenses to our sales levels. This
included reducing staffing in our stores and CECs through attrition, limiting hiring and contractor utilization in our corporate offices and
better aligning marketing spend to sales. Other steps we have taken to support our business for both the short- and long-term include
slowing buys in light of steep market depreciation, reducing total inventory while maintaining saleable inventory levels, raising CAF's
consumer rates, slowing our planned store growth and pausing share repurchases to provide more capital flexibility.

As aresult of these actions, we expect SG&A expenses in the fourth quarter of fiscal 2023 to decrease from the prior year quarter. While
SG&A as a percent of gross profit can fluctuate from quarter to quarter depending on variability in gross profit, our first step on the way
to strengthening our SG&A to gross profit leverage over time is to achieve a rate in the mid-70% range on an annual basis. Achieving
this will require both efficiency gains in our operating model and gross profit growth.

We expect our diversified model, the scale of our operations, our investments and omni-channel strategy to provide a solid foundation for
further growth. As a result, we have set the following long-term targets, which were disclosed in our Annual Report on Form 10-K for
fiscal 2022:

*  Sell between 2 million and 2.4 million vehicles through our combined retail and wholesale channels by fiscal 2026.
*  Generate between $33 billion and $45 billion in revenue by fiscal 2026.
*  Grow our nationwide share of the age 0- to 10 used vehicle market to more than 5% by the end of calendar 2025.

These ranges include our assessment of macroeconomic factors that could result in ongoing volatility in consumer demand.

In calendar 2021, we estimate we sold approximately 4.0% of the age 0- to 10-year old vehicles sold on a nationwide basis, an increase
from 3.5% in calendar 2020. We estimate we sold approximately 4.9% of the age 0- to 10-year old vehicles sold in the current comparable
store markets in which we operate in calendar 2021, an increase from 4.3% in 2020. Based on external data, we gained market share on
a year-to-date basis through October, with some recent loss of market share, as we saw competitors lower prices and margins to move
inventory. We believe these are transitory competitive responses to the current environment. We believe we are well positioned to deliver
profitable market share gains in any environment. Our strategy to increase our market share includes focusing on:

*  Delivering a customer-driven, omni-channel buying and selling experience that is a unique and powerful integration of our in-
store and online capabilities.

*  Opening stores in new markets and expanding our presence in existing markets.

*  Hiring, developing and retaining an engaged and skilled workforce.

* Improving efficiency in our stores and CECs and our logistics operations to reduce waste.

* Leveraging data and advanced analytics to continuously improve the customer experience as well as our processes and
systems.
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»  Utilizing advertising to drive customer growth, educate customers about our omni-channel platform and to differentiate and

elevate our brand.

As of November 30, 2022, we had used car stores located in 108 U.S. television markets, which covered approximately 86% of the U.S.
population. The format and operating models utilized in our stores are continuously evaluated and may change or evolve over time based
upon market and consumer expectations. During the first nine months of fiscal 2023, we opened five stores, and during the remainder of

the fiscal year we plan to open an additional five stores.
While we execute both our short- and long-term strategy, there are trends and factors that could impact our strategic approach or our

results in the short and medium term. For additional information about risks and uncertainties facing our company, see “Risk Factors,”
included in Part I. Item 1A of the Annual Report on Form 10-K for the fiscal year ended February 28, 2022.
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CRITICAL ACCOUNTING ESTIMATES

For information on critical accounting policies, see "Critical Accounting Estimates" in the MD&A included in Item 7 of the Annual
Report on Form 10-K for the fiscal year ended February 28, 2022.

RESULTS OF OPERATIONS — CARMAX SALES OPERATIONS AND OTHER NON-REPORTABLE SEGMENTS

NET SALES AND OPERATING REVENUES

Three Months Ended November 30

Nine Months Ended November 30

(In millions) 2022 2021 Change 2022 2021 Change
Used vehicle sales $ 52046 $§ 6,435.6 (19.D)% $ 18,503.2 $§ 18,697.3 (1.0)%
Wholesale vehicle sales 1,152.2 1,922.3 (40.1)% 4,959.1 4,998.2 (0.8)%
Other sales and revenues:
Extended protection plan revenues 91.8 106.6 (13.9)% 318.1 353.8 (10.1)%
Third-party finance income/(fees), net 1.0 1.6 (38.2)% 71 (0.3) 2,825.4 %
Advertising & subscription revenues 333 333 (0.2)% 101.9 67.9 50.2 %
Other 23.1 28.4 (18.6)% 73.1 96.8 (24.4)%
Total other sales and revenues 149.2 169.9 (12.2)% 500.2 518.2 (3.59%
Total net sales and operating revenues $ 650060 $ 8,527.8 23.7)% $ 23,9624 § 242137 (1.0)%

@ Excludes intersegment sales and operating revenues that have been eliminated in consolidation. See Note 17 for further details.

UNIT SALES

Three Months Ended November 30

Nine Months Ended November 30

2022 2021 Change 2022 2021 Change
Used vehicles 180,050 227,424 (20.8)% 637,939 730,020 (12.6)%
Wholesale vehicles 118,757 187,630 36.7)% 464,741 557,117 (16.6)%

AVERAGE SELLING PRICES

Three Months Ended November 30

Nine Months Ended November 30

2022 2021 Change 2022 2021 Change
Used vehicles $ 28,530 § 27,995 19% $ 28,692 § 25,380 13.0 %
Wholesale vehicles $ 9,294 §$ 9,890 6.00% $ 10,280 $ 8,634 19.1 %

COMPARABLE STORE USED VEHICLE SALES CHANGES
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Three Months Ended November 30 Nine Months Ended November 30 ¥
2022 2021 2022 2021
Used vehicle units 22.4)% 15.8% (14.3)% 32.5%
Used vehicle revenues (21.0)% 51.4 % (3.2)% 63.4 %

@) Stores are added to the comparable store base beginning in their fourteenth full month of operation. We do not remove renovated stores fiom

our comparable store base. Comparable store calculations include results for a set of stores that were included in our comparable store base in

both the current and corresponding prior year periods.
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VEHICLE SALES CHANGES

Three Months Ended November 30 Nine Months Ended November 30
2022 2021 2022 2021
Used vehicle units (20.8)% 16.9 % (12.6)% 33.5%
Used vehicle revenues (19.1)% 52.9% (1.0)% 64.2 %
Wholesale vehicle units (36.7)% 48.5 % (16.6)% 72.7 %
Wholesale vehicle revenues (40.1)% 132.1 % (0.8)% 151.1 %

USED VEHICLE FINANCING PENETRATION BY CHANNEL (BEFORE THE IMPACT OF 3-DAY PAYOFFS)

Three Months Ended November 30 ) Nine Months Ended November 30
2022 2021 2022 2021
CAF®@ 473 % 46.1 % 44.9 % 46.6 %
Tier 2@ 20.5 % 22.2 % 22.6 % 22.2 %
Tier 3% 6.1 % 6.5% 6.4 % 8.0%
Other @ 26.1 % 252 % 26.1 % 232 %
Total 100.0 % 100.0 % 100.0 % 100.0 %

@ Calculated as used vehicle units financed for respective channel as a percentage of total used units sold.

@ Includes CAF's Tier 2 and Tier 3 loan originations, which represent approximately 1% of total used units sold.
@) Third-party finance providers who generally pay us a fee or to whom no fee is paid.

@ Third-party finance providers to whom we pay a fee.

() Represents customers arranging their own financing and customers that do not require financing.

CHANGE IN USED CAR STORE BASE

Three Months Ended November 30 Nine Months Ended November 30
2022 2021 2022 2021
Used car stores, beginning of period 234 225 230 220
Store openings 1 1 5 6
Used car stores, end of period 235 226 235 226

During the first nine months of fiscal 2023, we opened five stores, including our entry into the New York metro market (Edison, NJ;
Stockton, CA; Wayne, NJ; East Meadow, NY; and Oceanside, CA).

Used Vehicle Sales. The 19.1% decrease in used vehicle revenues in the third quarter of fiscal 2023 was primarily driven by a 20.8%
decrease in used unit sales, partially offset by a 1.9% increase in average retail selling price. The decrease in used units included a 22.4%
decrease in comparable store used unit sales. For the first nine months of fiscal 2023, used vehicle revenues decreased 1.0%, driven by
a 12.6% decrease in used unit sales, partially offset by a 13.0% increase in average selling price. The decrease in used units included a
14.3% decrease in comparable store used unit sales. Online retail sales, as defined previously, accounted for 12% and 11% of used unit
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sales for the third quarter and first nine months of fiscal 2023, respectively, compared with 9% for both the third quarter and first nine
months of fiscal 2022.

During the third quarter and first nine months of fiscal 2023, we believe a number of macroeconomic factors impacted our used unit
sales performance, including challenges to vehicle affordability that stem from broad inflation, rising interest rates and low consumer
confidence. We believe our performance was also impacted by transitory competitive responses to the current environment as we saw
competitors lower prices and margins to move inventory. Comparable store used unit sales declined sequentially during the quarter and
December results were relatively consistent with the third quarter.

The increase in average retail selling price in both the third quarter and first nine months of fiscal 2023 reflected higher vehicle acquisition

costs. This was partially offset by shifts in the mix of our sales by vehicle age during the third quarter. We expect average retail selling
price to decrease in the fourth quarter of fiscal 2023.
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Wholesale Vehicle Sales. Vehicles sold at our wholesale auctions are, on average, approximately 10 years old with more than 100,000
miles and are primarily comprised of vehicles purchased through our appraisal process that do not meet our retail standards. Our
wholesale auction prices usually reflect trends in the general wholesale market for the types of vehicles we sell, although they can also be
affected by changes in vehicle mix or the average age, mileage or condition of the vehicles being sold. During fiscal 2021, our wholesale
auctions were moved to an online format and continue to operate completely online.

The 40.1% decrease in wholesale vehicle revenues in the third quarter of fiscal 2023 was primarily due to a 36.7% decrease in unit
sales and a 6.0% decrease in average selling price. For the first nine months of fiscal 2023, wholesale vehicle revenues decreased 0.8%,
driven by a 16.6% decrease in unit sales, partially offset by a 19.1% increase in average selling price. Wholesale volume was negatively
impacted by our decision to shift some units from wholesale to retail to meet consumer demand for lower priced vehicles. Wholesale
performance was also negatively impacted by rapidly changing market conditions, including depreciation of approximately $2,000 during
the third quarter, which was incremental to depreciation of approximately $2,500 during the second quarter.

The decrease in average selling price during the third quarter of fiscal 2023 represents steep depreciation resulting from rapidly changing
market conditions. The net increase in average selling price in the first nine months of fiscal 2023 was primarily due to increased
acquisition costs resulting from strong industry valuations in the beginning of fiscal 2023, which continued from the prior fiscal year,
offsetting recent depreciation.

Other Sales and Revenues. Other sales and revenues include revenue from the sale of ESPs and GAP (collectively reported in EPP
revenues, net of a reserve for estimated contract cancellations), net third-party finance income/(fees), advertising and subscription
revenues earned by our Edmunds business, and other revenues, which are predominantly comprised of service department sales. The fees
we pay to the Tier 3 providers are reflected as an offset to finance fee revenues received from the Tier 2 providers. The mix of our retail
vehicles financed by CAF, Tier 2 and Tier 3 providers, or customers that arrange their own financing, may vary from quarter to quarter
depending on several factors, including the credit quality of applicants, changes in providers’ credit decisioning and external market
conditions. Changes in originations by one tier of credit providers may also affect the originations made by providers in other tiers.

Other sales and revenues decreased 12.2% in the third quarter of fiscal 2023, reflecting the decline in EPP revenues. EPP revenues
decreased 13.9%, largely reflecting the combined effects of the decline in our retail unit sales, increased margins, a favorable year-over-
year return reserve adjustment and stable penetration.

Other sales and revenues decreased 3.5% in the first nine months of fiscal 2023, reflecting the decrease in EPP revenue and a decline
in new vehicle sales, partially offset by the addition of Edmunds' revenue and an improvement in net third-party finance income. EPP
revenues decreased 10.1%, reflecting the combined effects of the decline in our retail unit volume, stable penetration and increased
margins. The decline in new car sales was driven by the divestiture of our remaining new car franchise in the third quarter of fiscal 2022.
Net third-party finance income improved as a result of lower Tier 3 originations.

Seasonality. Historically, our business has been seasonal. Our stores typically experience their strongest traffic and sales in the spring
and summer, with an increase in traffic and sales in February and March, coinciding with federal income tax refund season. Sales are

typically slowest in the fall.

GROSS PROFIT
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Three Months Ended November 30 (¥ Nine Months Ended November 30

(In millions) 2022 2021 Change 2022 2021 Change

Used vehicle gross profit $ 402.8 $ 508.4 (20.8)% $ 1,461.3 § 1,611.9 (9.3)%
Wholesale vehicle gross profit 114.7 212.2 (46.0)% 447.0 587.0 (23.9)%
Other gross profit 59.2 116.0 (49.0)% 280.9 377.7 (25.6)%
Total $ 576.7 $ 836.6 GB1.D% $ 2,189.2 S 2,576.6 (15.00%

@ Amounts are net of intercompany eliminations.
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GROSS PROFIT PER UNIT

Three Months Ended November 30 Nine Months Ended November 30
2022 2021 2022 2021
$ per unit® % § per unit® %% $ per unit?® %% $ per unit?® %
Used vehicle gross profit $ 2,237 77 $ 2,235 79 $ 2,291 79 $ 2,208 8.6
Wholesale vehicle gross profit ~ $ 966 10.0 $ 1,131 11.0 $ 962 2.0 § 1,054 11.7
Other gross profit $ 329 39.7 $ 510 683 $ 440 56.2 § 517 72.9

@ Amounts are net of intercompany eliminations. Those eliminations had the effect of increasing used vehicle gross profit per unit and wholesale
vehicle gross profit per unit and decreasing other gross profit per unit by immaterial amounts.
@ Calculated as category gross profit divided by its respective units sold, except the other category, which is divided by total used units sold.

@) Calculated as a percentage of its respective sales or revenue.

Used Vehicle Gross Profit. We target a dollar range of gross profit per used unit sold. The gross profit dollar target for an individual
vehicle is based on a variety of factors, including its probability of sale and its mileage relative to its age; however, it is not primarily
based on the vehicle’s selling price. Our ability to quickly adjust appraisal offers to be consistent with the broader market trade-in trends
and the pace of our inventory turns reduce our exposure to the inherent continual fluctuation in used vehicle values and contribute to our
ability to manage gross profit dollars per unit. Gross profit per used unit is consistent across our omni-channel platform.

We systematically adjust individual vehicle prices based on proprietary pricing algorithms in order to appropriately balance sales
trends, inventory turns and gross profit achievement. Other factors that may influence gross profit include the wholesale and retail
vehicle pricing environments, vehicle reconditioning and logistics costs, and the percentage of vehicles sourced directly from consumers
through our appraisal process. Vehicles purchased directly from consumers generally have a lower cost per unit compared with vehicles
purchased at auction or through other channels, which may generate more gross profit per unit. In any given period, our gross profit may
also be impacted by the age mix of vehicles sold, as older vehicles are generally more profitable. We monitor macroeconomic factors and
pricing elasticity and adjust our pricing accordingly to optimize unit sales and profitability while also maintaining a competitively priced

inventory.

Used vehicle gross profit decreased 20.8% in the third quarter of fiscal 2023, driven by the 20.8% decrease in total used unit sales, while
used vehicle gross profit per unit remained consistent with the prior year quarter. Used vehicle gross profit decreased 9.3% in the first
nine months of fiscal 2023, driven by the 12.6% decrease in total used unit sales, partially offset by the $83 increase in used vehicle gross
profit per unit. We continue to focus on striking the right balance between covering cost increases, maintaining margin and passing along

efficiencies to consumers to support vehicle affordability.

Wholesale Vehicle Gross Profit. Our wholesale gross profit per unit reflects the demand for older, higher mileage vehicles, which are
the mainstay of our auctions, as well as strong dealer attendance and resulting high dealer-to-car ratios at our auctions. The frequency
of our auctions, which are generally held weekly or bi-weekly, minimizes the depreciation risk on these vehicles. Our ability to adjust
appraisal offers in response to the wholesale pricing environment is a key factor that influences wholesale gross profit.

Wholesale vehicle gross profit decreased 46.0% in the third quarter of fiscal 2023, primarily driven by the 36.7% decrease in wholesale
unit sales as well as the $165 decrease in wholesale vehicle gross profit per unit. Wholesale vehicle gross profit decreased 23.9% in the
first nine months of fiscal 2023, primarily driven by the 16.6% decrease in wholesale unit sales as well as the $92 decrease in wholesale
vehicle gross profit per unit. Our decision to source a higher mix of older vehicles for retail sale also impacted wholesale vehicle gross
profit per unit. When those vehicles cannot be reconditioned to our standards for consumer sales, we shift them to wholesale, which often
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sell at lower margins. Wholesale gross profit per unit was also impacted by steep market depreciation, which began in the prior quarter
and continued through the third quarter.

Other Gross Profit. Other gross profit includes profits related to EPP revenues, net third-party finance income/(fees), advertising and
subscription profits earned by our Edmunds business, and other revenues. Other revenues are predominantly comprised of service
department operations, including used vehicle reconditioning. We have no cost of sales related to EPP revenues or net third-party finance
income/(fees), as these represent revenues paid to us by certain third-party providers. Third-party finance income is reported net of the
fees we pay to third-party Tier 3 finance providers. Accordingly, changes in the relative mix of the components of other gross profit can

affect the composition and amount of other gross profit.
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Other gross profit decreased 49.0% in the third quarter of fiscal 2023, primarily driven by a $37.3 million decline in service department
margins as well as a decrease in EPP revenues, as discussed above. The decline in service department profits was driven by deleverage
resulting from lower retail unit sales as well as our decision to maintain technician staffing.

Other gross profit decreased 25.6% in the first nine months of fiscal 2023, primarily driven by an $80.7 million decline in service
department margins as well as a decrease in EPP revenues, as discussed above, partially offset by the inclusion of nine months of
Edmunds' margin in fiscal 2023 compared with six months of Edmunds' margin in fiscal 2022. The decline in service department profits
was driven by deleverage resulting from lower retail unit sales, inflationary pressure and our decision to maintain technician staffing.

SG&A Expenses
COMPONENTS OF SG&A EXPENSES AS A PERCENTAGE OF TOTAL SG&A EXPENSES

Three Months Ended November 30, 2022 Nine Months Ended November 30, 2022

Total comp and benefits
Store occupancy costs
Advertising expense
Other overhead costs

COMPONENTS OF SG&A EXPENSES COMPARED WITH PRIOR PERIOD

Three Months Ended November 30 Nine Months Ended November 30

(In millions except per unit data) 2022 2021 Change 2022 2021 Change
Compensation and benefits:

Compensation and benefits, excluding

share-based compensation expense ~ $ 3062 S 308.3 0.7% $ 9852 $ 891.8 10.5 %

Share-based compensation expense 17.2 333 (48.4)% 64.0 100.5 (36.3)%
Total compensation and benefits @ $ 3234 S 341.6 53)% $ 1,049.2 § 992.3 5.7 %
Occupancy costs 70.1 59.3 18.2 % 204.8 165.0 242 %
Advertising expense 58.7 76.1 (22.9Y% 230.5 233.6 (1.3)%
Other overhead costs ¥ 139.5 98.9 41.0 % 430.0 3134 372 %
Total SG&A expenses $ 591.7 $ 575.9 27% $ 1,9145 $ 1,704.3 12.3 %
SG&A as % of gross profit 102.6 % 68.8 % 33.8% 87.5% 66.1 % 21.4 %

@ Amounts are net of intercompany eliminations.
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@ Excludes compensation and benefits related to reconditioning and vehicle repair service, which are included in cost of sales. See Note 11 for details
of share-based compensation expense by grant type.
4 Includes IT expenses, non-CAF bad debt, preopening and relocation costs, insurance, charitable contributions, travel and other administrative

expenses.

SG&A expenses increased 2.7% in the third quarter of fiscal 2023. Factors contributing to the net increase include the following:
*  $40.6 million increase in other overhead costs, which included a $22.6 million one-time benefit in the prior year quarter related
to the receipt of settlement proceeds in a class action lawsuit. The remaining increase was driven by investments to advance our
technology platforms and support our strategic and growth initiatives.
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*  $10.8 million increase in store occupancy costs driven by the 4.4% increase in our store base since the beginning of last year's
third quarter as well as other growth- and capacity-related costs.

*  $17.4 million decrease in advertising expense driven by our deliberate efforts to reduce marketing spend to align with sales.

e $16.1 million decrease in stock-based compensation expense, primarily related to cash-settled restricted stock units, as the
expense associated with these units was primarily driven by the change in the company's stock price during the relevant periods.

Adjusting for the settlement proceeds of $22.6 million received in the prior year quarter, as discussed above, SG&A expenses would have
declined 1.1% versus the prior year quarter. Similarly, we expect SG&A expenses in the fourth quarter of fiscal 2023 to decrease from
the prior year quarter.

SG&A expenses increased 12.3% in the first nine months of fiscal 2023. Factors contributing to the net increase include the following:

*  $116.6 million increase in other overhead costs, driven by investments to advance our technology platforms and support our
strategic and growth initiatives. The increase also included a $22.6 million one-time benefit in the prior year related to the
receipt of settlement proceeds in a class action lawsuit. Other overhead costs were also negatively impacted by a year-over-year
increase in non-CAF uncollectible receivables. This increase reflects several factors including, but not limited to, ongoing DMV
processing delays, costs associated with our Love Your Car Guarantee program and field execution opportunities stemming from
the dynamic operating environment.

*  $93.4 million increase in compensation and benefits expense, excluding share-based compensation expense, driven by increased
staffing and wage pressures as well as the inclusion of Edmunds for nine months in the current year compared to six months in
the prior year, partially offset by a $14.4 million decrease in bonus compensation expense.

*  $39.8 million increase in store occupancy costs driven by the 6.8% increase in our store base since the beginning of the last
fiscal year as well as other growth- and capacity-related costs.

e $36.5 million decrease in stock-based compensation expense, primarily related to cash-settled restricted stock units, as the
expense associated with these units was primarily driven by the change in the company's stock price during the relevant periods.

Interest Expense. Interest expense includes the interest related to short- and long-term debt, financing obligations and finance lease
obligations. It does not include interest on the non-recourse notes payable, which is reflected within CAF income.

Interest expense increased to $30.2 million and $91.7 million in the third quarter and first nine months of fiscal 2023, respectively,
compared with $24.3 million and $67.2 million in the third quarter and first nine months of fiscal 2022, respectively. The increase for
the quarter primarily reflected higher interest rates. The increase for the nine month period primarily reflected higher outstanding debt
balances in the current fiscal year, including the $700 million term loan issued in October 2021, as well as higher interest rates.

Other Income. Other income was $0.4 million and $2.3 million in the third quarter and first nine months of fiscal 2023, respectively,
compared with $8.1 million and $35.5 million in the third quarter and first nine months of fiscal 2022, respectively. The decrease for the
quarter was primarily due to a gain recorded from the sale of our last new car franchise during the prior year quarter. The decrease for the
nine month period was primarily due to net gains on an equity investment recorded during fiscal 2022.

Income Taxes. The effective income tax rate was 24.8% in the third quarter of fiscal 2023 and 25.0% in the first nine months of fiscal
2023 versus 24.3% in the third quarter of fiscal 2022 and 23.2% in the first nine months of fiscal 2022. The increase in the effective
income tax rate for the nine month period was primarily driven by the difference in excess tax benefit related to settlements of share-based
awards.

RESULTS OF OPERATIONS — CARMAX AUTO FINANCE
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CAF income primarily reflects interest and fee income generated by CAF’s portfolio of auto loans receivable less the interest expense
associated with the debt issued to fund these receivables, a provision for estimated loan losses and direct CAF expenses. Total interest
margin reflects the spread between interest and fees charged to consumers and our funding costs. Changes in the interest margin on new
originations affect CAF income over time. Increases in interest rates, which affect CAF’s funding costs, or other competitive pressures
on consumer rates, could result in compression in the interest margin on new originations. Changes in the allowance for loan losses as a
percentage of ending managed receivables reflect the effect of changes in loss and delinquency experience and economic factors on our
outlook for net losses expected to occur over the remaining contractual life of the loans receivable.
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CAF’s managed portfolio is composed primarily of loans originated over the past several years. Trends in receivable growth and interest
margins primarily reflect the cumulative effect of changes in the business over a multi-year period. Historically, we have sought to
originate loans in our core portfolio, which excludes Tier 2 and Tier 3 origination, with an underlying risk profile that we believe will,
in the aggregate result in cumulative net losses in the 2% to 2.5% range (excluding CECL-required recovery costs) over the life of the
loans. Actual loss performance of the loans may fall outside of this range based on various factors, including intentional changes in
the risk profile of originations, economic conditions (including the effects of COVID-19) and wholesale recovery rates. Current period
originations reflect current trends in both our retail sales and the CAF business, including the volume of loans originated, current interest
rates charged to consumers, loan terms and average credit scores. Loans originated in a given fiscal period impact CAF income over
time, as we recognize income over the life of the underlying auto loan.

CAF also originates a small portion of auto loans to customers who typically would be financed by our Tier 3 finance providers, in order
to better understand the performance of these loans, mitigate risk and add incremental profits. Historically, CAF targeted originating
approximately 5% of the total Tier 3 loan volume. During the first quarter of fiscal 2022, we increased our Tier 3 loan volume beyond
our target of 5% of total Tier 3 loan volume to 10% by the end of the first quarter of fiscal 2022. Additionally, in the second quarter of
fiscal 2022, CAF began to originate loans in the Tier 2 space on a test basis. Any future adjustments in Tier 2 and Tier 3 will consider the
broader lending environment along with the long-term sustainability of the change. These loans have higher loss and delinquency rates
than the remainder of the CAF portfolio, as well as higher contract rates.

CAF income does not include any allocation of indirect costs. Although CAF benefits from certain indirect overhead expenditures, we
have not allocated indirect costs to CAF to avoid making subjective allocation decisions. Examples of indirect costs not allocated to CAF
include retail store expenses and corporate expenses.

See Note 4 for additional information on CAF income and Note 5 for information on auto loans receivable, including credit quality.

SELECTED CAF FINANCIAL INFORMATION

Three Months Ended November 30 Nine Months Ended November 30

(In millions) 2022 %@ 2021 %W 2022 %@ 2021 %@
Interest margin:

Interest and fee income $ 365.4 88 §$ 330.0 86 $ 1,069.3 88 $ 964.4 8.7

Interest expense (88.8) 2.1) (53.6) (1.4) (200.1) (1.6) (180.0) (1.6)

Total interest margin $ 276.6 6.7 $ 276.4 72 S 869.2 72 $ 784.4 7.1
Provision for loan losses $ (85.7) 21 3 (76.2) 20 $ (2190 a8 s (87.3) (0.8)
CarMax Auto Finance income $ 152.2 37 8§ 166.0 43 $ 539.5 44 $ 607.7 5.5

@ Annualized percentage of total average managed receivables.
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CAF ORIGINATION INFORMATION (AFTER THE IMPACT OF 3-DAY PAYOFFS)

Three Months Ended November 30 Nine Months Ended November 30
2022 2021 2022 2021

Net loans originated (in millions) $ 2,147.2 $ 2,420.3 $ 6,928.0 $ 7,276.1
Vehicle units financed 79,967 95,997 264,073 314,031
Net penetration rate ¥ 44.4 % 42.2 % 41.4 % 43.0 %
Weighted average contract rate 9.8 % 83 % 9.4 % 8.6 %
Weighted average credit score @ 712 706 708 702
Weighted average loan-to-value (LTV) @ 88.9 % 88.0 % 88.1 % 89.2 %
Weighted average term (in months) 66.1 66.0 66.3 66.5

@ Vehicle units financed as a percentage of total used units sold.

) The credit scores represent FICO® scores and reflect only receivables with obligors that have a FICO® score at the time of application. The FICO®
score with respect to any receivable with co-obligors is calculated as the average of each obligor s FICO® score at the time of application. FICO®
scores are not a significant factor in our primary scoring model, which relies on information from credit bureaus and other application information
as discussed in Note 5. FICO® is a federally registered servicemark of Fair Isaac Corporation.

() LTV represents the ratio of the amount financed to the total collateral value, which is measured as the vehicle selling price plus applicable taxes, title
and fees.

LOAN PERFORMANCE INFORMATION

As of and for the Three Months As of and for the Nine Months
Ended November 30 Ended November 30

(In millions) 2022 2021 2022 2021
Total ending managed receivables $ 16,652.7 $ 15,5240  $ 16,652.7 § 15,524.0
Total average managed receivables $ 16,540.2 $ 15,288.8 $ 16,177.8 $ 14,706.9
Allowance for loan losses $ 4910 $ 4265 % 4910 $ 426.5
Allowance for loan losses as a percentage of ending

managed receivables 2.95 % 2.75 % 2.95 % 2.75%
Net credit losses on managed receivables $ 722§ 478  $ 161.0 S 71.9
Annualized net credit losses as a percentage of total

average managed receivables 1.74 % 1.25% 1.33 % 0.65 %
Past due accounts as a percentage of ending managed

receivables 4.99 % 3.83 % 4.99 % 3.83 %
Average recovery rate 61.3 % 71.9 % 66.7 % 67.3 %

@) The average recovery rate represents the average percentage of the outstanding principal balance we receive when a vehicle is repossessed and
liquidated, generally at our wholesale auctions. While in any individual period conditions may vary, over the past 10 fiscal years, the annual

recovery rate has ranged from a low of 46% to a high of 71%, and it is primarily affected by the wholesale market environment.
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*  CAF Income (Decrease of $13.8 million, or 8.3%, and decrease of $68.2 million, or 11.2%, in the third quarter and first nine
months of fiscal 2023, respectively)
o The decrease in CAF income for the third quarter of fiscal 2023 reflects a decrease in the net interest margin percentage and an
increase in the provision for loan losses, as discussed below, partially offset by an increase in average managed receivables.
o The decrease in CAF income for the first nine months of fiscal 2023 reflects a year-over-year swing in the provision for loan
losses, as discussed below, partially offset by an increase in average managed receivables.

*  Provision for Loan Losses
o The provision for loan losses resulted in expense of $85.7 million and $219.0 million in the third quarter and first nine months
of fiscal 2023, respectively, compared with expense of $76.2 million and $87.3 million in the third quarter and first nine months
of fiscal 2022, respectively.
o The increase in the provision for both the third quarter and nine month period was primarily the result of the previously disclosed
expansion of Tier 2 and Tier 3 originations within CAF’s portfolio. The nine month period was also impacted by a reduced
provision coming out of the pandemic in the prior year period.
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o The allowance for loan losses as a percentage of ending managed receivables was 2.95% as of November 30, 2022, compared
with 2.75% as of November 30, 2021 and 2.77% as of February 28, 2022. The increase in the allowance percentage from
February primarily reflected the effect of the previously disclosed expansion of Tier 2 and Tier 3 originations within CAF’s
portfolio.

*  Total Interest Margin (Decreased to 6.7% and increased to 7.2% in the third quarter and first nine months of fiscal 2023, respectively,
from 7.2% and 7.1% in the third quarter and first nine months of fiscal 2022)
o The decrease in the total interest margin percentage for the third quarter was primarily driven by higher funding costs, partially
offset by higher customer rates.
o The increase in the total interest margin percentage for the first nine months of fiscal 2023 was primarily the result of higher
interest and fees from consumers, partially offset by higher funding costs, as well as a $20.4 million benefit related to swaps not
designated as hedges for accounting purposes.

*  Loan Origination and Performance

o The decrease in net loan originations in the third quarter of fiscal 2023 resulted from a decrease in used unit sales, partially offset
by an increase in the average amount financed and an increase in the net penetration rate.

o The decrease in net loan originations in the first nine months of fiscal 2023 resulted from a decrease in used unit sales and the
net penetration rate, partially offset by an increase in the average amount financed.

o CAF net penetration increased in the third quarter and declined in the first nine months of fiscal 2023 compared to the prior year
periods, largely reflecting shifts in the mix of customers utilizing outside financing.

o The weighted average contract rate increased to 9.8% in the third quarter of fiscal 2023, compared with 8.3% in the prior year
quarter. The weighted average contract rate increased to 9.4% in the first nine months of fiscal 2023, compared with 8.6% in
the prior year period. The increases for both periods were primarily due to higher rates charged to customers in response to the
current interest rate environment.

o The year-over-year increase in past due accounts as a percentage of ending managed receivables in the third quarter and first nine
months of fiscal 2023 reflects an increase in delinquencies as well as our previously disclosed expansion of Tier 2 and Tier 3
originations within CAF's portfolio. The increase in delinquencies primarily reflects customer hardship in the current economic
environment.

PLANNED FUTURE ACTIVITIES

We anticipate opening a total of ten stores in fiscal 2023. During fiscal 2023, we entered the New York City metro market by opening
three stores. We anticipate opening two more stores in this market in the next fiscal year. For fiscal 2024, we have slowed our planned
store growth to five stores while maintaining the ability to open more locations if market conditions change. We currently estimate capital
expenditures will total approximately $450 million in fiscal 2023, an increase from $308.5 million in fiscal 2022. The increase in planned
capital spending in fiscal 2023 largely reflects long-term growth capacity initiatives for our auction, sales and production facilities in
addition to continued investments in technology. We expect approximately 25% of our capital expenditures in fiscal 2023 will be focused
on investments in technology.

FINANCIAL CONDITION

Liquidity and Capital Resources
Our primary ongoing cash requirements are to fund our existing operations, store expansion and improvement, CAF and strategic growth

initiatives. Since fiscal 2013, we have also elected to use cash for our share repurchase program. Our primary ongoing sources of liquidity
include funds provided by operations, proceeds from non-recourse funding vehicles and borrowings under our revolving credit facility or
through other financing sources.
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Our current capital allocation strategy is to focus on our core business. Given our recent performance and continued market uncertainties,
we are taking a conservative approach to our capital structure in order to maintain the flexibility that allows us to efficiently access the
capital markets for both CAF and CarMax as a whole. We have taken steps to better align our expenses to sales, as well as paused our
share repurchases and slowed the rate of our store growth and capital expenditures. We believe we have the appropriate liquidity, access
to capital and financial strength to support our operations and continue investing in our strategic initiatives for the foreseeable future.

We currently target an adjusted debt-to-total capital ratio in a range of 35% to 45%. Our adjusted debt to capital ratio, net of cash on hand,
was below our targeted range for the third quarter of fiscal 2023. In calculating this ratio, we utilize total debt excluding non-recourse
notes payable, finance lease liabilities, a multiple of eight times rent expense and total shareholders’ equity. Generally, we expect to use
our revolving credit facility and other financing sources, together with stock repurchases, to
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maintain this targeted ratio; however, in any period, we may be outside this range due to seasonal, market, strategic or other factors.

Operating Activities. During the first nine months of fiscal 2023, net cash provided by operating activities totaled $1.66 billion, compared

with cash used in operating activities of $2.08 billion in the prior year period. Our operating cash flows are significantly impacted by
changes in auto loans receivable, which increased $1.17 billion in the current year period compared with $1.76 billion in the prior year
period.

The majority of the changes in auto loans receivable are accompanied by changes in non-recourse notes payable, which are issued to fund
auto loans originated by CAF. Net issuances of non-recourse notes payable were $770.6 million in the current year period compared with
$1.65 billion in the prior year period and are separately reflected as cash from financing activities. Due to the presentation differences
between auto loans receivable and non-recourse notes payable on the consolidated statements of cash flows, fluctuations in these amounts
can have a significant impact on our operating and financing cash flows without affecting our overall liquidity, working capital or cash
flows.

As of November 30, 2022, total inventory was $3.41 billion, representing a decrease of $1.71 billion compared with the balance as of
the start of the fiscal year. The decrease was primarily due to a decrease in vehicle units reflecting lower sales volume and the seasonal
pattern in inventory levels.

The change in net cash provided by (used in) operating activities for the first nine months of the current fiscal year compared with the
prior year period reflected the changes in inventory and auto loans receivable, as discussed above, as well as the net impact of volume
and timing-related changes in accounts receivable and accounts payable, partially offset by a decrease in net earnings when excluding
non-cash expenses, which include depreciation and amortization, share-based compensation expense and the provisions for loan losses
and cancellation reserves.

Investing Activities. During the first nine months of fiscal 2023, net cash used in investing activities totaled $318.7 million compared

with $432.7 million in fiscal 2022. Capital expenditures were $319.5 million in the current year period versus $226.9 million in the prior
year period. Capital expenditures primarily included store construction costs as well as investments in growth capacity initiatives and
technology. We maintain a multi-year pipeline of sites to support our store growth, so portions of capital spending in one year may relate
to stores that we open in subsequent fiscal years.

As of November 30, 2022, 153 of our 235 used car stores were located on owned sites and 82 were located on leased sites, including 26
land-only leases and 56 land and building leases.

Financing Activities. During the first nine months of fiscal 2023, net cash used in financing activities totaled $827.0 million compared

with net cash provided by financing activities of $2.51 billion in the prior year period. Included in these amounts were net issuances
of non-recourse notes payable of $770.6 million compared with $1.65 billion in the prior year period. Non-recourse notes payable are
typically used to fund changes in auto loans receivable (see “Operating Activities”).

During the first nine months of fiscal 2023, cash used in financing activities was impacted by stock repurchases of $333.8 million as well

as net payments on our long-term debt of $1.25 billion. During the first nine months of fiscal 2022, cash provided by financing activities
was impacted by stock repurchases of $476.0 million as well as net proceeds on our long-term debt of $1.28 billion.
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TOTAL DEBT AND CASH AND CASH EQUIVALENTS

(In thousands) As of November 30  As of February 28
Debt Description @ Maturity Date 2022 2022

Revolving credit facility ¢ June 2024 $ — 3 1,243,500
Term loan @ June 2024 300,000 300,000
Term loan ? October 2026 699,458 699,352
3.86% Senior notes April 2023 100,000 100,000
4.17% Senior notes April 2026 200,000 200,000
4.27% Senior notes April 2028 200,000 200,000
Financing obligations Various dates through February 2059 517,349 524,766
Non-recourse notes payable Various dates through April 2029 16,237,419 15,466,799
Total debt @ $ 18,254,226 $ 18,734,417
Cash and cash equivalents $ 688,618 $ 102,716

" Interest is payable monthly, with the exception of our senior notes, which are payable semi-annually.
@ Borrowings accrue interest at variable rates based on the Eurodollar rate (LIBOR), or successor benchmark rate, the federal funds rate, or the
prime rate, depending on the type of borrowing.

@) Total debt excludes unamortized debt issuance costs. See Note 10 for additional information.

Borrowings under our $2.00 billion unsecured revolving credit facility are available for working capital and general corporate purposes,
and the unused portion is fully available to us. The credit facility, term loans and senior note agreements contain representations and
warranties, conditions and covenants. If these requirements are not met, all amounts outstanding or otherwise owed could become
due and payable immediately and other limitations could be placed on our ability to use any available borrowing capacity. As of
November 30, 2022, we were in compliance with these financial covenants.

See Note 10 for additional information on our revolving credit facility, term loans, senior notes and financing obligations.

CAF auto loans receivable are primarily funded through our warehouse facilities and asset-backed term funding transactions. These non-
recourse funding vehicles are structured to legally isolate the auto loans receivable, and we would not expect to be able to access the
assets of our non-recourse funding vehicles, even in insolvency, receivership or conservatorship proceedings. Similarly, the investors in
the non-recourse notes payable have no recourse to our assets beyond the related receivables, the amounts on deposit in reserve accounts
and the restricted cash from collections on auto loans receivable. We do, however, continue to have the rights associated with the interest
we retain in these non-recourse funding vehicles.

As of November 30, 2022, $12.82 billion and $3.42 billion of non-recourse notes payable were outstanding related to asset-backed
term funding transactions and our warehouse facilities, respectively. During the first nine months of fiscal 2023, we funded a total
of $4.54 billion in asset-backed term funding transactions. As of November 30, 2022, we had $1.98 billion of unused capacity in our
warehouse facilities.

We have periodically increased our warehouse facility limit over time, as our store base, sales and CAF loan originations have grown.
See Note 10 for additional information on the warehouse facilities.
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We generally repurchase the receivables funded through our warehouse facilities when we enter into an asset-backed term funding
transaction. If our counterparties were to refuse to permit these repurchases it could impact our ability to execute on our funding
program. Additionally, the agreements related to the warehouse facilities include various representations and warranties, covenants and
performance triggers. If these requirements are not met, we could be unable to continue to fund receivables through the warehouse
facilities. In addition, warehouse facility investors could charge us a higher rate of interest and could have us replaced as
servicer. Further, we could be required to deposit collections on the related receivables with the warehouse facility agents on a daily basis
and deliver executed lockbox agreements to the warehouse facility agents.

The timing and amount of stock repurchases are determined based on stock price, market conditions, legal requirements and other
factors. Shares repurchased are deemed authorized but unissued shares of common stock. In April 2022, our board of directors increased
our share repurchase authorization by $2 billion. As of November 30, 2022, a total of $4 billion of board authorizations for repurchases
was outstanding, with no expiration date, of which $2.45 billion remained available for repurchase. We paused the repurchase of our
common stock during the third quarter of fiscal 2023 but may resume share
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repurchases at any time in the future depending on market conditions and our capital needs, among other factors. See Note 11 for more
information on share repurchase activity.

Fair Value Measurements
We recognize money market securities, mutual fund investments, certain equity investments and derivative instruments at fair value. See
Note 7 for more information on fair value measurements.

FORWARD-LOOKING STATEMENTS

We caution readers that the statements contained in this report that are not statements of historical fact, including statements about our
future business plans, operations, capital structure, opportunities, or prospects, including without limitation any statements or factors
regarding expected operating capacity, sales, inventory, market share, online purchases of vehicles from consumers, gross profit per
used unit, revenue, margins, expenditures, liquidity, loan originations, CAF income, stock repurchases, indebtedness, earnings, market
conditions or expectations with regards to the continued impact of the COVID-19 pandemic, are forward-looking statements made
pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. You can identify these forward-

< < EERNTS

expect,” “intend,” “may,

29

looking statements by the use of words such as “anticipate,” “believe,” “could,” “estimate, outlook,”

EEINT3 EEINT3

“plan,” “positioned,” “predict,” “target,” “should,” “will” and other similar expressions, whether in the negative or affirmative. Such

forward-looking statements are based upon management’s current knowledge, expectations and assumptions and involve risks and
uncertainties and assumptions about future events and involve risks and uncertainties that could cause actual results to differ materially
from anticipated results. We disclaim any intent or obligation to update these statements. Among the factors that could cause actual
results and outcomes to differ materially from those contained in the forward-looking statements are the following:

*  The effect and consequences of the Coronavirus public health crisis on matters including U.S. and local economies; our
business operations and continuity; the availability of corporate and consumer financing; the health and productivity of our
associates; the ability of third-party providers to continue uninterrupted service; and the regulatory environment in which we
operate.

+  Changes in general or regional U.S. economic conditions, including inflationary pressures, climbing interest rates and the
potential impact of Russia's invasion of Ukraine.

*  Changes in the availability or cost of capital and working capital financing, including changes related to the asset-backed

securitization market.
*  Changes in the competitive landscape and/or our failure to successfully adjust to such changes.
+  Events that damage our reputation or harm the perception of the quality of our brand.
*  Our inability to realize the benefits associated with our omni-channel initiatives and strategic investments.
*  OQur inability to recruit, develop and retain associates and maintain positive associate relations.
*  The loss of key associates from our store, regional or corporate management teams or a significant increase in labor costs.

»  Security breaches or other events that result in the misappropriation, loss or other unauthorized disclosure of confidential

customer, associate or corporate information.
+  Significant changes in prices of new and used vehicles.

*  Changes in economic conditions or other factors that result in greater credit losses for CAF’s portfolio of auto loans receivable
than anticipated.

* A reduction in the availability of or access to sources of inventory or a failure to expeditiously liquidate inventory.
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Changes in consumer credit availability provided by our third-party finance providers.

Changes in the availability of extended protection plan products from third-party providers.

Factors related to the regulatory and legislative environment in which we operate.

Factors related to geographic and sales growth, including the inability to effectively manage our growth.
The failure of or inability to sufficiently enhance key information systems.

The performance of the third-party vendors we rely on for key components of our business.
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*  The effect of various litigation matters.
*  Adverse conditions affecting one or more automotive manufacturers, and manufacturer recalls.
*  The failure or inability to realize the benefits associated with our strategic transactions.

*  The inaccuracy of estimates and assumptions used in the preparation of our financial statements, or the effect of new accounting
requirements or changes to U.S. generally accepted accounting principles.

*  The volatility in the market price for our common stock.
*  The failure or inability to adequately protect our intellectual property.
»  The occurrence of severe weather events.

*  Factors related to the geographic concentration of our stores.

For more details on factors that could affect expectations, see Part II, Item 1A, “Risk Factors” on Page 49 of this report, our
Annual Report on Form 10-K for the fiscal year ended February 28, 2022, and our quarterly or current reports as filed with or
furnished to the U.S. Securities and Exchange Commission (“SEC”). Our filings are publicly available on our investor information
home page at investors.carmax.com. Requests for information may also be made to our Investor Relations Department by email to
investor_relations@carmax.com or by calling 1-804-747-0422, ext. 7865. We undertake no obligation to update or revise any forward-
looking statements after the date they are made, whether as a result of new information, future events or otherwise.
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Item 3.

Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes to our market risk since February 28, 2022. For information on our exposure to market
risk, refer to Part I, Item 7A, “Quantitative and Qualitative Disclosures about Market Risk,” contained in our Annual Report
on Form 10-K for the fiscal year ended February 28, 2022.

Item 4. Controls and Procedures

Page 48

Disclosure. We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange
Act of 1934 (“Exchange Act”)) that are designed to ensure that information required to be disclosed in our reports filed
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms. Our disclosure controls and procedures are also designed to ensure that this information is accumulated
and communicated to management, including the chief executive officer (“CEO”) and the chief financial officer (“CFO”),
as appropriate to allow timely decisions regarding required disclosure.

As of the end of the period covered by this report, with the participation of the CEO and CFO, we evaluated the effectiveness
of our disclosure controls and procedures. Based upon that evaluation, the CEO and CFO concluded that our disclosure
controls and procedures were effective as of the end of the period.

Internal Control over Financial Reporting. There was no change in our internal control over financial reporting (as
defined in Rule 13a-15(f) under the Exchange Act) that occurred during the quarter ended November 30, 2022, that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Legal Proceedings

For a discussion of certain legal proceedings, see Note 16 to the consolidated financial statements included in Part I, Item 1
of this Quarterly Report on Form 10-Q.

Item 1A. Risk Factors

In connection with information set forth in this Form 10-Q, the factors discussed under “Risk Factors” in our Form 10-K for
fiscal year ended February 28, 2022, should be considered. These risks could materially and adversely affect our business,

financial condition, and results of operations. There have been no material changes to the factors discussed in our Form
10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On October 23, 2018, the board authorized the repurchase of up to $2 billion of our common stock with no expiration date.
In April 2022, the board increased our share repurchase authorization by $2 billion. Purchases may be made in open market
or privately negotiated transactions at management's discretion and the timing and amount of repurchases are determined
based on stock price, market conditions, legal requirements and other factors. Shares repurchased are deemed authorized
but unissued shares of common stock.

The following table provides information relating to the company's repurchase of common stock for the third quarter of
fiscal 2023. The table does not include transactions related to employee equity awards or exercise of employee stock
options. We paused the repurchase of our common stock during the third quarter of fiscal 2023 but may resume share
repurchases at any time in the future depending on market conditions and our capital needs, among other factors.

Approximate
Dollar Value
Total Number of Shares that
Total Number Average of Shares Purchased May Yet Be
of Shares Price Paid as Part of Publicly Purchased Under
Period Purchased per Share Announced Program the Program
September 1 - 30, 2022 30,000 $ 87.70 30,000 S 2,451,306,850
October 1 - 31,2022 $ — 2,451,306,850
November 1 - 30, 2022 — 3 — — 3 2,451,306,850
Total 30,000 30,000
Page 49
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Item 6. Exhibits
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Severance Agreement, dated November 1, 2017, between CarMax, Inc. and Charles J. Wilson, filed herewith.*

Certification of the Chief Executive Officer Pursuant to Rule 13a-14(a), filed herewith.

Certification of the Chief Financial Officer Pursuant to Rule 13a-14(a), filed herewith.

Certification of the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, filed herewith.

Certification of the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, filed herewith.

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

Cover Page Interactive Data File - the cover page XBRL tags are embedded within the Inline XBRL document.

* Indicates management contract, compensatory plan or arrangement of the company required to be filed as an exhibit.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned thereunto duly authorized.

CARMAX, INC.

By: /s/ William D. Nash
William D. Nash
President and

Chief Executive Officer

By: /s/_Enrique N. Mayor-Mora

Enrique N. Mayor-Mora
Executive Vice President and

Chief Financial Officer

January 6, 2023

Page 51

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

SEVERANCE AGREEMENT

THIS SEVERANCE AGREEMENT (the “Agreement”) is entered into as of November
1, 2017, by and between CarMax, Inc., a Virginia corporation, for itself and on behalf of its
subsidiaries and affiliates (hereafter referred to collectively as “CarMax”), and Charles J. Wilson
(hereafter referred to as the “Associate”).

WHEREAS, CarMax and the Associate desire to agree upon the terms, conditions,
compensation and benefits of the Associate’s employment;

WHEREAS, CarMax recognizes that the Associate has developed or will continue to
develop an intimate knowledge of and experience with respect to the business of CarMax;

WHEREAS, the Assaociate has developed or will develop and/or has or will come in
contact with CarMax’s proprietary and confidential information that is not readily available to
the public, and which is of great importance to CarMax and is treated by CarMax as secret and
confidential information; and

WHEREAS, upon execution of this Agreement, any prior severance or employment
agreement, if any, between the Associate and CarMax, whether oral or written, will have no
force and effect with respect to the terms and conditions of the Associate’s employment with
CarMax and will be replaced and superseded by the terms of this Agreement.

NOW, THEREFORE, in consideration of the Associate’s employment and continued
employment by CarMax and the mutual covenants and agreements of the parties set forth in this
Agreement, and of other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, CarMax and the Associate, intending to be legally bound, agree as
follows:

Article 1. Term.

The Associate’s employment with CarMax shall continue until such time as the
Associate’s employment is terminated by either party in accordance with Article 7 of this
Agreement or the Associate’s term of employment is extended or shortened by a subsequent
written agreement duly executed by the Associate and CarMax.

Article 2. Duties and Responsibilities.

CarMax shall employ the Associate in the position of Executive Vice President and Chief
Operating Officer.* The specific duties of such position are set forth in the then-current written
job description for such position and are incorporated herein by reference. The Associate
acknowledges and agrees to perform those job duties and/or such other job duties that may be
assigned to the Associate or required of the Associate by CarMax. In the event that the

1 Mr. Wilson’s title was updated by the CarMax, Inc. Board of Directors (the “Board™), effective November 14,
2022.
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Associate accepts a new or different position with CarMax or receives a new position title, (i) the
Associate acknowledges and agrees to perform such new job duties, if any, as may be assigned to
the Associate or required of the Associate by CarMax and (ii) this Agreement shall remain in full
force and effect.

Article 3. Standard of Care.

3.1  General. During the term of this Agreement, the Associate shall devote his full
business time, attention, knowledge and skills to CarMax’s business and interests. The Associate
covenants, warrants, and represents that he shall:

(a) devote his best efforts and talents to the performance of his employment
obligations and duties for CarMax;

(b) exercise the highest degree of loyalty and the highest standards of conduct in the
performance of his duties;

(c) observe and conform to the rules, regulations, and policies established or issued
by CarMax; and

(d) observe and conform to the law in the perfarmance of his employment obligations
and duties for CarMax.

3.2  Forfeiture and Return of Incentive Compensation. It is CarMax's expectation that
the Associate will discharge his duties hereunder with utmost attention to the standards set forth
in Section 3.1. In the event the CarMax, Inc. Board of Directors ("Board") determines that the
Associate has engaged in conduct constituting Cause (as defined in Section 7.4), which conduct
directly results in the filing of a restatement of any financial statement previously filed with the
Securities and Exchange Commission (or other governmental agency) under the Federal
securities laws, the Associate shall immediately (i) forfeit all unpaid Affected Compensation (as
defined below) and (ii) upon demand by CarMax repay to CarMax all Affected Compensation
received or realized by the Assaciate together with interest at the prime rate in effect from time
to time as reported in The Wall Street Journal; provided, however, that the forfeiture and
repayment provisions of this Section 3.2 shall only apply where the Board makes a good faith
determination that the Associate's conduct constituting Cause also constitutes one or more of
the following acts or omissions:

(@) The Associate has committed a material breach of this Agreement, which
breach was not cured or waived by CarMax, within ten (10) days of receipt by
the Associate of notice from CarMax specifying the breach;

(b) The Associate intentionally fails to perform his duties, engages in intentional
misconduct or intentionally refuses to abide by or comply with the directives
of the Board, CarMax's Chief Executive Officer, or CarMax's policies and
procedures, as applicable, which actions continued for a period of ten (10)
days after receipt by the Associate of notice of the need to cure or cease;

2
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(c) The Associate has willfully violated a material requirement of CarMax's code
of conduct or breached his fiduciary duty to CarMax;

(d) The Associate’s conviction of (or a plea of guilty or nolo contendere to) a
felony or any crime involving moral turpitude, dishonesty, fraud, theft or
financial impropriety; or

(e) The Associate has engaged in illegal conduct, embezzlement or fraud with
respect to the business or affairs of CarMax.

For purposes of this Section 3.2, "Affected Compensation” means any payment to the
Associate, any award or vesting of any equity or other short-term or long-term incentive
compensation to the Associate, or any before-tax proceeds of a sale of previously awarded equity
compensation realized by the Associate, in any instance in which (i) the payment, award or vesting
of the foregoing was expressly conditioned upon the achievement of certain financial results that
were subsequently the subject of such restatement, and (ii) a lesser amount of payment, award or
vesting or before-tax proceeds of a sale of any of the foregoing would have been made to, vested
in or otherwise earned or realized by, the Associate based upon such restated financial results.

Article 4. Other Employment.

The Associate shall not, during the term of this Agreement, be interested directly or
indirectly, in any manner, as partner, officer, director, advisor, employee, or in any other
capacity, in any other business similar to CarMax’s business for the Associate’s personal
advantage or benefit or that of others; pravided, further, the Associate agrees to obtain CarMax’s
prior written consent before engaging in any other occupation for compensation (actual or
expected) while employed by CarMax. Such consent may be granted or withheld, in CarMax’s
absolute discretion; provided, however, such consent will not be required where such other
occupation for compensation does not (i) in any manner infringe upon the Associate’s job duties
or the time or attention required to perform such duties, (ii) relate to any other business similar to
CarMax’s business or (iii) have a detrimental effect on CarMax’s business, as determined in
CarMax’s absolute discretion.

Article 5. Compensation and Benefits.

As remuneration for all services to be rendered by the Associate during the term of this
Agreement, and as consideration for complying with the covenants herein, CarMax shall pay and
provide to the Associate the following:

5.1. Base Salary. The Associate shall be paid an annual salary of $625,000.007 (the “Base
Salary™), payable biweekly in the amount of $24,038.46 (the “Biweekly Amount™),
subject to applicable federal, state, and local withholding and any performance-based
adjustments made by CarMax. In the event that the Associate accepts a new or different

2 Mr. Wilson’s updated base salary was approved by the Compensation and Personnel Committee of the Board,
effective November 14, 2022.
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5.2

5.3

5.4

5.5

5.6

5.7

position with CarMax or accepts a new position title, CarMax, in its sole discretion, may
adjust the Base Salary and Biweekly Amount.

Bonus.

(a) The Associate is eligible to participate in CarMax’s performance-based bonus
plan, as such plan may exist from time to time during the term of this Agreement
and as defined and applied to the Associate’s pasition.

(b) The award and amount of any bonus shall be determined (i) under CarMax’s then-
current performance-based bonus plan and (ii) at the absolute discretion of
CarMax.

Long Term Incentives. During the term, the Associate shall be eligible to participate in
CarMax’s 2002 Stock Incentive Plan (or any successor incentive plan thereto) to the
extent that the CarMax Compensation Committee, in its sole discretion, determines is
appropriate.

401(k) Plan. During the term of this Agreement, the Assaociate shall be entitled to
participate in CarMax’s 401(k) plan, subject to the eligibility and participation
requirements of such plan.

Welfare Benefit Plans. During the term of this Agreement, the Associate and/or the
Associate’s family will be eligible to participate in and will receive benefits under
CarMax’s then-current welfare benefit plans, policies and programs (the “Welfare
Plans”) to the extent such Welfare Plans are made available to other CarMax associates
who are professionally similarly situated to the Associate (the “Peer Associates™), subject
to the eligibility requirements and other provisions of such Welfare Plans. The benefits
available pursuant to such Welfare Plans may include group term life insurance,
comprehensive health and major medical insurance, dental insurance, and short-term and
long-term disability benefits.

Vacation. During the term of this Agreement, the Associate will be entitled to paid
vacation each fiscal year in accordance with then-current CarMax Time Away
Guidelines.

Right to Change Plans. Nothing herein shall obligate CarMax to institute, maintain, or
refrain from changing, amending, or discontinuing any benefit plan, policy program, or
guideline so long as such changes are similarly applicable to the Peer Associates.

Article 6. Expenses.

During the term of this Agreement, CarMax shall pay or reimburse the Associate for

reasonable travel and business expenses incurred by the Associate in furtherance of CarMax
business and in accordance with the then-current CarMax travel and expense policy and any
other applicable policies, upon submission to CarMax of vouchers or receipts reflecting such
eXpenses.
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Article 7. Employment Termination.

The Associate’s employment with CarMax may be terminated in accordance with any of

the following provisions:

7.1

7.2

7.3

Termination by Death.

(@) In the event the Associate’s employment ends by reason of the Associate’s death
during the term of this Agreement, the Associate’s benefits shall be determined in
accordance with the then-current CarMax survivor’s benefits, insurance, and/or
other applicable programs. Further, stock options and grants, including
performance-based grants, will become vested and exercisable by the Associate,
the Associate’s personal representatives, distributees, legatees, or estate in
accordance with the terms and conditions of the applicable stock grant or option
award agreement.

(b) The date of termination due to death shall be the Associate’s date of death. Upon
the date of termination, CarMax shall be obligated to pay the Associate’s
beneficiary or estate any Base Salary that was accrued but not yet paid as of the
date of termination plus all other vested rights and benefits that the Associate is
entitled to pursuant to this Agreement and other CarMax plans and programs.

Voluntary Termination by the Associate. The Associate may terminate employment at
any time by giving at least thirty (30) days prior written notice to his immediate
supervisor. During the notice period, the Associate shall fulfill all required job duties and
responsibilities and cooperate and assist in the training of a replacement, if any. CarMax
reserves the right to require the Associate to discontinue working for CarMax at any time
during the thirty (30) day notice period, but shall pay the Associate the amount the
Associate would have earned during any non-working portion of the remaining thirty (30)
day notice period in accordance with Article 5.1, in addition to any other benefits to
which the Associate has a vested right on the last day of employment; provided, however,
that the Associate shall forfeit any bonus with respect to the fiscal year in which his
voluntary termination under this Article 7.2 occurs. Subject to Section 7.5, CarMax
thereafter shall have no further obligations under this Agreement.

Voluntary Termination by CarMax. CarMax may terminate the Associate’s
employment at any time and for any reason other than death or Cause (as defined below),
by providing the Associate with at least thirty (30) days prior written notice. CarMax
reserves the right to require the Associate to discontinue working for CarMax during the
thirty (30) day notice period, but shall pay the Associate the amount the Associate would
have earned during any non-working portion of the remaining thirty (30) day notice
period in accordance with Article 5.1, in addition to any other benefits to which the
Associate has a vested right on the last day of employment. After the thirty (30) day
notice period, the Associate shall receive thirty-nine (39) biweekly payments equal to the
Biweekly Amount less applicable federal, state, and local withholdings; provided
however that CarMax’s obligation to provide such thirty-nine (39) biweekly payments is
subject to the Associate’s compliance with (a) Articles 8, 9, 10 and 11 of this Agreement

5
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7.4

and (b) delivery to CarMax of an executed Agreement and General Release, which shall
be substantially in the form attached hereto as Exhibit A (with such changes or additions
as needed under then applicable law to give effect to its intent and purpose) (the
“Agreement and General Release™) within twenty-one (21) days of presentation thereof
by CarMax to the Associate. Any amounts due following a termination of employment
under this Agreement shall not be due until after the expiration of any revocation period
applicable to the Agreement and General Release without the Associate having revoked
such Agreement and General Release. CarMax thereafter shall have no further
obligations under this Agreement.

Voluntary Termination by CarMax For Cause. Nothing in this Agreement shall be
construed to prevent CarMax from terminating the Associate’s employment under this
Agreement, without notice or liability, for Cause. For purposes of this Agreement,
“Cause” means that CarMax has any reason to believe any of the following:

(a) the Associate has committed fraud, misappropriation of funds or property,
embezzlement or other similar acts of dishonesty;

(b) the Associate has been convicted of a felony or other crime involving moral
turpitude (or pled nolo contendere thereto);

(c) the Associate has used, possessed or distributed any illegal drug;

(d)  the Associate has committed any misconduct that may subject CarMax to criminal
or civil liability;

(e) the Assaciate has breached the Associate’s duty of loyalty to CarMax, including,
without limitation, the misappropriation of any of CarMax’s corporate
opportunities;

(f) the Associate has committed a serious violation or violations of any CarMax
policy or procedure;

(9) the Associate has committed a violation of any term of this Agreement;
(h) the Associate refuses to follow the lawful instructions of CarMax management;

(i) the Associate has committed any material misrepresentation in the employment
application process;

{)] the Associate has committed deliberate actions, including neglect or failure to
perform the job, which are contrary to the best interest of CarMax; or

(k) the Assaciate has continually failed to perform substantially his duties with
CarMax.
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7.5

If the Associate’s employment is terminated for Cause during the term of this Agreement,
this Agreement will terminate without further obligation of CarMax to the Associate
other than the payment to the Associate of his Base Salary through the date of
termination for Cause. The Associate shall immediately thereafter forfeit all rights and
benefits he would otherwise have been entitled to receive under this Agreement.

Good Reason Termination during Change in Control Employment Period.

(a) For purposes of this Section 7.5, the defined terms set forth below shall have the
following meanings:

(i) “Change in Control” means, as related to CarMax, Inc. (the “CarMax
Parent™), the occurrence of either of the following events: (i) a third person, including
a “group” as defined in Section 13(d)(3) of the Securities Exchange Act of 1934, as
amended, becomes, or obtains the right to become, the beneficial owner of CarMax
Parent securities having twenty percent (20%) or more of the combined voting power
of the then outstanding securities of the CarMax Parent that may be cast for the
election of directors to the Board of the CarMax Parent (other than as a result of an
issuance of securities initiated by the CarMax Parent in the ordinary course of
business); or (ii) as the result of, or in connection with, any cash tender or exchange
offer, merger or other business combination, sale of assets or contested election, or
any combination of the foregoing transactions, the persons who were directors of the
CarMax Parent before such transactions shall cease to constitute a majority of the
board or of the board of directors of any successor to the CarMax Parent.

(i)  “Asset Sale” shall mean a sale of all or substantially all of the assets of the
CarMax Parent in a single transaction or a series of related transactions.

(iii)  “Change in Control Date” shall mean the date on which a Change in Control
or Asset Sale occurs.

(iv)  “Change in Control Employment Period” shall mean the period beginning on
the Change in Control Date and ending on the second (2nd) anniversary of such date
provided an Associate is employed by CarMax on such Change in Control Date.

V) “Good Reason” shall mean, without the Associate’s express written consent,
the occurrence of any one (1) or more of the following:

(1) A material reduction in the Associate’s Base Salary or target
annual bonus;

(2) A material reduction in the Associate’s duties or authority, (except
in connection with the termination of the Associate’s employment (x) for Cause
or disability, (y) as a result of the Associate’s death or retirement or (z) by the
Associate other than for Good Reason);
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(3) The Associate being required to relocate to a principal place of
employment more than thirty-five (35) miles from the CarMax Parent’s
headquarters;

(4)  The failure of the CarMax Parent to obtain an agreement from any
successor to all or substantially all of the assets or business of the CarMax Parent
to assume and agree to perform this Agreement within fifteen (15) days after a
merger, consolidation, sale or similar transaction.

Notwithstanding anything herein to the contrary, for purposes of this Agreement, any
determination of Good Reason must satisfy the materiality requirement under Treasury
Regulation § 1.409A-1(n)(2)(i), any successor thereto and other applicable guidance.

(b) Atany time during the Change in Control Employment Period, the Associate may
terminate his employment for Good Reason upon notice to CarMax. Such notice shall
state the intended date of termination and shall be given to CarMax at least forty-five (45)
days prior to such date and shall set forth in detail the facts and circumstances claimed to
provide grounds for such termination. CarMax shall have the right to cure the facts and
circumstances giving rise to such grounds for termination for Good Reason. If CarMax
does not so cure within the forty-five (45) day notice period, then the Associate’s
employment shall terminate on the date of termination stated in the notice.

(c) Notwithstanding Article 7.2, in the event of the Associate’s voluntary termination of
employment for Good Reason during the Change in Control Employment Period, the
Associate shall receive thirty-nine (39) biweekly payments equal to the Biweekly
Amount less applicable federal, state, and local withholdings; provided however that
CarMax’s obligation to provide such thirty-nine (39) biweekly payments is subject to the
Associate’s compliance with (i) Articles 8, 9, 10 and 11 of this Agreement and

(i) delivery to CarMax of an executed Agreement and General Release within twenty-
one (21) days of presentation thereof by CarMax to the Associate. Any amounts due
following a termination of employment under this Agreement shall not be due until after
the expiration of any revocation period applicable to the Agreement and General Release
without the Associate having revoked such Agreement and General Release. CarMax
thereafter shall have no further obligations under this Agreement.

Article 8. Covenant Not to Compete.

The terms and provisions contained in this Article 8 comprise a covenant not to compete

(the “Covenant Not to Compete™). The Associate acknowledges and agrees as follows:

8.1

8.2

CarMax operates a unique business concept regarding the sale and servicing of new and
used vehicles in a highly competitive industry.

CarMax’s competitors have attempted to duplicate CarMax’s business concept in various

markets throughout the United States, including markets where CarMax does not
currently have a business location, and may continue to do so.
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8.3

8.4

8.5

In connection with the Associate’s employment with CarMax, he will receive access to,
and training regarding, CarMax’s business concept and will, accordingly, acquire
commercially valuable knowledge of and insight into CarMax’s operations and CarMax’s
proprietary and confidential information, any of which if made available to any
Competitor (as defined below) could place CarMax at a competitive disadvantage.

In order to protect CarMax’s legitimate business interests from Competitors (as defined
below) and to protect CarMax’s critical interest in its proprietary and confidential
information, the Associate covenants and agrees as follows:

During the Associate’s employment with CarMax and for a period of twenty-four (24)
months following the last day of the Associate’s employment (the “Restricted Period™),
the Associate will not, directly or indirectly, compete with CarMax by acting “in a
competitive capacity” (as defined below), for, or on behalf of, any person or entity
operating or developing, during the Restricted Period, a business that provides or intends
to provide activities, products or services that are the same or substantially similar to, and
competitive with, the business of CarMax as of Associate’s last day of employment with
CarMax (each, a “Competitor”) within any Metropolitan Statistical Area (as defined by
the United States Office of Management and Budget) in which CarMax has a retail store
site as of Associate’s last day of employment. Such Competitors include, but are not
limited to: Sonic Automotive, Inc.; Lithia Motors, Inc.; Group 1 Automotive, Inc.;
AutoNation, Inc.; Penske Automative Group, Inc.; Asbury Automotive Group, Inc.;
Hendrick Automotive Group; Auction Direct USA, L.P.; Car Sense Inc; AutoAmerica,
Inc.; Left Gate Property Holding, Inc. d/b/a Texas Direct Auto; Off Lease Only, Inc.;
Carvana, LLC; Carvana Group, LLC; AutoMatch USA, LLC; DriveTime Car Sales
Company, LLC; DriveTime Automotive Group, Inc.; CarLotz, Inc.; Hertz Global
Holdings, Inc.; Enterprise Haldings, Inc.; Avis Budget Group, Inc.; Cox Automotive,
Inc.; Classified Ventures, LLC; TrueCar, Inc.; Edmunds.com, Inc.; Dealertrack
Technologies, Inc.; Dealer Dot Com, Inc.; CarGurus, LLC; Blinker, Inc.; and Beepi, Inc.,
and any automotive retail operation affiliated with, owned, operated, or contralled by
Berkshire Hathaway Inc.; Home Depot, Inc.; Lowe’s Companies, Inc.; Target
Corporation; Wal-Mart Stores, Inc.; Sears Holdings Corporation; Carrefour S.A.; Costco
Wholesale Corporation; Royal Dutch Shell plc; Exxon Mobil Corporation; Chevron
Corporation; and/or Gulliver International Co., Ltd.

A business, including any Competitor, or any of its respective subsidiaries or affiliates,
will not be considered to be in competition with CarMax for purposes of Article 8 if the
business, or operating unit of the business, or its respective subsidiaries or affiliates, by
which the Associate will be or is employed (i) does not have within the twenty-four (24)
months preceding the Associate’s termination of employment with CarMax, annual gross
revenues (calculated on a rolling 12-month basis) of at least $5,000,000 derived from the
sale and servicing of new or used vehicles; or (ii) is not projected (by the business or
operating unit of the business) to have within the twenty-four (24) months following the
Associate’s termination of employment with CarMax, annual gross revenues (regardless
of how calculated) of at least $5,000,000 derived from the sale and servicing of new or
used vehicles.
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8.6  Acting “in a competitive capacity” shall mean providing to a Competitor, directly or
indirectly, the same or substantially similar services that the Associate provided to
CarMax at any time during Associate’s last twenty-four (24) months of employment.

8.7  Nothing herein shall prevent or restrict the Associate from working for any person in any
role or in any capacity that is not in competition with CarMax.

8.8 Notwithstanding the foregoing, nothing herein shall be deemed to prevent or limit the
right of the Associate to invest in the capital stock or other securities of any corporation
whose stock or securities are regularly traded on any public exchange.

8.9  The Associate and CarMax have examined in detail the Covenant Not to Compete
contained in this Article 8 and each agrees that the restraint imposed upon the Associate
is reasonable in light of the legitimate business interests of CarMax and is not unduly
harsh or burdensome with respect to the Associate’s ability to earn a livelihood. If any
provision of the Covenant Not to Compete relating to the time period, geographic area or
scope of restricted activities shall be declared by a court of competent jurisdiction to
exceed the maximum time period, geographic area or scope of activities, as applicable,
that such court deems reasonable and enforceable, then such time period, geographic area
or scope of activities shall be deemed to be, and thereafter shall become, the maximum
time period, scope of activities or largest geographic area that such court deems
reasonable and enforceable and this Agreement shall automatically be considered to have
been amended and revised to reflect such determination.

8.10 The Associate and CarMax acknowledge that the Associate’s services are of a special,
extraordinary, and intellectual character that gives the Associate unique value, and that
CarMax’s business is highly competitive, and that violation of the Covenant Not to
Compete provided herein would cause immediate, immeasurable, and irreparable harm,
loss, and damage to CarMax not adequately compensable by a monetary award. In the
event of any breach or threatened breach by the Associate of the Covenant Not to
Compete, CarMax shall be entitled to such equitable and injunctive relief as may be
available to restrain the Associate from violating the provisions hereof. Nothing herein
shall be construed as prohibiting CarMax from pursuing any other remedies available at
law or in equity for such breach or threatened breach, including the recovery of damages
and the immediate termination of the employment of the Associate hereunder for Cause.

Article 9. Non-Solicitation of Employees.

The Associate agrees that during the Associate’s employment with CarMax and for a
period of twenty-four (24) months following the last day of the Associate’'s employment, the
Associate shall not, directly or indirectly, solicit or induce, or attempt to solicit or induce, any
employee of CarMax with whom the Associate had material business-related contact on behalf
of CarMax, to leave employment with CarMax for any reason whatsoever (the “Covenant Not to
Solicit”). For purposes of this Article 9, employee shall mean any individual employed by
CarMax.
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Article 10. Confidentiality.

The terms and provisions contained in this Article 10 comprise a covenant of
confidentiality (the “Covenant of Confidentiality™).

The Associate understands and agrees that any and all Protected Information is the
property of CarMax and is essential to the protection of CarMax’s goodwill and to the
maintenance of CarMax’s competitive position and accordingly should be kept secret. For
purposes of this Agreement, “Protected Information” means trade secrets, confidential and
proprietary business information of or about CarMax, and any other information of CarMax,
including technical data, processes, know-how, financial data, analyses, forecasts, plans,
operations information and data, customer lists (including potential customers) and information,
marketing plans, materials and information, product and service information, accounts and
billings information, sales transaction data, sales documents and information, discoveries, ideas,
concepts, designs, drawings, specifications, technigues, models, information systems data and
materials, computer software or hardware, data analyses and compilations, source code, object
code, documentation, diagrams, flow charts, research, procedures, methods, systems, programs,
price lists, pricing policies, supplier and distributor information, sources of supply, internal
memoranda, promotional plans, internal policies, purchasing information, operating methods and
procedures, training materials, and any products and services which may be developed from time
to time by CarMax and its agents or employees, including the Associate; provided, however, that
information that is in the public domain (other than as a result of a breach of this Agreement),
approved for release by CarMax or lawfully obtained from third parties who are not bound by a
confidentiality agreement with CarMax, is not Protected Information.

CarMax has advised the Associate and the Associate acknowledges that it is the policy of
CarMax to maintain as secret and confidential all Protected Information, and that Protected
Information has been and will be developed at substantial cost to and effort by CarMax. The
Associate agrees to hold in strict confidence and safeguard any and all Protected Information
accessed or accessible by the Associate during the Associate’s employment. The Associate shall
not, without the prior written consent of CarMax, at any time, directly or indirectly, divulge,
furnish, use, disclose or make accessible to any person, firm, corporation, association, or other
entity (otherwise than as may be required in the regular course of the Associate’s employment
with CarMax), any Protected Information, or cause any such Protected Information to enter the
public domain.

Nothing contained in this Article 10 is intended to reduce in any way the protection
available to CarMax pursuant to the Uniform Trade Secrets Act as adopted in Virginia or any
other state or other applicable laws that prohibit the misuse or disclosure of confidential or
proprietary information. Unless lengthened by the application of the Virginia Uniform Trade
Secrets Act or other applicable law, the restrictions in Article 10 shall remain in effect during
Associate’s employment and for five (5) years thereafter.

Article 11. Return of CarMax Property.

Upon the termination (for any reason) of the Associate’s employment with CarMax, the
Associate shall deliver promptly to CarMax all CarMax property including, without limitation,
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any automobiles, equipment, credit cards, keys, building access cards, identification, cellular
phones, computers, software, CD ROMs, customer lists, and all Protected Information as defined
in Article 10 of this Agreement. The Associate further agrees not to take or extract any portion
of any such information and/or materials in written, computer, electronic or any other
reproducible form.

Article 12. Monies Owed.

To the extent that the Associate owes CarMax any monies at the time of termination of
employment, the Associate authorizes and agrees to have CarMax withhold such amounts owed
from the Associate’s final paycheck, to the maximum extent permitted by applicable law.

Article 13. Work Product.

(a) All work product prepared by the Associate in connection with performing job
duties for CarMax shall be the sole property of CarMax. CarMax shall have full
and exclusive rights to use, reproduce, publish, or otherwise profit from such
work product, as CarMax deems appropriate. The Associate agrees to assist
CarMax, or any agent designated by CarMax, at any time and at no cost to the
Associate, in obtaining any patents, copyrights, trademarks or other forms of legal
protection for any such wark product.

(b)  To the extent that any work product is deemed in any way to fall within the
definition of “work made for hire,” as such term is defined in 17 U.S.C. § 101,
such work product shall be considered “work made for hire,” the copyright of
which shall be owned solely, completely and exclusively by CarMax.

(c) For the purpose of this Agreement, the term “work product™ includes, but is not
limited to, reports, manuals, inventions, improvements, designs, formulae,
processes, techniques, methods, computer software, proposals, technical
solutions, patents, training materials, other works of authorship, innovations, and
enhancements created by the Associate or the Associate’s staff,

Article 14. Dispute Resolution.

Except for actions initiated by CarMax to enjoin a breach by the Assaciate, and/or
recover damages from the Associate, related to the Covenant Not to Compete (Article 8), the
Covenant Not to Solicit (Article 9) or the Covenant of Confidentiality (Article 10) (collectively,
the “Restrictive Covenants™), which action(s) CarMax may bring in an appropriate court of law
or equity, any disagreement between the Associate and CarMax concerning anything covered by
this Agreement or concerning other terms or conditions of the Associate’s employment or the
termination of the Associate’s employment will be settled by final and binding arbitration
pursuant to CarMax’s Dispute Resolution Rules and Procedures in effect at the time the
disagreement or dispute arises or at the time of termination in the event the Associate’s
employment terminated. The decision of the arbitrator will be final and binding on both the
Associate and CarMax and may be enforced in a court of appropriate jurisdiction.
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Article 15. General Provisions.

15.1

15.2

153

15.4

155

15.6

15.7

Notices. If CarMax needs to send any notices to the Associate in connection with this
Agreement, it will send such notice to the Associate’s address of record, as shown in
CarMax’s most recent payroll records. The Associate shall send any similar notices to
CarMax at:

CarMax, Inc.

Attention: Corporate Secretary
12800 Tuckahoe Creek Parkway
Richmond, VA 23238

Amendments and Entire Agreement. This Agreement may not be amended except by
a writing executed by CarMax and the Associate. This Agreement constitutes the entire
agreement of CarMax and the Associate relating to the subject matter hereof and
supersedes all prior oral and written understandings and agreements relating to such
subject matter. The terms and conditions of the Associate’s employment shall, to the
extent not addressed or described in this Agreement, be governed by CarMax’s then-
current policies and procedures and existing practices.

Successors and Assigns. The Associate hereby consents to CarMax’s assignment of this
Agreement to any affiliate, subsidiary or parent of CarMax at any time. Any other
assignment by either party of the rights and obligations of such party hereunder shall not
be made without the prior written consent of such other party.

Severability. All provisions of this Agreement shall be applicable only to the extent that
they do not violate any applicable law, and are intended to be limited to the extent
necessary so that they will not render this Agreement invalid, illegal or unenforceable
under any applicable law. If any provision of this Agreement or any application thereof
shall be held to be invalid, illegal or unenforceable, the validity, legality and
enforceability of other provisions of this Agreement or of any other application of such
provision shall in no way be affected thereby. The Restrictive Covenants shall be
severable, and if any of them is held invalid because of its duration, scope of area or
activity, or any other reason, the parties agree that such covenant shall be adjusted or
modified by the court to the extent necessary to cure that invalidity, and the modified
covenant shall thereafter be enforceable as if originally made in this Agreement.

Attorney’s Fees. In any action arising under this Agreement, CarMax, so long as it
prevails, shall be entitled to recover its reasonable attorney’s fees and costs.

Waiver of Rights. No waiver by CarMax or the Associate of a right or remedy
hereunder shall be deemed to be a waiver of any other right or remedy or of any
subsequent right or remedy of the same kind.

Restrictive Covenants of the Essence. The Restrictive Covenants in Articles 8, 9 and
10 of the Agreement are of the essence of this Agreement. In the event that the Associate
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15.8

159

15.10

15.11

15.12

has a claim or cause of action against CarMax (whether related to this Agreement or not),
such claim or cause of action, including but not limited to a breach of this Agreement by
CarMax, shall not prevent or otherwise constitute a defense to CarMax’s enforcement of
the Restrictive Covenants and shall not excuse the Associate’s performance of the
Restrictive Covenants. CarMax shall at all times maintain the right to seek enforcement
of the Restrictive Covenants whether or not CarMax has previously refrained from
seeking enfarcement of any such Restrictive Covenant as to the Associate or any other
peer Assaciate who has signed an agreement with similar covenants.

Definitions: Headings and Numbers; Construction. A term defined in any part of this
Agreement shall have the defined meaning wherever such term is used herein. The
headings contained in this Agreement are for reference purposes only and shall not affect
in any manner the meaning or interpretation of this Agreement. Where appropriate to the
context of this Agreement, use of the singular shall be deemed also to refer to the plural,
and use of the plural to the singular. This Agreement shall be construed and enforced
without any presumption or construction against the party drafting the Agreement.

Counterparts. This Agreement may be executed in separate counterparts, each of which
shall be deemed an original but both of which taken together shall constitute but one and
the same instrument.

Governing Laws and Forum. This Agreement shall be governed by, construed and
enforced in accordance with the laws of the Commonwealth of Virginia without regard to
conflicts of laws principles thereof. In the event of any litigation between CarMax and
Associate related to the enforcement or enforceability of the Restrictive Covenants, the
parties agree that the Circuit Court for the County of Henrico, Virginia, shall have
mandatory and exclusive jurisdiction and venue of any such action.

Grants or Options. This Agreement does not affect the terms and conditions
controlling, or status of, any stock options or grants of restricted stock which previously
have been or later may be awarded to the Associate. Any vested stock options or grants
of restricted stock are governed by the terms of the letters by which they were made,
which are incorporated herein by reference as if set forth in full in this Agreement.

No Encumbrances. In entering into this Agreement, the Associate certifies that he
possesses the legal capacity to do so, and that his employment with CarMax is not in
violation of any other valid agreement. The Associate agrees to hold CarMax harmless
from any debts, judgments, or liens that the Associate acquired prior to entering into this
Agreement. If the Associate is currently involved in, or becomes involved in, a lawsuit
or any other legal proceeding unrelated to CarMax or any of its affiliates, subsidiaries, or
related entities (collectively, the “CarMax Entities™), the Associate warrants that such
CarMax Entities shall have no liability with respect to such lawsuit or legal proceeding
and agrees to fully indemnify the CarMax Entities for any and all fees, costs and other
expenses with respect to any such action.
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15.13 Opportunity to Review. The Associate acknowledges that he has read this Agreement
and has had an adequate opportunity to review it and to obtain any legal or financial
advice that the Associate deems appropriate. The Associate acknowledges that he has
signed this Agreement freely and voluntarily.

Avrticle 16. Protected Rights.

Notwithstanding any other terms and conditions of this Agreement:

The Associate understands that nothing contained in this Agreement limits the
Associate’s ability to file a charge or complaint with the Equal Employment Opportunity
Commission, the National Labor Relations Board, the Occupational Safety and Health
Administration, the Securities and Exchange Commission or any other federal, state or local
governmental agency or commission (“Government Agencies™). The Associate further
understands that this Agreement does not limit the Associate’s ability to communicate with any
Government Agencies or otherwise participate in any investigation or proceeding that may be
conducted by any Government Agency, including providing documents or other information,
without notice to CarMax. This Agreement does not limit the Associate’s right to receive an
award for information provided to any Government Agencies.

[Signature Page Follows]
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IN WITNESS WHEREOF, CarMax and the Associate have executed this Agreement as of
November 1, 2017.

By:  /s/ Charles J. Wilson

Printed Name: Charles J. Wilson

CarMax, Inc.

By:  /s/ Eric M. Margolin

Name: Eric M. Margolin

Title: Executive Vice President, General Counsel and
Corporate Secretary
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EXHIBIT A

AGREEMENT AND GENERAL RELEASE

This Agreement and General Release (the “Agreement and General Release™), dated as of

__,20__, is made by and between CarMax, Inc., for itself and its affiliates, subsidiaries,
divisions, successors and assigns in such capacity, and the current, future and former employees,
officers, directors, trustees and agents thereof (collectively referred to throughout this Agreement
as the “Company”) and (“Associate™), for him/herself and his/her
heirs, executors, administrators, successors and assigns (together with Associate, collectively
referred to throughout this Agreement and General Release as “Employee™) agree:

1. Last Day of Employment. The Associate’s last day of employment with the Company is

, 20__. In addition, effective as of , 20__, the Associate resigns from
the Associate’s position as of the Company, and will not be eligible for
any benefits or compensation after , 20__, other than as specifically provided in
Article 7, as applicable, of the Severance Agreement between the Company and the Associate
dated as of _,20__ (“severance Agreement”) and the Associate’s continued right,
if any, to indemnification and directors and officers liability insurance. In addition, effective as of

, 20__, the Assaciate resigns from all offices, directorships, trusteeships, committee
memberships and fiduciary capacities held with, or on behalf of, the Company or any benefit plans
of the Company. These resignations will hecome irrevocable as set forth in Section 3 below.

2. Consideration. The parties acknowledge that this Agreement and General Release is
being executed in accordance with Article 7.3 or 7.5 of the Severance Agreement, between the
Company and the Associate dated as of , 20__ (“Severance Agreement”) and
that this Agreement and General Release is a condition to the receipt by Employee of all
payments and benefits thereunder.

3. Revocation. The Associate may revoke this Agreement and General Release for a period
of seven (7) calendar days following the day the Associate executes this Agreement and General
Release. Any revocation within this period must be submitted, in writing, to the Company and
state, “I hereby revoke my acceptance of our Agreement and General Release.” The revocation
must be personally delivered or mailed to the Company’s at the
Company’s corporate office, or his/her designee, and, if mailed, postmarked within seven (7)
calendar days of execution of this Agreement and General Release. This Agreement and General
Release shall not become effective or enforceable until the revocation period has expired. If the
last day of the revocation period is a Saturday, Sunday, or legal holiday in Virginia, then the
revocation period shall not expire until the next following day that is not a Saturday, Sunday, or
legal holiday.

4, General Release of Claims. Employee knowingly and voluntarily releases and forever
discharges the Company from any and all claims, rights, causes of action, demands, damages, fees,
costs, expenses, including attorneys® fees, and liabilities of any kind whatsoever, whether known
or unknown, against the Company, that Employee has, has ever had or may have as of the date of
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execution of this Agreement and General Release, including, but not limited to, any alleged
violation of:

° The Age Discrimination in Employment Act of 1967, as amended;

° The Older Workers Benefit Protection Act of 1990;

° Title V11 of the Civil Rights Act of 1964, as amended,

° The Civil Rights Act of 1991;

' Sections 1981 through 1988 of Title 42 of the United States Code, as amended;

® The Employee Retirement Income Security Act of 1974, as amended;
. The Immigration Reform and Control Act, as amended;

° The Americans with Disabilities Act of 1990, as amended;

) The Worker Adjustment and Retraining Notification Act, as amended,;

° The Occupational Safety and Health Act, as amended;
® The Family and Medical Leave Act of 1993;

° All other federal, state or local civil or human rights laws, whistleblower laws, or any other
local, state or federal law, regulations and ordinances;

° All public policy, contract, tort, or common laws; and
® All allegations for costs, fees, and other expenses including attorneys’ fees incurred in these
matters.

Notwithstanding anything herein to the contrary, the sole matters to which the Agreement and
General Release do not apply are: (i) Employee’s rights, if any, of indemnification and directors
and officers liability insurance coverage to which the Associate was entitled immediately prior to

__, 20__ with regard to the Associate’s service as an officer and director of the
Company; (ii) Employee’s rights under any tax-qualified pension plan or claims for accrued vested
benefits under any other employee benefit plan, policy or arrangement maintained by the Company
or under the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended; (iii)
Employee’s rights under Article 7.3 or 7.5 of the Severance Agreement, as the case may be; (iv)
Employee’s rights as a stockholder of the Company; (v) Employee’s right to file charges or
complaints with the Equal Employment Opportunity Commission, the National Labor Relations
Board, the Occupational Safety and Health Administration, the Securities and Exchange
Commission or any other federal, state or local governmental agency or commission
(“Government Agencies”), although Employee waives the Associate’s right to recover any
damages or other relief in any claim or suit brought by or through the Government Agencies on
behalf of Employee under the Age Discrimination in Employment Act, Title V11 of the Civil Rights
Act of 1964 as amended, the Americans with Disabilities Act, or any other federal or state
discrimination law, except where such waivers are prohibited by law, provided, however, this
Agreement and General Release does not limit Employee’s right to receive an award for
information provided to any Government Agencies; (vi) Employee’s rights to file charges with
the Equal Employment Opportunity Commission, or any government agency concerning claims
of discrimination, although Employee waives the Associate’s right to recover any damages or other
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relief in any claim or suit brought by or through the Equal Employment Opportunity Commission
or any other federal, state or local agency on behalf of Employee under the Age Discrimination in
Employment Act, Title VII of the Civil Rights Act of 1964 as amended, the Americans with
Disabilities Act, or any other federal or state discrimination law, except where such waivers are
prohibited by law; and (vii) Employee’s rights that cannot be released by private agreement under
applicable law.

5. Affirmations. Employee affirms that the Associate has been paid or has received all
compensation, wages, bonuses, commissions, and/or benefits to which the Associate may be
entitled and no other compensation, wages, bonuses, commissions and benefits are due to the
Associate, except as provided in Article 7.3 or 7.5 of the Severance Agreement, as applicable. The
Employee also affirms the Associate has no known workplace injuries.

6. Return of Property. Employee represents that the Associate has returned to the Company
all property belonging to the Company, including but not limited to any vehicle, laptop, cell phone,
keys, access cards, phone cards and credit cards, and all Protected Information as defined in Article
10 of the Severance Agreement.

T Cooperation. Employee agrees to reasonably cooperate with the Company to provide
truthful and accurate information in connection with any administrative proceeding, arbitration,
or litigation relating to any matter that occurred during the Associate’s employment with the
Company in which the Associate was involved or of which the Associate has knowledge.
Employee further understands that this Agreement and General Release does not limit
Employee’s ability to communicate with any Government Agencies or otherwise participate in
any investigation or proceeding that may be conducted by any Government Agency, including
providing documents or other information, without notice to the Company.

8. Governing Law and Interpretation. This Agreement and General Release shall be governed
and construed in accordance with the laws of the Commonwealth of Virginia, without reference to
Virginia's choice of law statutes or decisions. In the event Employee or the Company breaches
any provision of this Agreement and General Release, Employee and the Company acknowledge
that either may institute an action to specifically enforce any term or terms of this Agreement and
General Release pursuant to the dispute resolution provisions of Article 14 of the Severance
Agreement. Should any provision of this Agreement and General Release be declared illegal or
unenforceable by any court of competent jurisdiction and should the provision be incapable of
being modified to be enforceable, such provision shall immediately become null and void, leaving
the remainder of this Agreement and General Release in full force and effect. Nothing herein,
however, shall operate to void or nullify any enforceable general release language contained in
this Agreement and General Release.

9. No Admission of Wrongdoing. Employee agrees neither this Agreement and General
Release nor the furnishing of the consideration for this Agreement and General Release shall be
deemed or construed at any time for any purpose as an admission by the Company of any liability
or unlawful conduct of any kind.
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10.  Amendment. This Agreement and General Release may not be modified, altered or
changed except upon express written consent of both parties wherein specific reference is made to
this Agreement and General Release.

11.  Entire Agreement. This Agreement and General Release sets forth the entire agreement
between the parties hereto and fully supersedes any prior agreements or understandings between
the parties; provided, however, that notwithstanding anything in this Agreement and General
Release, the provisions in the Severance Agreement that are intended to survive termination of the
Severance Agreement, including but not limited to those contained in Articles 8, 9, 10, 11 and 14
shall survive and continue in full force and effect. Employee acknowledges the Associate has not
relied on any representations, promises, or agreements of any kind made to the Associate in
connection with the Associate’s decision to accept this Agreement and General Release.

EMPLOYEE HAS BEEN ADVISED THAT ASSOCIATE HAS UP TO TWENTY-ONE (21)
CALENDAR DAYS TO REVIEW AND CONSIDER THIS AGREEMENT AND GENERAL
RELEASE AND HAS BEEN ADVISED IN WRITING TO CONSULT WITH AN ATTORNEY
PRIOR TO EXECUTION OF THIS AGREEMENT AND GENERAL RELEASE.

EMPLOYEE AGREES ANY MODIFICATIONS, MATERIAL OR OTHERWISE, MADE TO
THIS AGREEMENT AND GENERAL RELEASE DO NOT RESTART OR AFFECT IN ANY
MANNER THE ORIGINAL TWENTY-ONE (21) CALENDAR DAY CONSIDERATION
PERIOD.

HAVING ELECTED TO EXECUTE THIS AGREEMENT AND GENERAL RELEASE, TO
FULFILL THE PROMISES SET FORTH HEREIN, AND TO RECEIVE THE SUMS AND
BENEFITS SET FORTH IN THE SEVERANCE AGREEMENT, TO WHICH EMPLOYEE
WOULD NOT OTHERWISE BE ENTITLED, EMPLOYEE FREELY AND KNOWINGLY,
AND AFTER DUE CONSIDERATION, ENTERS INTO THIS AGREEMENT AND GENERAL
RELEASE INTENDING TO WAIVE, SETTLE AND RELEASE ALL CLAIMS EMPLOYEE
HAS OR MIGHT HAVE AGAINST THE COMPANY AS SET FORTH HEREIN.

IN WITNESS WHEREOF, the parties hereto knowingly and voluntarily executed this
Agreement and General Release as of the date first above written:

CarMax, Inc.:

By:
Name:
Title:
Date:
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Associate/Employee:

Name:
Date:
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EXHIBIT 31.1
Certification of the Chief Executive Officer
Pursuant to Rule 13a-14(a)

I, William D. Nash, certify that:
1. I have reviewed this quarterly report on Form 10-Q of CarMax, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and
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b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

Date: January 6, 2023
/s/ William D. Nash
William D. Nash
President and
Chief Executive Officer
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EXHIBIT 31.2
Certification of the Chief Financial Officer
Pursuant to Rule 13a-14(a)

I, Enrique N. Mayor-Mora, certify that:
1. I have reviewed this quarterly report on Form 10-Q of CarMax, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial
information; and
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b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

Date: January 6, 2023

/s/ Enrique N. Mayor-Mora
Enrique N. Mayor-Mora

Executive Vice President and
Chief Financial Officer
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EXHIBIT 32.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the CarMax, Inc. (the "company") Quarterly Report on Form 10-Q for the period ended November 30, 2022, as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, William D. Nash, President and Chief Executive
Officer of the company, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the company as of, and for, the periods presented in the Report.

Date: January 6, 2023 By: /s/ William D. Nash
William D. Nash

President and
Chief Executive Officer
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EXHIBIT 32.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the CarMax, Inc. (the "company") Quarterly Report on Form 10-Q for the period ended November 30, 2022, as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, Enrique N. Mayor-Mora, Executive Vice President and
Chief Financial Officer of the company, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as

amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the company as of, and for, the periods presented in the Report.

Date: January 6, 2023 By: /s/ Enrique N. Mayor-Mora

Enrique N. Mayor-Mora
Executive Vice President and

Chief Financial Officer
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Document And Entity
Information - shares

Entity Information [Line Items]
Document Type
Document Quarterly Report
Document Period End Date
Document Transition Report
Entity File Number
Entity Registrant Name
Entity Central Index Key
Current Fiscal Year End Date
Document Fiscal Year Focus

Document Fiscal Period Focus
Amendment Flag

9 Months Ended
Nov. 30, 2022

10-Q

true

Nov. 30, 2022
false

1-31420
CARMAX, INC.
0001170010
--02-28

2023

Q3

false

Entity Incorporation. State or Country Code VA

Entity Tax Identification Number
Entity Address, Address Line One

Entity Address, City or Town
Entity Address, State or Province
Entity Address, Postal Zip Code
City Area Code

Local Phone Number

Title of 12(b) Security

Trading Symbol

Security Exchange Name

Entity Current Reporting Status
Entity Interactive Data Current
Entity Filer Category

Entity Small Business

Entity Emerging Growth Company

Entity Shell Company

54-1821055

12800 Tuckahoe Creek Parkway
Richmond,

VA

23238

804

747-0422

Common Stock

KMX

NYSE

Yes

Yes

Large Accelerated Filer
false

false

false

Entity Common Stock, Shares Outstanding
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Consolidated Statements Of
Earnings - USD ()
shares in Thousands, $ in
Thousands
SALES AND OPERATING REVENUES:
NET SALES AND OPERATING REVENUES

TOTAL COST OF SALES
GROSS PROFIT
CARMAX AUTO FINANCE INCOME

Selling, general and administrative expenses

Depreciation, Depletion and Amortization. Nonproduction

Interest expense

Other income

Earnings before income taxes

Income tax provision

NET EARNINGS

WEIGHTED AVERAGE COMMON SHARES:
Basic, shares

Diluted, shares

NET EARNINGS PER SHARE:

Basic (in dollars per share)

Diluted (in dollars per share)

Used vehicle sales

SALES AND OPERATING REVENUES:
NET SALES AND OPERATING REVENUES

TOTAL COST OF SALES

Wholesale vehicle sales

SALES AND OPERATING REVENUES:
NET SALES AND OPERATING REVENUES
TOTAL COST OF SALES

Total other sales and revenues

SALES AND OPERATING REVENUES:
NET SALES AND OPERATING REVENUES
TOTAL COST OF SALES

NET SALES AND OPERATING REVENUES
Percentage of Sales

Item as a percent of net sales and operating revenues

TOTAL COST OF SALES

Percentage of Sales
Item as a percent of net sales and operating revenues

GROSS PROFIT
Percentage of Sales
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3 Months Ended
Nov. 30, Nov. 30,

2022 2021
$ $
6,505,956 8,527,759
5,929,268 7,691,199
576,688 836,560
152,196 165,968
591,727 575,930
57,377 54,428
30,150 24,303
(363) (8,094)
49,993 355,961
12,413 86,523
$37,580 $269,438
158,003 162,006
158,536 164,873
$0.24 $1.66
$0.24 $1.63
$ $
5,204,584 6,435,590
4,801,790 5,927,237
1,152,207 1,922,283
1,037,534 1,710,103
149,165 169,886
$89,944 $53,859
100.00% 100.00%
91.10% 90.20%

9 Months Ended

Nov. 30,

2022

$

Nov. 30,
2021

$

23,962,380 24,213,717
21,773,156 21,637,164

2,189,224
539,538
1,914,508
170,717
91,670
(2,303)
554,170
138,420
$ 415,750

159,044
160,195

$2.61
$2.60

$

2,576,553
607,732
1,704,285
157,107
67,247
(35,453)
1,291,099
299,638

$ 991,461

162,710
165,606

$ 6.09
$5.99

$

18,503,159 18,697,300
17,041,898 17,085,416

4,959,050
4,512,053

500,171
$ 219,205

100.00%

90.90%

4,998,212
4,411,175

518,205
$ 140,573

100.00%

89.40%
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Item as a percent of net sales and operating revenues
CARMAX AUTO FINANCE INCOME
Percentage of Sales

Item as a percent of net sales and operating revenues
Selling, general and administrative expenses
Percentage of Sales

Item as a percent of net sales and operating revenues
Depreciation and Amortization, Nonproduction
Percentage of Sales

Item as a percent of net sales and operating revenues
Interest expense

Percentage of Sales
Item as a percent of net sales and operating revenues

Other income
Percentage of Sales
Item as a percent of net sales and operating revenues

Earnings before income taxes
Percentage of Sales

Item as a percent of net sales and operating revenues

Income tax provision
Percentage of Sales
Item as a percent of net sales and operating revenues

NET EARNINGS

Percentage of Sales
Item as a percent of net sales and operating revenues

NET SALES AND OPERATING REVENUES | Used vehicle

sales
Percentage of Sales
Item as a percent of net sales and operating revenues

NET SALES AND OPERATING REVENUES | Wholesale

vehicle sales
Percentage of Sales
Item as a percent of net sales and operating revenues

NET SALES AND OPERATING REVENUES | Total other

sales and revenues
Percentage of Sales
Item as a percent of net sales and operating revenues

TOTAL COST OF SALES | Used vehicle sales

Percentage of Sales
Item as a percent of net sales and operating revenues

TOTAL COST OF SALES | Wholesale vehicle sales

Percentage of Sales
Item as a percent of net sales and operating revenues

TOTAL COST OF SALES | Total other sales and revenues
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8.90%

2.30%

9.10%

0.90%

0.50%

0.00%

0.80%

0.20%

0.60%

80.00%

17.70%

2.30%

73.80%

15.90%

9.80%

1.90%

6.80%

0.60%

0.30%

(0.10%)

4.20%

1.00%

3.20%

75.50%

22.50%

2.00%

69.50%

20.10%

9.10%

2.30%

8.00%

0.70%

0.40%

0.00%

2.30%

0.60%

1.70%

77.20%

20.70%

2.10%

71.10%

18.80%

10.60%

2.50%

7.00%

0.60%

0.30%

(0.10%)

5.30%

1.20%

4.10%

77.20%

20.60%

2.10%

70.60%

18.20%
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Percentage of Sales
Item as a percent of net sales and operating revenues 1.40% 0.60% 0.90% 0.60%
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Consolidated Statements Of 3 Months Ended 9 Months Ended

Comprehensive Income -
USD ($) Nov.30, Nov.30, Nov.30, Nov. 30,

$ in Thousands 2022 2021 2022 2021

Statement of Comprehensive Income [Abstract]

NET EARNINGS $ 37,580 $269,438 $415,750 $991,461
Other comprehensive income, net of taxes:

Net change in retirement benefit plan unrecognized actuarial

losses 482 659 1,444 1,976

Net change in cash flow hedge unrecognized gains 24,939 11,383 102,398 16,414
Other comprehensive income (loss), net of taxes 25,421 12,042 103,842 18,390
TOTAL COMPREHENSIVE INCOME $ 63,001 $281,480 $519,592 $1,009,851
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Consolidated Balance Sheets
- USD ()
$ in Thousands
CURRENT ASSETS:
Cash and cash equivalents
Restricted cash from collections on auto loans receivable

Accounts receivable, net
Inventory

Other current assets

TOTAL CURRENT ASSETS

Auto loans receivable, net of allowance for loan losses of $491.047 and $433.030 as of
November 30, 2022 and February 28. 2022. respectively

Property and equipment, net of accumulated depreciation of $1.585.271 and $1.437.548

as of November 30, 2022 and February 28, 2022, respectively
Deferred Income Tax Assets, Net

Operating lease assets

Goodwill

Other assets

TOTAL ASSETS

CURRENT LIABILITIES:

Accounts payable

Accrued expenses and other current liabilities

Current portion of operating lease liabilities

Current portion of long-term debt

Current portion of non-recourse notes payable

TOTAL CURRENT LIABILITIES

Long-term debt, excluding current portion

Non-recourse notes payable, excluding current portion
Operating lease liabilities, excluding current portion

Other liabilities

TOTAL LIABILITIES

Commitments and contingent liabilities

SHAREHOLDERS’ EQUITY:

Common stock, $0.50 par value; 350,000,000 shares authorized; 158,019,398 and
161,053,983 shares issued and outstanding as of November 30, 2022 and February 28,
2022, respectively

Capital in excess of par value

Accumulated other comprehensive income (loss)

Retained earnings

TOTAL SHAREHOLDERS’ EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY
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Nov. 30, Feb. 28,
2022 2022
$ 688,618 $ 102,716
466,525 548,099
246,794 560,984
3,414,937 5,124,569
167,143 212,922
4,984,017 6,549,290
16,240,832 15,289,701
3,375,001 3,209,068
87,262 120,931
529,781 537,357
141,258 141,258
580,790 490,659

25,938,94126,338,264

802,780 937,717
496,202 533,271
51,215 44,197
112,708 11,203
474,147 521,069

1,937,052 2,047,457
1,903,223 3,255,304
15,737,459 14,919,715
509,106 523,269
364,528 357,080
20,451,36821,102,825

79,010 80,527

1,697,062 1,677,268
57420  (46,422)
3,654,081 3,524,066
5,487,573 5,235,439

$ $
25,938,94126,338,264


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com

Consolidated Balance Sheets

(Parenthetical) - USD ($) Nov. 30, Feb. 28,

$ in Thousands 2022 2022
Statement of Financial Position [Abstract]
Financing Receivable, Allowance for Credit Loss $491,047  $433,030
Accgmulated Depreciation, Depletion and Amortization, Property, Plant, and $1.585271 $ 1.437.548
Equipment
Common Stock, Par or Stated Value Per Share $0.50 $0.50
Common Stock, Shares Authorized 350,000,000 350,000,000
Common Stock, Shares, Issued 158,019,398 161,053,983
Common stock, shares outstanding 158,019,398 161,053,983
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Consolidated Statements Of
Cash Flows - USD ($)
$ in Thousands

OPERATING ACTIVITIES:
Net earnings

Adjustments to reconcile net earnings to net cash provided by (used in) operating

activities:

Depreciation and amortization
Share-based compensation expense
Provision for loan losses

Provision for cancellation reserves
Deferred income tax (benefit) provision
Other

Net decrease (increase) in:

Accounts receivable, net

Inventory

Other current assets

Auto loans receivable, net

Other assets

Net (decrease) increase in:

Accounts payable, accrued expenses and other current liabilities and accrued income

taxes

Other liabilities

Net Cash Provided by (Used in) Operating Activities
INVESTING ACTIVITIES:

Capital expenditures

Proceeds from disposal of property and equipment
Proceeds from Sales of Business, Affiliate and Productive Assets
Purchases of investments

Sales and returns of investments

Payments to Acquire Businesses, Net of Cash Acquired
Net Cash Provided by (Used in) Investing Activities
FINANCING ACTIVITIES:

Proceeds from issuances of long-term debt

Payments on long-term debt

Cash paid for debt issuance costs

Payments on finance lease obligations

Issuances of non-recourse notes payable

Payments on non-recourse notes payable

Repurchase and retirement of common stock
Equity issuances

Net Cash Provided by (Used in) Financing Activities

Increase (decrease) in cash., cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash at beginning of year
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9 Months Ended

Nov.30, Nov. 30,
2022 2021

$ 415,750 $991,461
202,655 200,819
64,974 108,962
218,967 87,342
79,924 91,607
(2,178) 19,564
8,879 (26,808)
314,190 (290,346)
1,709,632  (1,502,323)
149,777 (13,615)
(1,170,098) (1,764,693)
(43,502) (18,309)
(195,154) 170,474
(91,739) (136,780)
1,662,077 (2,082,645)
(319,486)  (226,903)
3,806 260
0 12,284
(6,460) (13,676)
3,486 36,915
0 (241,563)
(318,654) (432,683)
2,863,500 5,804,200
(4,116,775) (4,524,973)
(13,987) (14,473)
(10,056) (8,822)
11,351,696 11,217,298
(10,581,076)(9,565,649)
(333,814)  (475,950)
13,504 76,310
(827,008) 2,507,941
516,415 (7,387)
803,618 771,947
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CASH. CASH EQUIVALENTS AND RESTRICTED CASH AT END OF PERIOD

RECONCILIATION OF CASH, CASH EQUIVALENTS AND RESTRICTED
CASH TO THE CONSOLIDATED BALANCE SHEETS:

Cash and cash equivalents
Restricted cash from collections on auto loans receivable

Restricted cash included in other assets
CASH, CASH EQUIVALENTS AND RESTRICTED CASH AT END OF PERIOD
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1,320,033 764,560

688,618 62,598
466,525 552,487
164,890 149,475
$ 1,320,033 $ 764,560
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Consolidated Statements of
Shareholders' Equity
Statement - USD ($)
$ in Thousands

BALANCE, SHARES at Feb. 28, 2021
BALANCE at Feb. 28, 2021
Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings

Other Comprehensive Income (Loss),
Net of Tax

APIC, Share-based Payment
Arrangement, Increase for Cost
Recognition

Stock Repurchased and Retired During
Period, Shares

Stock Repurchased and Retired During
Period. Value

Share-based Compensation Arrangement

by Share-based Payment Award,
Options, Exercises in Period

Stock Issued During Period. Value,
Stock Options Exercised

Shares Issued, Shares, Share-based
Payment Arrangement, after Forfeiture
Shares Issued, Value, Share-based
Payment Arrangement, after Forfeiture
BALANCE, SHARES at May. 31, 2021

BALANCE at May. 31, 2021
BALANCE, SHARES at Feb. 28, 2021
BALANCE at Feb. 28, 2021

Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings
Other Comprehensive Income (Loss).
Net of Tax

BALANCE, SHARES at Nov. 30, 2021
BALANCE at Nov. 30, 2021
BALANCE., SHARES at May. 31, 2021

BALANCE at May. 31, 2021
Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings
Other Comprehensive Income (Loss).
Net of Tax

Total

Common

Stock

[Member]
163,172,000

$ 4,364,613 $ 81,586

436,756
2,937

20,102

(124,542)

21,590

(17,975)

4,703,481

4,364,613

991,461
18,390

5,109,796

4,703,481

285,267
3,411

(998,000)

$ (499)

375,000

$ 187
254,000

$ 127

162,803,000

$ 81,401

163,172,000

$ 81,586

161,872,000

$ 80,936

162,803,000

$ 81,401

Additional Retained AOCI
Paid-in . Attributable to
. Earnings
Capital [Member] Parent
[Member] [Member]
$ 1,513,821 $ 2,887,897 § (118,691)
436,756
2,937
20,102
(9,348) (114,695)
21,403
(18,102)
1,527,876 3,209,958 (115,754)
1,513,821 2,887,897 (118,691)
1,672,728 3,456,433 (100,301)
1,527,876 3,209,958 (115,754)
285,267
3,411
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APIC, Share-based Payment
Arrangement, Increase for Cost 14,116

Recognition
Adjustments to Additional Paid in

Capital, Other

Stock Issued During Period, Value,
Acquisitions

Stock Issued During Period, Shares,
Acquisitions

Stock Repurchased and Retired During
Period, Shares

Stock Repurchased and Retired During
Period, Value

Share-based Compensation Arrangement
by Share-based Payment Award,
Options, Exercises in Period

Stock Issued During Period, Value,
Stock Options Exercised

Shares Issued, Shares, Share-based
Payment Arrangement, after Forfeiture
Shares Issued. Value, Share-based
Payment Arrangement, after Forfeiture
BALANCE, SHARES at Aug. 31,2021
BALANCE at Aug. 31,2021 4,915,179
Increase (Decrease) in Stockholders'

Equity [Roll Forward]

90,571

(220,045)

38,496

(118)

Net earnings 269,438
Other Comprehensive Income (Loss).

Net of Tax 12,042
APIC, Share-based Payment

Arrangement, Increase for Cost 12,347

Recognition

Stock Repurchased and Retired During
Period, Shares

Stock Repurchased and Retired During
Period. Value

Share-based Compensation Arrangement
by Share-based Payment Award,
Options, Exercises in Period

Stock Issued During Period, Value,

(115,346)

Stock Options Exercised 16,223
Shares Issued, Shares, Share-based

Payment Arrangement, after Forfeiture

Shares Issued. Value, Share-based (87)

Payment Arrangement, after Forfeiture
BALANCE. SHARES at Nov. 30, 2021

14,116
90,183

$ 388

776,000

(1,754,000)

$(877) (17,164

621,000
$311 38,185
24,000

$12 (130)
162,470,000

$ 81,235 1,653,066

12,347

(851,000)

$(425)  (8,695)

253,000
$ 126 16,097
0

$0 (87)
161,872,000
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(202,004)

3,293,221

269,438

(106,226)

(112,343)

12,042
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BALANCE at Nov. 30, 2021 $ 5,109,796 $ 80,936 1,672,728
BALANCE, SHARES at Feb. 28,2022 161,053,983 161,054,000
BALANCE at Feb. 28, 2022 $ 5,235,439 $ 80,527 1,677,268

Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings 252,265

Other Comprehensive Income (Loss),

Net of Tax 52,314

APIC, Share-based Payment

Arrangement, Increase for Cost 21,594 21,594

Recognition
Stock Repurchased and Retired During
Period, Shares

(1,644,000)

Stock Repurchased and Retired During
Period, Value

Share-based Compensation Arrangement
by Share-based Payment Award, 49,000
Options, Exercises in Period

Stock Issued During Period. Value,

(157,594)  $(822)  (17,207)

Stock Options Exercised 3,442 $24 3,418
Shares Issued, Shares, Share-baseq 155.000

Payment Arrangement, after Forfeiture ’

Shares Issued. Value, Share-based

Payment Arrangement, after Forfeiture (6,823) 578 (6,901)
BALANCE, SHARES at May. 31, 2022 159,614,000
BALANCE at May. 31, 2022 $ 5,400,637 $ 79,807 1,678,172
BALANCE. SHARES at Feb. 28, 2022 161,053,983 161,054,000
BALANCE at Feb. 28, 2022 $ 5,235,439 $ 80,527 1,677,268
Increase (Decrease) in Stockholders'

Equity [Roll Forward]

Net earnings 415,750

Other Comprehensive Income (Loss), $ 103,842

Net of Tax

Share-based Compensation Arrangement

by Share-based Payment Award, (208,000)

Onptions, Exercises in Period
BALANCE, SHARES at Nov. 30,2022 158,019,398 158,019,000

BALANCE at Nov. 30, 2022 $ 5,487,573 $79,010 1,697,062
BALANCE, SHARES at May. 31, 2022 159,614,000
BALANCE at May. 31, 2022 5,400,637 §$79,807 1,678,172

Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings 125,905
Other Comprehensive Income (Loss).
Net of Tax 26,107
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3,456,433

3,524,066

252,265

(139,565)

3,636,766

3,524,066

3,654,081

3,636,766

125,905

(100,301)

(46,422)

52,314

5,892

(46,422)

57,420

5,892

26,107
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APIC, Share-based Payment
Arrangement, Increase for Cost 15,062 15,062

Recognition

Stock Repurchased and Retired During
Period, Shares

Stock Repurchased and Retired During
Period, Value

Share-based Compensation Arrangement
by Share-based Payment Award, 155,000
Options, Exercises in Period

Stock Issued During Period, Value,
Stock Options Exercised

Shares Issued. Shares, Share-based
Payment Arrangement, after Forfeiture

Shares Issued, Value, Share-based
Payment Arrangement, after Forfeiture (307) §2 (309)

BALANCE, SHARES at Aug. 31, 2022 158,044,000
BALANCE at Aug. 31, 2022 5,414,227 §$79,022 1,684,408 3,618,798 31,999

Increase (Decrease) in Stockholders'
Equity [Roll Forward]

Net earnings 37,580 37,580

Other Comprehensive Income (Loss),
Net of Tax

APIC, Share-based Payment
Arrangement, Increase for Cost 12,797 12,797

Recognition
Stock Repurchased and Retired During
Period, Shares

Stock Repurchased and Retired During
Period, Value

Share-based Compensation Arrangement
by Share-based Payment Award, 4,000
Onptions, Exercises in Period

Stock Issued During Period. Value,

(1,730,000)

(163,017) $(865)  (18,279) (143,873)

9,840 $78 9,762

5,000

25,421 25,421

(30,000)

(2,632)  $(15) (320) (2,297)

Stock Options Exercised 220 $2 218
Shares Issued, Shares, Share-based 1.000

Payment Arrangement, after Forfeiture ’

Shares Issued. Value, Share-based $ (40) $ 1 (41)

Payment Arrangement,. after Forfeiture
BALANCE, SHARES at Nov. 30, 2022 158,019,398158,019,000
BALANCE at Nov. 30, 2022 $ 5,487,573 $ 79,010 $ 1,697,062 $ 3,654,081 $ 57,420
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Supplemental Cash Flow
Information
Supplemental Cash Flow
Elements [Abstract]
Schedule of Cash Flow,
Supplemental Disclosures

Table Text Block

Cash Flow, Supplemental

Disclosures [Text Block

Supplemental Cash Flow Information
Supplemental disclosures of cash flow information:

(In thousands)

9 Months Ended
Nov. 30, 2022

Nine Months Enc
2022

Non-cash investing and financing activities:

Increase in accrued capital expenditures

See Note 14 for supplemental cash flow information related to leases.

(In thousands)

3,123

Nine Months Enc
2022

Non-cash investing and financing activities:

Increase in accrued capital expenditures
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Supplemental Cash Flow 9 Months Ended
Information Supplemental
Cash Flow Information Nov. 30,2022

Supplemental Cash Flow

Elements [Abstract]

Cash Flow, Supplemental

Disclosures [Text Block (In thousands) 2022

Non-cash investing and financing activities:

Nine Months Enc

Increase in accrued capital expenditures $ 3,123
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Supplemental Cash Flow 9 Months Ended
Information Supplemental
Cash Flow Information -
USD (8)
$ in Thousands
Supplemental Cash Flow Elements [Abstract]
Capital Expenditures Incurred but Not yet Paid $ 3,123 $9,933

Nov. 30, 2022 Nov. 30, 2021
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Background

Organization, Consolidation

and Presentation of
Financial Statements
[Abstract]

Business Description and
Accounting Policies [Text

Block]

9 Months Ended
Nov. 30, 2022

Background

Business. CarMax, Inc. (“we,” “our,” “us,” “CarMax” and “the company”), including its wholly
owned subsidiaries, is the nation’s largest retailer of used vehicles. We operate in two reportable
segments: CarMax Sales Operations and CarMax Auto Finance (“CAF”). Our CarMax Sales
Operations segment consists of all aspects of our auto merchandising and service operations,
excluding financing provided by CAF. Our CAF segment consists solely of our own finance
operation that provides financing to customers buying retail vehicles from CarMax. On June 1,
2021, we completed the acquisition of Edmunds Holding Company (“Edmunds”), which does
not meet the quantitative thresholds to be considered a reportable segment. See Note 17 for
additional information on our reportable segments and Note 2 for additional information regarding
our acquisition of Edmunds.

We deliver an unrivaled customer experience by offering a broad selection of quality used vehicles
and related products and services at competitive, no-haggle prices using a customer-friendly
sales process. Our omni-channel platform, which gives us the largest addressable market in
the used car industry, empowers our retail customers to buy a car on their terms — online, in-
store or an integrated combination of both. We offer customers a range of related products and
services, including the appraisal and purchase of vehicles directly from consumers; the financing
of retail vehicle purchases through CAF and third-party finance providers; the sale of extended
protection plan (“EPP”) products, which include extended service plans (“ESPs”) and guaranteed
asset protection (“GAP”); and vehicle repair service. Vehicles purchased through the appraisal
process that do not meet our retail standards are sold to licensed dealers through on-site or virtual
wholesale auctions.

Basis of Presentation and Use of Estimates. The accompanying interim unaudited consolidated
financial statements include the accounts of CarMax and our wholly owned subsidiaries. All
significant intercompany balances and transactions have been eliminated in consolidation. These
interim unaudited consolidated financial statements have been prepared in conformity with U.S.
generally  accepted  accounting  principles  (“GAAP”) for interim  financial
information. Accordingly, they do not include all of the information and footnotes required
by U.S. GAAP for complete financial statements. In the opinion of management, such interim
consolidated financial statements reflect all normal recurring adjustments considered necessary to
present fairly the financial position and the results of operations and cash flows for the interim
periods presented. The results of operations for the interim periods are not necessarily indicative
of the results to be expected for the full fiscal year.

The accounting policies followed in the presentation of our interim financial results are consistent
with those included in the company’s Annual Report on Form 10-K for the fiscal year ended
February 28, 2022 (the “2022 Annual Report”), with the exception of those related to recent
accounting pronouncements adopted in the current fiscal year. These interim unaudited
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consolidated financial statements should be read in conjunction with the audited consolidated

financial statements and footnotes included in our 2022 Annual Report.

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and
expenses and the disclosure of contingent assets and liabilities. Actual results could differ from
those estimates. In particular, the novel coronavirus (“COVID-19”) pandemic and the resulting
adverse impacts to global economic conditions, as well as our operations, may impact future
estimates including, but not limited to, our allowance for loan losses, inventory valuations, fair
value measurements, downward adjustments to investments in equity securities, asset impairment
charges, the effectiveness of the company’s hedging instruments, deferred tax valuation
allowances, cancellation reserves, actuarial losses on our retirement benefit plans and discount rate
assumptions. Certain prior year amounts have been reclassified to conform to the current year’s
presentation. Amounts and percentages may not total due to rounding.

Recent Accounting Pronouncements.

Effective in Future Periods

In September 2022, the Financial Accounting Standards Board (“FASB”) issued an accounting

pronouncement (ASU 2022-04) related to disclosure requirements for buyers in supplier finance
programs. The amendments in the update require that buyers disclose qualitative and quantitative
information about their supplier finance programs. Interim and annual requirements include
disclosure of outstanding amounts under the obligations as of the end of the reporting period, and
annual requirements include a rollforward of those obligations for the annual reporting period, as
well as a description of payment and other key terms of the programs. This update is effective
for annual periods beginning after December 15, 2022, and interim periods within those fiscal
years, except for the requirement to disclose rollforward information, which is effective for fiscal
years beginning after December 15, 2023. We plan to adopt this pronouncement for our fiscal year
beginning March 1, 2023, and we do not expect it to have a material effect on our consolidated

financial statements.
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Business Combinations and 3 Months Ended
Asset Acquisitions Nov. 30, 2022
Business Combination and
Asset Acquisition [Abstract]
Business Combination On June 1, 2021, we completed the acquisition of Edmunds Holding Company, one of the most well established and trusted online guides for au
Disclosure recognized leader in digital car shopping innovations. With this acquisition, CarMax has enhanced its digital capabilities and further strengthen

the used auto ecosystem while adding exceptional technology and creative talent. Edmunds continues to operate independently and remains focus
to consumers and excellent value to its dealer and Original Equipment Manufacturer (“OEM”) clients. Additionally, this acquisition allows bc
their respective capabilities to deliver an enhanced digital experience to their customers by leveraging Edmunds’ compelling content and technol
national scale and infrastructure, and the combined talent of both businesses.

The acquisition was accounted for in accordance with Accounting Standards Codification (“ASC”) Topic 805, Business Combinations, and, accor
operations have been consolidated in our financial statements since the date of acquisition. We recorded a preliminary allocation of the purchase |
liabilities assumed based on their estimated fair values as of June 1, 2021. The transaction costs associated with the acquisition were approxim:
expensed as incurred within selling, general and administrative expenses.

The following table summarizes the total purchase consideration:

(In thousands)

Total cash consideration for outstanding shares
Fair value of common stock

Fair value of preexisting relationship

Total

) Represents the issuance of 776,097 shares of CarMax common stock to Edmunds equity holders, the fair value of which was based on the market value of Ca

market close on the acquisition date (June 1, 2021).

In January 2020, we acquired a minority stake in Edmunds for $50 million. The noncontrolling equity investment in Edmunds was remeasured at :
prior to the acquisition of the remaining ownership stake on June 1, 2021, which resulted in the recognition of a gain of $8.7 million. The gain w.
in the consolidated statements of earnings for the second quarter of fiscal 2022.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of the acquisition:

(In thousands)

Cash

Accounts receivable, net
Other current assets
Property and equipment, net
Goodwill ¥

Intangible assets

Operating lease assets

Other assets

Total assets acquired

Accounts payable

Accrued expenses and other current liabilities
Current portion of operating lease liabilities
Deferred income taxes ¥

Operating lease liabilities, excluding current portion

Total liabilities assumed

Net assets acquired

@ During the third quarter of fiscal 2022, we obtained new information about facts and circumstances that existed as of the acquisition date, which resultea

of assets and liabilities recognized. The adjustments were primarily related to research and development tax credits, which resulted in a decrease in goody

income taxes of $8.4 million.
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The excess of purchase consideration over the fair value of net identifiable assets acquired and liabilities assumed was recorded as goodwill, whi
to expected synergies and the assembled workforce of the acquired business and was not deductible for tax purposes. The fair values assigned t
and liabilities assumed were based on management’s estimates and assumptions.

Identifiable intangible assets were recognized at their estimated acquisition date fair values. The fair value of identifiable intangible assets was ¢
estimates and assumptions that were not observable in the market. The fair values of the trade name asset and the internally developed software a
the relief-from-royalty method, and the fair value of the customer relationships asset was determined using the excess earnings method. Thesc
included significant assumptions such as the amount and timing of projected cash flows, growth rates, customer attrition rates, discount rates,
asset’s life cycle. The estimated fair value and estimated remaining useful lives of identifiable intangible assets as of the acquisition date were as

(In thousands) Useful Life (Years)

Trade name Indefinite $
Internally developed software 7

Customer relationships 17

Identifiable intangible assets $

The operating results of Edmunds have been included in our consolidated financial statements since the date of the acquisition. Net sales and
earnings attributable to Edmunds were not material for the reporting periods presented. Our pro forma results as if the acquisition had taken pla
2021 would not be materially different from the amounts reflected in the accompanying consolidated financial statements, and therefore were not
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Revenue

Revenue from Contract with

Customer [Abstract]

Revenue from Contract with

Customer [Text Block

9 Months Ended
Nov. 30, 2022

Revenue

We recognize revenue when control of the good or service has been transferred to the customer, generally either at the time of sale or upon d
contracts have a fixed contract price and revenue is measured as the amount of consideration we expect to receive in exchange for transferring g
We collect sales taxes and other taxes from customers on behalf of governmental authorities at the time of sale. These taxes are accounted for
included in net sales and operating revenues or cost of sales. We generally expense sales commissions when incurred because the amortization p
than one year. These costs are recorded within selling, general and administrative expenses. We do not have any significant payment terms as payn
after the point of sale.

Disaggregation of Revenue

Three Months Ended November 30 Nine Months Er

(In millions) 2022 2021 2022
Used vehicle sales $ 5,204.6 $ 6,4356 $ 18,503.2
Wholesale vehicle sales 1,152.2 1,922.3 4,959.1
Other sales and revenues:

Extended protection plan revenues 91.8 106.6 318.1

Third-party finance income/(fees), net 1.0 1.6 71

Advertising & subscription revenues 333 333 101.9

Service revenues 19.6 19.7 60.8

Other 3.5 8.7 123
Total other sales and revenues 149.2 169.9 500.2
Total net sales and operating revenues $ 6,506.0 $ 8,527.8  § 23,962.4

@ Excludes intersegment sales and operating revenues that have been eliminated in consolidation. See Note 17 for further details.

Used Vehicle Sales. Revenue from the sale of used vehicles is recognized upon transfer of control of the vehicle to the customer. As part of our ct
guarantee the retail vehicles we sell with a 30-day/1,500 mile, money-back guarantee. We record a reserve for estimated returns based on histo
The reserve for estimated returns is presented gross on the consolidated balance sheets, with a return asset recorded in other current assets and a
accrued expenses and other current liabilities. We also guarantee the used vehicles we sell with a 90-day/4,000-mile limited warranty. These warra
type warranties and are accounted for as warranty obligations. See Note 16 for additional information on this warranty and its related obligation.

Wholesale Vehicle Sales. Wholesale vehicles are sold at our auctions, and revenue from the sale of these vehicles is recognized upon transfer of
customer. Dealers also pay a fee to us based on the sale price of the vehicles they purchase. This fee is recognized as revenue at the time of sale.
disclosures on each wholesale vehicle sold, the vehicles are subject to a limited right of return. We record a reserve for estimated returns bas
and trends. The reserve for estimated returns is presented gross on the consolidated balance sheets, with a return asset recorded in other current

recorded in accrued expenses and other current liabilities.

EPP Revenues. We also sell ESP and GAP products on behalf of unrelated third parties, who are primarily responsible for fulfilling the contract,
a retail vehicle. The ESPs we currently offer on all used vehicles provide coverage up to 60 months (subject to mileage limitations), while GAP
term of their finance contract. We recognize revenue, on a net basis, at the time of sale. We also record a reserve, or refund liability, for estimated
reserve for cancellations is evaluated for each product and is based on forecasted forward cancellation curves utilizing historical experience, recent
customer base. Our risk related to contract cancellations is limited to the revenue that we receive. Cancellations fluctuate depending on the volt
financing default or prepayment rates, and shifts in customer behavior, including those related to changes in the coverage or term of the prod
estimated cancellation reserves is recognized as a component of accrued expenses and other current liabilities with the remaining amount recogni
Note 8 for additional information on cancellation reserves.

We are contractually entitled to receive profit-sharing revenues based on the performance of the ESPs administered by third parties. These reve
consideration included in EPP revenues to the extent that it is probable that it

will not result in a significant revenue reversal. An estimate of the amount to which we expect to be entitled, subject to various constraints, is rec
performance obligation of selling the ESP. These constraints include factors that are outside of the company’s influence or control and the length
apply the expected value method, utilizing historical claims and cancellation data from CarMax customers, as well as external data and other qu
estimate is reassessed each reporting period with changes reflected in other sales and revenues on our consolidated statements of earnings and othe
balance sheets. As of November 30, 2022 and February 28, 2022, no current or long-term contract asset was recognized related to cumulative
which we expect to be entitled.
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Third-Party Finance Income/(Fees). Customers applying for financing who are not approved or are conditionally approved by CAF are general
party finance providers. These providers generally either pay us or are paid a fixed, pre-negotiated fee per contract. We recognize these fees at th

Advertising and Subscription Revenues. Advertising and subscription revenues consist of revenues earned by our Edmunds business. Advertisin
advertising contracts with automotive manufacturers based on fixed fees per impression and fees for certain activities completed by customers on t
These fees are recognized in the period the impressions are delivered or certain activities occurred. Subscription revenues are derived from p:
dealers that include car leads, inventory listings and enhanced placement in Edmunds' dealer locator and are recognized over the period that the

to the dealers. Subscription revenues also include a digital marketing subscription service, which allows dealers to gain exposure on third party

for this service are recognized on a net basis.

Service Revenues. Service revenue consists of labor and parts income related to vehicle repair service, including repairs of vehicles covered under
program. Service revenue is recognized at the time the work is completed.

Other Revenues. Other revenues consist primarily of new vehicle sales and sales of accessories. Revenue in this category is
transfer of control to the customer.
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CarMax Auto Finance

CarMax Auto Finance

Income [Abstract]

CarMax Auto Finance

9 Months Ended
Nov. 30, 2022

CarMax Auto Finance

CAF provides financing to qualified retail customers purchasing vehicles from CarMax. CAF provides us the opportunity to capture additional
while managing our reliance on third-party finance sources. Management regularly analyzes CAF’s operating results by assessing profitability, |
loans receivable, including trends in credit losses and delinquencies, and CAF direct expenses. This information is used to assess CAF’s perfor
decisions, including resource allocation.

We typically use securitizations or other funding arrangements to fund loans originated by CAF. CAF income primarily reflects the interest and
auto loans receivable less the interest expense associated with the debt issued to fund these receivables, a provision for estimated loan losses and

CAF income does not include any allocation of indirect costs. Although CAF benefits from certain indirect overhead expenditures, we have nc
CAF to avoid making subjective allocation decisions. Examples of indirect costs not allocated to CAF include retail store expenses and corpc
except for auto loans receivable, which are disclosed in Note 5, CAF assets are not separately reported nor do we allocate assets to CAF becaus
be useful to management in making operating decisions.

Components of CAF Income

Three Months Ended November 30 Nine Months Endq

(In millions) 2022 % 2021 % @ 2022 % @
Interest margin:

Interest and fee income $ 365.4 88 § 330.0 86 $ 1,069.3 8.8 .

Interest expense (88.8) 2.1 (53.6) (1.4) (200.1) (1.6)
Total interest margin 276.6 6.7 276.4 7.2 869.2 7.2

Provision for loan losses (85.7) 2.1 (76.2) (2.0) (219.0) (1.8)
Total interest margin after provision for loan losses 190.9 4.6 200.2 52 650.2 5.4
Direct expenses:

Payroll and fringe benefit expense 1e.1) 0.4) (12.7) 0.3) (46.7) 0.4)

Depreciation and amortization 4.0) 0.1) 24 0.1) (11.6) (0.1)

Other direct expenses (18.7) 0.5) (19.2) (0.5) (52.4) 0.4)
Total direct expenses (38.8) 0.9) (34.3) 0.9) (110.7) 0.9)
CarMax Auto Finance income $ 152.2 37 § 166.0 43§ 539.5 44
Total average managed receivables $ 16,540.2 $ 15,288.8 $ 16,177.8 f

(1) Annualized percentage of total average managed receivables.

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com

Auto Loan Receivables

Receivables [Abstract]
Auto Loan Receivables

9 Months Ended
Nov. 30, 2022

Auto Loans Receivable

Auto loans receivable include amounts due from customers related to retail vehicle sales financed through CAF and are presented net of an al
losses. These auto loans represent a large group of smaller-balance homogeneous loans, which we consider to be part of one class of financing 1
segment for purposes of determining our allowance for loan losses. We generally use warehouse facilities to fund auto loans receivable originats
fund them through an asset-backed term funding transaction, such as a term securitization or alternative funding arrangement. We recognize trans:
into the warehouse facilities and asset-backed term funding transactions (together, “non-recourse funding vehicles”) as secured borrowings, which
loans receivable and the related non-recourse notes payable on our consolidated balance sheets. The majority of the auto loans receivable serve
non-recourse notes payable of $16.24 billion as of November 30, 2022, and $15.47 billion as of February 28, 2022. See Note 10 for additional in
and non-recourse notes payable.

Interest income and expenses related to auto loans are included in CAF income. Interest income on auto loans receivable is recognized when ¢
loan terms. All loans continue to accrue interest until repayment or charge-off. When a charge-off occurs, accrued interest is written off by rever
costs associated with loan originations are not considered material, and thus, are expensed as incurred. See Note 4 for additional information on (
Auto Loans Receivable, Net

As of November 30

(In millions) 2022

Asset-backed term funding $ 12,342.0 $
Warehouse facilities 3,420.9
Overcollateralization 688.1
Other managed receivables @/ 201.7
Total ending managed receivables 16,652.7
Accrued interest and fees 83.3
Other 4.2)
Less: allowance for loan losses (491.0)
Auto loans receivable, net $ 16,240.8 $

(" Represents receivables restricted as excess collateral for the non-recourse funding vehicles.

) Other managed receivables includes receivables not funded through the non-recourse funding vehicles.

Credit Quality. When customers apply for financing, CAF’s proprietary scoring models utilize the customers’ credit history and certain applicat
and rank their risk. We obtain credit histories and other credit data that includes information such as number, age, type of and payment history
accounts. The application information that is used includes income, collateral value and down payment. The scoring models yield credit grade
likelihood of repayment. Customers with the highest probability of repayment are A-grade customers. Customers assigned a lower grade are
probability of repayment. For loans that are approved, the credit grade influences the terms of the agreement, such as the required loan-to-value
origination, credit grades are generally not updated.

CAF uses a combination of the initial credit grades and historical performance to monitor the credit quality of the auto loans receivable on an
the accuracy of the scoring models periodically. Loan performance is reviewed on a recurring basis to identify whether the assigned grades adequ

likelihood of repayment.

Ending Managed Receivables by Major Credit Grade
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As of November 30, 2022

Fiscal Year of Origination

Prior to

(In millions) 2023 2022 2021 2020 2019 2019
Core managed receivables ¥:

A $ 3,1543 § 2,815.6 $ 1,2529 § 800.6 $ 290.0 $ 634 $

B 2,079.9 2,020.1 907.2 564.1 268.0 87.4

C and other 595.5 667.8 350.1 194.4 90.7 38.3
Total core managed receivables 5,829.7 5,503.5 2,510.2 1,559.1 648.7 189.1
Other managed receivables @

C and other 2224 127.2 16.9 23.8 15.5 6.6
Total ending managed receivables $ 6,052.1 $ 5,630.7 $ 2,527.1 $ 1,582.9 $ 6642 $ 1957 $

As of February 28, 2022
Fiscal Year of Origination
Prior to

(In millions) 2022 2021 2020 2019 2018 2018
Core managed receivables ¥:

A $ 38855 §$ 1,7883 §$ 1,266.1 $ 574.1 § 2034 $ 323 $

B 2,795.2 1,288.5 857.7 473.1 205.2 50.4

C and other 919.1 496.2 294.8 156.7 73.8 29.6
Total core managed receivables 7,599.8 3,573.0 2,418.6 1,203.9 482.4 112.3
Other managed receivables

C and other 165.2 239 34.7 23.8 10.0 4.7
Total ending managed receivables $ 7,765.0 $ 3,5969 §$ 24533 $ 1,227.7 $ 4924 $ 117.0 $

@ Classified based on credit grade assigned when customers were initially approved for financing.
@ Percent of total ending managed receivables.
) Represents CAF's Tier 1 originations.

@ Represents CAF's Tier 2 and Tier 3 originations.

Allowance for Loan Losses. The allowance for loan losses at November 30, 2022 represents the net credit losses expected over the remaining con
receivables. The allowance for loan losses is determined using a net loss timing curve, primarily based on the composition of the portfolio o
historical gross loss and recovery trends. Due to the fact that losses for receivables with less than 18 months of performance history can be vo
weights both historical losses by credit grade at origination and actual loss data on the receivables to-date, along with forward loss curves, in esti
Once the receivables have 18 months of performance history, the net loss estimate reflects actual loss experience of those receivables to date, along
predict future performance. The forward loss curves are constructed using historical performance data and show the average timing of losses over
life. The net loss estimate is calculated by applying the loss rates developed using the methods described above to the amortized cost basis of

inception of the loan.

The output of the net loss timing curve is adjusted to take into account reasonable and supportable forecasts about the future. Specifically, the ch:
rates and the National Automobile Dealers Association used vehicle price index are used to predict changes in gross loss and recovery rates,
adjustment factor, based upon a single macroeconomic scenario, is developed to capture the relationship between changes in these forecasts an
recovery rates. This factor is applied to the output of the net loss timing curve for the reasonable and supportable forecast period of two years. Af
period, we revert to historical experience on a straight-line basis over a period of 12 months. We periodically consider whether the use of alterna
improved model performance and revise the models when appropriate. We also consider whether qualitative adjustments are necessary for factors
quantitative methods but impact the measurement of estimated credit losses. Such adjustments include the uncertainty of the impacts of recent ec
behavior. The change in the allowance for loan losses is recognized through an adjustment to the provision for loan losses.

Allowance for Loan Losses
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Three Months Ended November 30, 20

(In millions) Core Other Total

Balance as of beginning of period 396.1 $ 814 § 47
Charge-offs (96.3) (16.3) (11
Recoveries 35.7 4.7 4
Provision for loan losses 60.9 24.8 8
Balance as of end of period 3964 $ 946 $ 49

Three Months Ended November 30, 20:

(In millions) Core Other Total
Balance as of beginning of period 360.0 $ 381 $ 39
Charge-offs (61.6) (6.6) (6
Recoveries 18.8 1.6 2
Provision for loan losses 68.5 7.7 7
Balance as of end of period

3857 $ 408 $ 42

Nine Months Ended November 30, 202

(In millions) Core Other Total

Balance as of beginning of period 3775 $ 555§ 43
Charge-ofts (241.9) (35.0) (27
Recoveries 104.7 11.2 11
Provision for loan losses 156.1 62.9 21
Balance as of end of period 3964 $ 946 $ 49

Nine Months Ended November 30, 202

(In millions) Core Other Total

Balance as of beginning of period 3794 $ 317 °$ 41
Charge-offs (140.6) (13.1) (15
Recoveries 76.1 5.7 &
Provision for loan losses 70.8 16.5 &
Balance as of end of period 3857 $ 408 $ 42

@ Percent of total ending managed receivables.

) Net of costs incurred to recover vehicle.

During the first nine months of fiscal 2023, the allowance for loan losses increased $58.0 million, primarily reflecting growth in receivables. The

a percent of total ending managed receivables was primarily driven by the previously disclosed expansion of our Tier 2 and Tier 3 originations wi

loss performance was unfavorable compared to the prior year period, the prior year performance fluctuated outside normal expectations. The allc

November 30, 2022 reflects the historical loss performance experienced prior to the pandemic as well as increases for our Tier 3 expansion and g

Past Due Receivables. An account is considered delinquent when the related customer fails to make a substantial portion of a scheduled paymer

In general, accounts are charged-off on the last business day of the month during which the earliest of the following occurs: the receivable is 120

of the last business day of the month, the related vehicle is repossessed and liquidated, or the receivable is otherwise deemed uncollectible. For pu

determining impairment, auto loans are evaluated collectively, as they represent a large group of smaller-balance homogeneous loans, and the

evaluated for impairment.

Past Due Receivables
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As of November 30, 2022

Other
Core Receivables Receivables

(In millions) A B C & Other Total C & Other T
Current $ 8,3404 $ 5,570.5 $ 1,6052 $ 15,516.1 §$ 3048 $
Delinquent loans:

31-60 days past due 21.7 211.9 183.2 416.8 573

61-90 days past due 11.6 116.4 122.7 250.7 41.4

Greater than 90 days past due 3.1 27.9 25.7 56.7 8.9
Total past due 36.4 356.2 331.6 724.2 107.6
Total ending managed receivables $ 83768 §$ 59267 $ 1,936.8 $ 16,2403 $ 4124 $

As of February 28, 2022
Other
Core Receivables Receivables

(In millions) A B C & Other Total C & Other
Current $ 7,7119 $ 54013 $ 1,702.7 § 148159 § 2064 $
Delinquent loans:

31-60 days past due 25.4 173.3 160.4 359.1 33.0

61-90 days past due 9.2 75.6 85.2 170.0 19.1

Greater than 90 days past due 32 19.9 21.9 45.0 3.8
Total past due 37.8 268.8 267.5 574.1 55.9
Total ending managed receivables $ 7,749.7 $ 5,670.1 § 1,9702 $ 15,390.0 $ 2623 $

(1) Percent of total ending managed receivables.
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Derivative Instruments And
Hedging Activities
Derivative Instruments and

Hedging Activities
Disclosure [Abstract]

Derivative Instruments And
Hedging Activities

9 Months Ended
Nov. 30, 2022

Derivative Instruments and Hedging Activities

We use derivatives to manage certain risks arising from both our business operations and economic
conditions, particularly with regard to issuances of debt. Primary exposures include LIBOR and
other rates used as benchmarks in our securitizations and other debt financing. We enter into
derivative instruments to manage exposures related to the future known receipt or payment of
uncertain cash amounts, the values of which are impacted by interest rates, and generally designate
these derivative instruments as cash flow hedges for accounting purposes. In certain cases, we
may choose not to designate a derivative instrument as a cash flow hedge for accounting purposes
due to uncertainty around the probability that future hedged transactions will occur. Our derivative
instruments are used to manage (i) differences in the amount of our known or expected cash
receipts and our known or expected cash payments principally related to the funding of our auto
loans receivable, and (ii) exposure to variable interest rates associated with our term loans.

For the derivatives associated with our non-recourse funding vehicles that are designated as cash
flow hedges, the changes in fair value are initially recorded in accumulated other comprehensive
income (loss) (“AOCI”). For the majority of these derivatives, the amounts are subsequently
reclassified into CAF income in the period that the hedged forecasted transaction affects earnings,
which occurs as interest expense is recognized on those future issuances of debt. During the
next 12 months, we estimate that an additional $47.2 million will be reclassified from AOCI
as an increase to CAF income. Changes in fair value related to derivatives that have not been
designated as cash flow hedges for accounting purposes are recognized in the income statement in
the period in which the change occurs. For the three and nine months ended November 30, 2022,
we recognized income of $5.0 million and $23.6 million, respectively, in CAF income representing
these changes in fair value.

As of November 30, 2022 and February 28, 2022, we had interest rate swaps outstanding with a
combined notional amount of $4.68 billion and $3.64 billion, respectively, that were designated as
cash flow hedges of interest rate risk. As of November 30,

2022 and February 28, 2022, we had interest rate swaps with a combined notional amount of $1.11
billion and $578.3 million, respectively, outstanding that were not designated as cash flow hedges
for accounting purposes.

See Note 7 for discussion of fair values of financial instruments and Note 13 for the effect on
comprehensive income.
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Fair Value Measurements

Fair Value Disclosures

[Abstract]

Fair Value Measurements

9 Months Ended
Nov. 30, 2022

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market |
market or, if none exists, the most advantageous market, for the specific asset or liability at the measurement date (referred to as the “exit price”
based on assumptions that market participants would use, including a consideration of nonperformance risk.

We assess the inputs used to measure fair value using the three-tier hierarchy. The hierarchy indicates the extent to which inputs used in measuris

in the market.
Level 1 Inputs include unadjusted quoted prices in active markets for identical assets or liabilities that we can access at the measurement dat

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly, -
similar assets in active markets, quoted prices from identical or similar assets in inactive markets, observable inputs, such as interest

assumptions about risk.

Level 3  Inputs that are significant to the measurement that are not observable in the market and include management’s judgments abo
participants would use in pricing the asset or liability (including assumptions about risk).

Our fair value processes include controls that are designed to ensure that fair values are appropriate. Such controls include model validation, r
analysis of period-over-period fluctuations and reviews by senior management.

Valuation Methodologies

Money Market Securities. Money market securities are cash equivalents, which are included in cash and cash equivalents, restricted cash fror
receivable and other assets. They consist of highly liquid investments with original maturities of three months or less and are classified as Level

Mutual Fund Investments. Mutual fund investments consist of publicly traded mutual funds that primarily include diversified equity investmen
cap domestic and international companies or investment grade debt securities. The investments, which are included in other assets, are held in

fund informally our executive deferred compensation plan and are classified as Level 1.

Derivative Instruments. The fair values of our derivative instruments are included in either other current assets, other assets, accounts payal
derivatives are not exchange-traded and are over-the-counter customized derivative instruments. All of our derivative exposures are with highly |

We measure derivative fair values assuming that the unit of account is an individual derivative instrument and that derivatives are sold or t
basis. We estimate the fair value of our derivatives using quotes determined by the derivative counterparties and third-party valuation service
valuation services and quotes received from bank counterparties project future cash flows and discount the future amounts to a present value using
for interest rates and the contractual terms of the derivative instruments. The models do not require significant judgment and model inputs can
liquid market; however, because the models include inputs other than quoted prices in active markets, all derivatives are classified as Level 2.

Our derivative fair value measurements consider assumptions about counterparty and our own nonperformance risk. We monitor counterparty an
risk and, in the event that we determine that a party is unlikely to perform under terms of the contract, we would adjust the derivative fair value to
risk.

Items Measured at Fair Value on a Recurring Basis
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As of November 30,

(In thousands) Level 1 Level 2
Assets:

Money market securities 1,261,183 —

Mutual fund investments 21,485 —

Derivative instruments designated as hedges — 89,48!

Derivative instruments not designated as hedges — 32,92:
Total assets at fair value 1,282,668 122,40¢
Percent of total assets at fair value 913 % 8.
Percent of total assets 49 % 0.
Liabilities:

Derivative instruments designated as hedges — (3,59¢
Total liabilities at fair value — (3,59¢
Percent of total liabilities — % —

As of February 28,
(In thousands) Level 1 Level 2
Assets:

Money market securities 701,865 —

Mutual fund investments 24,022 —

Derivative instruments designated as hedges — 39,452

Derivative instruments not designated as hedges — 9,339
Total assets at fair value 725,887 48,791
Percent of total assets at fair value 93.7 % 6.3
Percent of total assets 2.8 % 0.2
Liabilities:

Derivative instruments designated as hedges — (1,379)
Total liabilities at fair value — (1,379)
Percent of total liabilities — % —

Fair Value of Financial Instruments

The carrying value of our cash and cash equivalents, accounts receivable, other restricted cash deposits and accounts payable approximates fair

nature and/or variable rates associated with these financial instruments. Auto loans receivable are presented net of an allowance for estimated lox

approximates fair value. We believe that the carrying value of our revolving credit facility and term loans approximates fair value due to the va

these obligations. The fair value of our senior unsecured notes, which are not carried at fair value on our consolidated balance sheets, was deter

based on quoted market prices. The carrying value and fair value of the senior unsecured notes as of November 30, 2022 and February 28, 2022, 1

(In thousands) As of November 30, 2022 As of
Carrying value 500,000
Fair value 474,771
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Cancellation Reserves

Cancellation Reserves

[Abstract]

Cancellation Reserves

9 Months Ended
Nov. 30, 2022

Cancellation Reserves

We recognize revenue for EPP products, on a net basis, at the time of sale. We also record a reserve, or refund liability, for estimated contract can
these services may result from early termination by the customer, or default or prepayment on the finance contract. The reserve for cancellations i
and is based on forecasted forward cancellation curves utilizing historical experience, recent trends and credit mix of the customer base.

Cancellation Reserves

Three Months Ended November 30 Nine Months En
(In millions) 2022 2021 2022
Balance as of beginning of period $ 148.8 $ 1443 $ 144.7
Cancellations (25.2) (25.2) (80.3)
Provision for future cancellations 20.7 28.7 79.9
Balance as of end of period $ 1443 $ 147.8 $ 144.3 |

The current portion of estimated cancellation reserves is recognized as a component of accrued expenses and other current liabilities with the re
in other liabilities. As of November 30, 2022 and February 28, 2022, the current portion of cancellation reserves was $80.4 million and $78.7 mil
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Income Taxes

Income Tax Disclosure

[Abstract]

Income Taxes

9 Months Ended
Nov. 30, 2022

Income Taxes

We had $26.7 million of gross unrecognized tax benefits as of November 30, 2022, and $24.8
million as of February 28, 2022. There were no significant changes to the gross unrecognized tax
benefits as reported for the fiscal year ended February 28, 2022.

On August 16, 2022, federal legislation commonly referred to as the Inflation Reduction Act of
2022 (“IRA”), was enacted. We have evaluated the tax provisions of the IRA, the most significant
of which are the corporate alternative minimum tax and the share repurchase tax. We do not expect
the legislation to have a material impact on our results of operations. As the IRS issues additional
guidance related to the IRA, we will evaluate any impact to our consolidated financial statements.
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Debt

Debt Disclosure [Abstract]
Debt

3 Months Ended

Nov. 30, 2022
Debt
(In thousands) As of November 30
Debt Description Maturity Date 2022

Revolving credit facility @ June 2024 $ —
Term loan @ June 2024 300,000
Term loan @ October 2026 699,458
3.86% Senior notes April 2023 100,000
4.17% Senior notes April 2026 200,000
4.27% Senior notes April 2028 200,000
Financing obligations Various dates through February 2059 517,349
Non-recourse notes payable Various dates through April 2029 16,237,419

Total debt 18,254,226
Less: current portion (586,855)
Less: unamortized debt issuance costs (26,689)
Long-term debt, net $ 17,640,682 $.

@ Interest is payable monthly, with the exception of our senior notes, which are payable semi-annually.
@ Borrowings accrue interest at variable rates based on the Eurodollar rate (LIBOR), or the successor benchmark rate, the federal funds rate, or the prime

borrowing.

Revolving Credit Facility. Borrowings under our $2.00 billion unsecured revolving credit facility (the “credit facility”) are available for working c
purposes. We pay a commitment fee on the unused portions of the available funds. Borrowings under the credit facility are either due “on deman
on the type of

borrowing. Borrowings with “on demand” repayment terms are presented as short-term debt, while amounts due at maturity are presented

November 30, 2022, the unused capacity of $2.00 billion was fully available to us.

Term Loans. Borrowings under our $300 million and $700 million term loans are available for working capital and general corporate purposes. T
loans was 4.67% as of November 30, 2022, and the loans were classified as long-term debt as no repayments are scheduled to be made within the

Senior Notes. Borrowings under our unsecured senior notes totaling $500 million are available for working capital and general corporate purpo
matures in April 2023 and is therefore classified as current. The remaining notes were classified as long-term debt as no repayments are schedulec
12 months.

Financing Obligations. Financing obligations relate to stores subject to sale-leaseback transactions that do not qualify for sale accounting. The
structured at varying interest rates and generally have initial lease terms ranging from 15 to 20 years with payments made monthly. We have not
leaseback transactions since fiscal 2009. In the event the agreements are modified or extended beyond their original term, the related obligatic
present value of the revised future payments, with a corresponding change to the assets subject to these transactions. Upon modification, the amo:

reset, resulting in more of the payments being applied to interest expense in the initial years following the modification.
Non-Recourse Notes Payable. The non-recourse notes payable relate to auto loans receivable funded through non-recourse funding vehicle
payments on the non-recourse notes payable is based on the timing of principal collections and defaults on the related auto loans receivable.

recourse notes payable represents principal payments that are due to be distributed in the following period.

Notes payable related to our asset-backed term funding transactions accrue interest predominantly at fixed rates and have scheduled maturities th

mature earlier, depending upon the repayment rate of the underlying auto loans receivable.

Information on our funding vehicles of non-recourse notes payable as of November 30, 2022 are as follows:
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(In billions)

Warehouse facilities:

December 2022 expiration $
February 2023 expiration

August 2023 expiration

Combined warehouse facility limit $

Unused capacity $

Non-recourse notes payable outstanding:
Warehouse facilities $

Asset-backed term funding transactions

Non-recourse notes payable $

We generally enter into warehouse facility agreements for one-year terms and typically renew the agreements annually. The return requiren
investors could fluctuate significantly depending on market conditions. At renewal, the cost, structure and capacity of the facilities could change.

a significant impact on our funding costs.

See Note 5 for additional information on the related auto loans receivable.
Capitalized Interest. We capitalize interest in connection with the construction of certain facilities. For the nine months ended November 30, 20:
interest of $3.6 million and $5.0 million, respectively.

Financial Covenants. The credit facility, term loans and senior note agreements contain representations and warranties, conditions and cove
financial covenants in conjunction with certain financing obligations. The agreements governing our non-recourse funding vehicles contain repr
financial covenants and

performance triggers. As of November 30, 2022, we were in compliance with all financial covenants and our non-recour
were in compliance with the related performance triggers.
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Stock and Stock-Based
Incentive Plans
Share-Based Payment
Arrangement, Noncash
Expense [Abstract]
Stock and Stock-Based
Incentive Plans

Stock and Stock-Based Incentive Plans

(A) Share Repurchase Program

9 Months Ended
Nov. 30, 2022

In April 2022, our board of directors (“board”) increased our share repurchase authorization by $2.0 billion. As of November 30, 2022, a to

authorizations for repurchases of our common stock was outstanding, with no expiration date, of which $2.45 billion remained available for rer

were paused during the third quarter of fiscal 2023.

Common Stock Repurchases

Three Months Ended Nin
November 30 ]
2022 2021 2022
Number of shares repurchased (in thousands) 30.0 851.1 3,
Average cost per share 87.70 $ 135.52 ¢
Available for repurchase, as of end of period (in millions) 24513 § 876.2 2,
(B) Share-Based Compensation
Composition of Share-Based Compensation Expense
Three Months Ended Nin
November 30 )
(In thousands) 2022 2021 2022
Cost of sales $ 333 § 1,896
CarMax Auto Finance income 981 1,560
Selling, general and administrative expenses 17,213 33,328 [
Share-based compensation expense, before income taxes $ 18,527 $ 36,784 6
Composition of Share-Based Compensation Expense — By Grant Type
Three Months Ended Nin
November 30 I
(In thousands) 2022 2021 2022
Nonqualified stock options $ 8,968 $ 7,846 2
Cash-settled restricted stock units (RSUs) 5,167 23,836 1
Stock-settled market stock units (MSUs) 3,358 3,171 1
Other share-based incentives:
Stock-settled performance stock units (PSUs) 209 964 :
Restricted stock (RSAs) 262 365
Stock-settled deferred stock units (DSUs) — —
Employee stock purchase plan 563 602
Total other share-based incentives $ 1,034 § 1,931 ¢
Share-based compensation expense, before income taxes $ 18,527 $ 36,784 6

(C) Stock Incentive Plan Information

Share/Unit Activity
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Nine Months Ended November 3(

Equity Classified

(Shares/units in thousands) Options MSUs Other
Outstanding as of February 28, 2022 5,796 393 1
Granted 1,285 137

Exercised or vested and converted (208) 122) (
Cancelled (48) 6)

Outstanding as of November 30, 2022 6,825 402 1

Weighted average grant date fair value per share/unit:

Granted $ 3335 % 126.59 $ 95.
Ending outstanding $ 25.69 $ 120.96 $ 99.

As of November 30, 2022

Unrecognized compensation (in millions) $ 59.0 $ 182 $ 2
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Net Earnings Per Share

Earnings Per Share
[Abstract]

Net Earnings Per Share

9 Months Ended
Nov. 30, 2022

Net Earnings Per Share

Basic net earnings per share is computed by dividing net earnings available for basic common shares by the weighted average number o
outstanding. Diluted net earnings per share is computed by dividing net earnings available for diluted common shares by the sum of weighted a

common stock outstanding and dilutive potential common stock. Diluted net earnings per share is calculated using the “if-converted” treasury stc

Basic and Dilutive Net Earnings Per Share Reconciliations

Three Months Ended N

November 30

(In thousands except per share data) 2022 2021 20
Net earnings $ 37,580 $ 269,438 $ 4
Weighted average common shares outstanding 158,003 162,006 ]
Dilutive potential common shares:
Stock options 268 2,373
Stock-settled stock units and awards 265 494
Weighted average common shares and dilutive potential common shares 158,536 164,873 ]
Basic net earnings per share $ 024 $ 1.66 $
Diluted net earnings per share $ 024 $ 1.63 $

Certain options to purchase shares of common stock were outstanding and not included in the calculation of diluted net e:
because their inclusion would have been antidilutive. On a weighted average basis, for the three months ended Novembe
options to purchase 4,934,554 shares and 776,853 shares of common stock, respectively, were not included. For the nine |
November 30, 2022 and 2021, options to purchase 1,917,727 shares and 701,970 shares of common stock, respectively, v
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Accumulated Other
Comprehensive Income
(Loss)

Comprehensive Income

(Loss), Net of Tax,
Attributable to Parent

[Abstract]
Accumulated Other
Comprehensive Loss

9 Months Ended
Nov. 30, 2022

Accumulated Other Comprehensive Income (Loss)

Changes in Accumulated Other Comprehensive Income (Loss) By Component

Net
Unrecognized Unrecognized
Actuarial Hedge
(In thousands, net of income taxes) Losses Gains
Balance as of February 28, 2022 $ (73,001) $ 26,579
Other comprehensive income before reclassifications 113,510
Amounts reclassified from accumulated other comprehensive income (loss) 1,444 (11,112)
Other comprehensive income 1,444 102,398
Balance as of November 30, 2022 $ (71,557) $ 128,977 |
Changes In and Reclassifications Out of Accumulated Other Comprehensive Income (Loss)
Three Months Ended November 30 Nine Month:
(In thousands) 2022 2021 2022

Retirement Benefit Plans:

Actuarial loss amortization reclassifications recognized in net pension expense:

Cost of sales $ 272§ 367 i

CarMax Auto Finance income 19 21

Selling, general and administrative expenses 346 481 1,
Total amortization reclassifications recognized in net pension expense 637 869 1,
Tax expense (155) (210) (¢
Amortization reclassifications recognized in net pension expense, net of tax 482 659 1,
Net change in retirement benefit plan unrecognized actuarial losses, net of tax 482 659 1,
Cash Flow Hedges (Note 6):
Changes in fair value 42,521 11,339 152,
Tax expense (10,919) (2,985) (39,

Changes in fair value, net of tax 31,602 8,354 113,
Reclassifications to CarMax Auto Finance income (8,965) 4,111 (14,
Tax benefit (expense) 2,302 (1,082) 3,

Reclassification of hedge (gains) losses, net of tax (6,663) 3,029 i,
Net change in cash flow hedge unrecognized gains, net of tax 24,939 11,383 102,
Total other comprehensive income, net of tax $ 25,421 $ 12,042 103,

Changes in the funded status of our retirement plans and changes in the fair value of derivatives that are designated and qualify as cash floy

accumulated other comprehensive income (loss). The cumulative balances are net of deferred taxes of $21.7 million as of November 30, 20

February 28, 2022.
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Leases (Notes)

Leases [Abstract]

Leases of Lessee Disclosure

Text Block

9 Months Ended
Nov. 30, 2022

Leases
Our leases primarily consist of operating and finance leases related to retail stores, office space, land and equipment. We also have stores subject to
that do not qualify for sale accounting and are accounted for as financing obligations. For more information on these financing obligations see No

The initial term for real property leases is typically 5 to 20 years. For equipment leases, the initial term generally ranges from 3 to 8 years. Most
options to renew, with renewal terms that can extend the lease term from 1 to 20 years or more. We include options to renew (or terminate) in ot
our right-of-use (“ROU”) assets and lease liabilities, when it is reasonably certain that we will exercise that option.

ROU assets and the related lease liabilities are initially measured at the present value of future lease payments over the lease term. As most of ¢
implicit rate, we use our collateralized incremental borrowing rate based on the information available at the commencement date in determining
payments. We include variable lease payments in the initial measurement of ROU assets and lease liabilities only to the extent they depend on an in
indices or rates are accounted for in the period the change occurs, and do not result in the remeasurement of the ROU asset or liability. We are al
of certain real estate taxes, insurance and other expenses on our leases. These amounts are generally considered to be variable and are not inclt
the ROU asset and lease liability. We generally account for non-lease components, such as maintenance, separately from lease components. For ¢
apply a portfolio approach to account for the lease assets and liabilities.

Our lease agreements do not contain any material residual value guarantees or material restricted covenants. Leases with a term of 12 months or
balance sheet; we recognize lease expense for these leases on a straight-line basis over the lease term.

The components of lease expense were as follows:

Three Months Ended November 30 Nine Months End

(In thousands) 2022 2021 2022
Operating lease cost ¥ $ 22,450 § 20,581  $ 68,381
Finance lease cost:

Depreciation of lease assets 4,178 3,383 11,701

Interest on lease liabilities 5,728 4,257 16,129
Total finance lease cost 9,906 7,640 27,830
Total lease cost $ 32,356 $ 28,221  $ 96,211

D Includes short-term leases and variable lease costs, which are immaterial.

Supplemental balance sheet information related to leases was as follows:

As of November 30
(In thousands) Classification 2022
Assets:
Operating lease assets Operating lease assets $ 529,781 §
Finance lease assets Property and equipment, net ¥ 146,826
Total lease assets $ 676,607 $
Liabilities:
Current:
Operating leases Current portion of operating lease liabilities $ 51,215 $
Finance leases Accrued expenses and other current liabilities 18,152
Long-term:
Operating leases Operating lease liabilities, excluding current portion 509,106
Finance leases Other liabilities 162,264
Total lease liabilities $ 740,737 $

" Finance lease assets are recorded net of accumulated depreciation of $42.4 million as of November 30, 2022 and $30.7 million as of February 28, 2022.

Lease term and discount rate information related to leases was as follows:
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As of November 30
Lease Term and Discount Rate 2022

Weighted Average Remaining Lease Term (in years)
Operating leases 16.68

Finance leases 11.02

Weighted Average Discount Rate
Operating leases 4.84 %

Finance leases 19.50 %

Supplemental cash flow information related to leases was as follows:

Nine Months Ended No
(In thousands) 2022
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 67,675 $
Operating cash flows from finance leases $ 12,747 §$
Financing cash flows from finance leases $ 10,056 $
Lease assets obtained in exchange for lease obligations:
Operating leases $ 29,027 $
Finance leases $ 31,344  §

Maturities of lease liabilities were as follows:

As of November 30.

(In thousands) Operating Leases @
Fiscal 2023, remaining $ 18,699 §
Fiscal 2024 76,168
Fiscal 2025 74,353
Fiscal 2026 68,771
Fiscal 2027 62,201
Thereafter 578,907
Total lease payments 879,099
Less: interest (318,778)
Present value of lease liabilities $ 560,321 $

@ Lease payments exclude $31.3 million of legally binding minimum lease payments for leases signed but not yet commenced.

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

Contingent Liabilities

Commitments and
Contingencies Disclosure
[Abstract]

Contingent Liabilities

9 Months Ended
Nov. 30, 2022

Contingent Liabilities

Litigation. CarMax entities are defendants in a proceeding asserting wage and hour claims with
respect to non-exempt CarMax employees in California. The asserted claims include failure to
provide meal periods and rest breaks; pay statutory or contractual wages; reimburse for work-
related expenses; and Private Attorneys General Act (“PAGA”) claims. On July 9, 2021, Daniel
Bendure v. CarMax Auto Superstores California, LLC et al., a putative class action, was filed in the
Superior Court of California, County of San Bernardino. The Bendure lawsuit seeks civil penalties
for violation of the Labor Code, attorneys’ fees, costs, restitution of unpaid wages, interest,
injunctive and equitable relief, general damages, and special damages. Bendure subsequently
decided not to proceed with an individual or putative class claim, but rather filed and served a
PAGA-only complaint in the Superior Court of California for the County of San Bernardino on
December 7, 2021, based on the same allegations pled in the original complaint. CarMax filed a
motion to compel arbitration. The Court has stayed all discovery until after it rules on CarMax’s
motion to compel arbitration.

On June 15, 2022, the United States Supreme Court issued its decision in Viking River Cruises
v. Moriana, holding that an individual who signs an arbitration agreement cannot circumvent that
agreement by filing a related PAGA claim in court. The U.S. Supreme Court further held that,
based on California law, an individual who pursues his PAGA claim in arbitration does not have
standing to pursue a representative PAGA claim. However, the U.S. Supreme Court indicated that
the issue of whether an individual has standing to pursue a representative PAGA claim is a question
of state law. The California Supreme Court has agreed to hear a new case, Adolph v. Uber, to
address this issue of state law, which is expected to be decided in 2023.

In light of the Viking River decision, CarMax filed a motion to compel arbitration of the individual
Bendure claim and to dismiss Bendure’s representative PAGA claims. On November 29, 2022, the
Court granted the motion to compel arbitration of the Bendure individual PAGA claims and stayed
the motion to dismiss any representative PAGA claims pending the Adolph v. Uber decision.

We are unable to make a reasonable estimate of the amount or range of loss that could result from
an unfavorable outcome in this matter.

We are involved in various other legal proceedings in the normal course of business. Based upon
our evaluation of information currently available, we believe that the ultimate resolution of any
such proceedings will not have a material adverse effect, either individually or in the aggregate, on
our financial condition, results of operations or cash flows.

Other Matters. In accordance with the terms of real estate lease agreements, we generally
agree to indemnify the lessor from certain liabilities arising as a result of the use of the leased
premises, including environmental liabilities and repairs to leased property upon termination of
the lease. Additionally, in accordance with the terms of agreements entered into for the sale of
properties, we generally agree to indemnify the buyer from certain liabilities and costs arising
subsequent to the date of the sale, including environmental liabilities and liabilities resulting from
the breach of representations or warranties made in accordance with the agreements. We do not
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have any known material environmental commitments, contingencies or other indemnification

issues arising from these arrangements.

As part of our customer service strategy, we guarantee the used vehicles we retail with a 90-day/
4,000 mile limited warranty. A vehicle in need of repair within this period will be repaired free
of charge. As a result, each vehicle sold has an implied liability associated with it. Accordingly,
based on historical trends, we record a provision for estimated future repairs during the guarantee
period for each vehicle sold. The liability for this guarantee was $26.0 million as of November 30,
2022, and $18.5 million as of February 28, 2022, and is included in accrued expenses and other

current liabilities.
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9 Months Ended

Segment Reporting Nov. 30, 2022

Segment Reporting
[Abstract]

Segment Reporting Disclosure Segment Information

We operate in two reportable segments: CarMax Sales Operations and CAF. Our CarMax Sales Operations segment consists of all aspects of
service operations, excluding financing provided by CAF. Our CAF segment consists solely of our own finance operation that provides financing

vehicles from CarMax.

We also have a non-reportable operating segment related to our recently acquired Edmunds business, which is reflected as “Other” in the segn
generated by Edmunds primarily represents advertising and subscription revenues as discussed in Note 3. Edmunds also generates intersegn
transactions between Edmunds and CarMax Sales Operations, which represent arm’s length transactions at prevailing market prices. Such
consolidation.

The performance of our CarMax Sales Operations segment is reviewed by our chief operating decision maker at the gross profit level, the compor
in the tables below. Required segment information related to our CAF segment is presented in Note 4. Additionally, asset information by segment
of assessing performance or allocating resources and, as a result, such information has not been presented.

Segment Information

Three Months Ended November 30, 2022
CarMax Sales

(In thousands) Operations Other Eliminations

Sales and operating revenues $ 6,472,702 $ 33,254 $ -

Intersegment sales and operating revenues — 5,549 (5,54
6,472,702 $ 38,803 § (5,54
Depreciation and amortization $ 404 § 3,735 $ -
Gross profit $ 554,057 $ 23,780 $ (1,14

gl

Total sales and operating revenues

Reconciliation to Consolidated Earnings Before Taxes:
CAF Income

Selling, general and administrative expenses
Depreciation and amortization

Interest expense

Other income (expense)

Earnings before income taxes

Nine Months Ended November 30, 2022
(In thousands) CarMax Sales Operations Other Eliminations

Sales and operating revenues $ 23,860,462 101,818 $—

Intersegment sales and operating revenues — 20,219 (20,219)
Total sales and operating revenues $ 23,860,462 122,837 (20,2319)
Depreciation and amortization $ 1,892 10,599 $—
Gross profit $ 2,115,831 77,869 (4,%76)
Reconciliation to Consolidated Earnings Before Taxes:

CAF Income

Selling, general and administrative expenses
Depreciation and amortization @
Interest expense

Other income (expense)

Earnings before income taxes $

) Represents only the portion of depreciation and amortization recorded within Cost of sales, and thus included in the calculation of Gross profit.

@) Exclusive of depreciation and amortization recorded within Cost of sales.
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Background Basis of
Accounting (Policies)

Organization, Consolidation

and Presentation of
Financial Statements

[Abstract]
Background

Basis of Presentation

9 Months Ended
Nov. 30, 2022

99 ¢ EEINT3

Business. CarMax, Inc. (“we,” “our,” “us,” “CarMax” and “the company”), including its wholly
owned subsidiaries, is the nation’s largest retailer of used vehicles. We operate in two reportable
segments: CarMax Sales Operations and CarMax Auto Finance (“CAF”). Our CarMax Sales
Operations segment consists of all aspects of our auto merchandising and service operations,
excluding financing provided by CAF. Our CAF segment consists solely of our own finance
operation that provides financing to customers buying retail vehicles from CarMax. On June 1,
2021, we completed the acquisition of Edmunds Holding Company (“Edmunds”), which does
not meet the quantitative thresholds to be considered a reportable segment. See Note 17 for
additional information on our reportable segments and Note 2 for additional information regarding
our acquisition of Edmunds.

We deliver an unrivaled customer experience by offering a broad selection of quality used vehicles
and related products and services at competitive, no-haggle prices using a customer-friendly
sales process. Our omni-channel platform, which gives us the largest addressable market in
the used car industry, empowers our retail customers to buy a car on their terms — online, in-
store or an integrated combination of both. We offer customers a range of related products and
services, including the appraisal and purchase of vehicles directly from consumers; the financing
of retail vehicle purchases through CAF and third-party finance providers; the sale of extended
protection plan (“EPP”) products, which include extended service plans (“ESPs”) and guaranteed
asset protection (“GAP”); and vehicle repair service. Vehicles purchased through the appraisal
process that do not meet our retail standards are sold to licensed dealers through on-site or virtual
wholesale auctions.

Basis of Presentation and Use of Estimates. The accompanying interim unaudited consolidated
financial statements include the accounts of CarMax and our wholly owned subsidiaries. All
significant intercompany balances and transactions have been eliminated in consolidation. These
interim unaudited consolidated financial statements have been prepared in conformity with U.S.
generally  accepted  accounting  principles  (“GAAP”) for interim  financial
information. Accordingly, they do not include all of the information and footnotes required
by U.S. GAAP for complete financial statements. In the opinion of management, such interim
consolidated financial statements reflect all normal recurring adjustments considered necessary to
present fairly the financial position and the results of operations and cash flows for the interim
periods presented. The results of operations for the interim periods are not necessarily indicative

of the results to be expected for the full fiscal year.

The accounting policies followed in the presentation of our interim financial results are consistent
with those included in the company’s Annual Report on Form 10-K for the fiscal year ended
February 28, 2022 (the “2022 Annual Report”), with the exception of those related to recent
accounting pronouncements adopted in the current fiscal year. These interim unaudited
consolidated financial statements should be read in conjunction with the audited consolidated

financial statements and footnotes included in our 2022 Annual Report.
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Use of Estimates

Recent Accounting
Pronouncements

The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts
of assets, liabilities, revenues and expenses and the disclosure of contingent
assets and liabilities. Actual results could differ from those estimates. In
particular, the novel coronavirus (“COVID-19”) pandemic and the resulting
adverse impacts to global economic conditions, as well as our operations, may
impact future estimates including, but not limited to, our allowance for loan
losses, inventory valuations, fair value measurements, downward adjustments to
investments in equity securities, asset impairment charges, the effectiveness of
the company’s hedging instruments, deferred tax valuation allowances,
cancellation reserves, actuarial losses on our retirement benefit plans and
discount rate assumptions. Certain prior year amounts have been reclassified to
conform to the current year’s presentation. Amounts and percentages may not
total due to rounding.

Effective in Future Periods

In September 2022, the Financial Accounting Standards Board (“FASB”) issued an accounting

pronouncement (ASU 2022-04) related to disclosure requirements for buyers in supplier finance
programs. The amendments in the update require that buyers disclose qualitative and quantitative
information about their supplier finance programs. Interim and annual requirements include
disclosure of outstanding amounts under the obligations as of the end of the reporting period, and
annual requirements include a rollforward of those obligations for the annual reporting period, as
well as a description of payment and other key terms of the programs. This update is effective
for annual periods beginning after December 15, 2022, and interim periods within those fiscal
years, except for the requirement to disclose rollforward information, which is effective for fiscal
years beginning after December 15, 2023. We plan to adopt this pronouncement for our fiscal year
beginning March 1, 2023, and we do not expect it to have a material effect on our consolidated

financial statements.
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Business Combinations and

Asset Acquisitions (Tables)
Business Combination and
Asset Acquisition [Abstract]
Schedule of purchase (In thousands)
consideration

Jun. 01, 2021

Total cash consideration for outstanding shares
Fair value of common stock ¥

Fair value of preexisting relationship

Total

@ Represents the issuance of 776,097 shares of CarMax common stock to Edmunds equity holders, the fair value of which was based on the market value of Cai
market close on the acquisition date (June 1, 2021).
Schedule of Recognized (In thousands)
Identified Assets Acquired and
Liabilities Assumed

Cash

Accounts receivable, net
Other current assets
Property and equipment, net
Goodwill ¥

Intangible assets

Operating lease assets

Other assets

Total assets acquired

Accounts payable

Accrued expenses and other current liabilities
Current portion of operating lease liabilities
Deferred income taxes ¥

Operating lease liabilities, excluding current portion

Total liabilities assumed

Net assets acquired

(1)  During the third quarter of fiscal 2022, we obtained new information about facts and circumstances that existed as
which resulted in a change in the fair value of assets and liabilities recognized. The adjustments were primarily related to
development tax credits, which resulted in a decrease in goodwill and a decrease in deferred income taxes of $8.4 million

Finite-Lived and Indefinite-  ( thousands) Useful Life (Years)
leed_ Intangible Assets. Trade name Indefinite $
Acquired as Part of Business
S Internally developed software 7
Combination
Customer relationships 17
Identifiable intangible assets $
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Revenue (Tables)

Revenue from Contract with

Customer [Abstract]
Disaggregation of Revenue

Disaggregation of Revenue

9 Months Ended
Nov. 30, 2022

Three Months Ended November 30 Nine Months Er

(In millions) 2022 2021 2022
Used vehicle sales 5,204.6 $ 6,4356 $ 18,503.2
Wholesale vehicle sales 1,152.2 1,922.3 4,959.1
Other sales and revenues:

Extended protection plan revenues 91.8 106.6 318.1

Third-party finance income/(fees), net 1.0 1.6 7.1

Advertising & subscription revenues / 333 333 101.9

Service revenues 19.6 19.7 60.8

Other 3.5 8.7 123
Total other sales and revenues 149.2 169.9 500.2
Total net sales and operating revenues 6,506.0 § 8,527.8  § 23,962.4

@ Excludes intersegment sales and operating revenues that have been eliminated in consolidation. See Note 17 for further details.
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CarMax Auto Finance 9 Months Ended
(Tables) Nov. 30, 2022
CarMax Auto Finance

Income [Abstract]
Components Of CarMax Auto Components of CAF Income

Finance Income Three Months Ended November 30 Nine Months End
(In millions) 2022 O () 2021 % 2022 % @

Interest margin:

Interest and fee income $ 365.4 88 $ 330.0 86 $ 1,069.3 8.8 .

Interest expense (88.8) 2.1) (53.6) (1.4) (200.1) (1.6)
Total interest margin 276.6 6.7 276.4 7.2 869.2 7.2

Provision for loan losses (85.7) 2.1 (76.2) (2.0) (219.0) 1.8)
Total interest margin after provision for loan losses 190.9 4.6 200.2 52 650.2 5.4
Direct expenses:

Payroll and fringe benefit expense 1e.1) 0.4) (12.7) (0.3) (46.7) 0.4)

Depreciation and amortization 4.0) 0.1) 2.4) 0.1) (11.6) 0.1)

Other direct expenses (18.7) 0.5) (19.2) 0.5) (52.4) 0.4)
Total direct expenses (38.8) 0.9 (34.3) 0.9) (110.7) 0.9
CarMax Auto Finance income $ 152.2 37 § 166.0 43 8 539.5 44
Total average managed receivables $ 16,540.2 $ 15,288.8 $ 16,177.8 f

(1) Annualized percentage of total average managed receivables.
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Auto Loan Receivables 9 Months Ended
(Tables) Nov. 30, 2022

Receivables [Abstract]
Auto Loan Receivables, Net  Auto Loans Receivable, Net

As of November 30

(In millions) 2022

Asset-backed term funding $ 12,342.0 $
Warehouse facilities 3,420.9
Overcollateralization 688.1
Other managed receivables @/ 201.7
Total ending managed receivables 16,652.7
Accrued interest and fees 83.3
Other 4.2)
Less: allowance for loan losses (491.0)
Auto loans receivable, net $ 16,240.8 $

) Represents receivables restricted as excess collateral for the non-recourse funding vehicles.

@) Other managed receivables includes receivables not funded through the non-recourse funding vehicles.
Ending Managed Receivables Ending Managed Receivables by Major Credit Grade
By Major Credit Grade

As of November 30, 2022

Fiscal Year of Origination

Prior to

(In millions) 2023 2022 2021 2020 2019 2019
Core managed receivables ¥:

A $ 31543 § 28156 $ 12529 § 800.6 $ 290.0 § 634 $

B 2,079.9 2,020.1 907.2 564.1 268.0 87.4

C and other 595.5 667.8 350.1 194.4 90.7 38.3
Total core managed receivables 5,829.7 5,503.5 2,510.2 1,559.1 648.7 189.1
Other managed receivables “:

C and other 2224 1272 16.9 23.8 15.5 6.6
Total ending managed receivables $ 60521 $§ 56307 $ 25271 $ 1,5829 $ 6642 $ 1957 $ |

As of February 28, 2022
Fiscal Year of Origination ¥
Prior to

(In millions) 2022 2021 2020 2019 2018 2018
Core managed receivables ¥:

A $ 38855 § 1,7883 §  1,266.1 $ 5741 $ 2034 § 323 $

B 2,795.2 1,288.5 857.7 473.1 205.2 50.4

C and other 919.1 496.2 294.8 156.7 73.8 29.6
Total core managed receivables 7,599.8 3,573.0 2,418.6 1,203.9 482.4 112.3
Other managed receivables :

C and other 165.2 23.9 34.7 23.8 10.0 4.7
Total ending managed receivables $ 77650 $ 35969 $§ 24533 § 1,227.7  $ 4924 $ 1170 $ |

@ Classified based on credit grade assigned when customers were initially approved for financing.
@ Percent of total ending managed receivables.

@) Represents CAF's Tier 1 originations.

@ Represents CAF's Tier 2 and Tier 3 originations.

Allowance For Loan LLosses  Allowance for Loan Losses
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Past Due Receivables

Three Months Ended November 30, 20

(In millions) Core Other Total

Balance as of beginning of period $ 396.1 $ 814 $ 47
Charge-offs (96.3) (16.3) (11
Recoveries 35.7 4.7 4
Provision for loan losses 60.9 24.8 8
Balance as of end of period $ 3964 $ 946 $ 49

Three Months Ended November 30, 20:

(In millions) Core Other Total

Balance as of beginning of period $ 360.0 $ 381 $ 39
Charge-offs (61.6) (6.6) (6
Recoveries 18.8 1.6 2
Provision for loan losses 68.5 7.7 7
Balance as of end of period $ 3857 $ 408 § 42

Nine Months Ended November 30, 202

(In millions) Core Other Total

Balance as of beginning of period $ 3775 $ 555 $ 43
Charge-ofts (241.9) (35.0) (27
Recoveries 104.7 11.2 11
Provision for loan losses 156.1 62.9 21
Balance as of end of period $ 3964 $ 946 $ 49

Nine Months Ended November 30, 202

(In millions) Core Other Total

Balance as of beginning of period $ 3794 $ 317 $ 41
Charge-offs (140.6) (13.1) (15
Recoveries 76.1 5.7 &
Provision for loan losses 70.8 16.5 &
Balance as of end of period $ 3857 $ 408 $ 42

@ Percent of total ending managed receivables.
) Net of costs incurred to recover vehicle.

Past Due Receivables

As of November 30, 2022
Other
Core Receivables Receivables

(In millions) A B C & Other Total C & Other T
Current $ 8,3404 $ 5,570.5 $ 1,605.2 § 15,516.1 § 304.8 $
Delinquent loans:

31-60 days past due 21.7 211.9 183.2 416.8 57.3

61-90 days past due 11.6 116.4 122.7 250.7 41.4

Greater than 90 days past due 3.1 27.9 25.7 56.7 8.9
Total past due 36.4 356.2 331.6 724.2 107.6
Total ending managed receivables $ 83768 $ 59267 $ 1,936.8 $ 16,2403 $ 4124 $
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As of February 28, 2022

Other
Core Receivables Receivables

(In millions) A B C & Other Total C & Other
Current $ 7,7119 $ 5,401.3 $ 1,702.7 § 14,8159 $ 2064 $
Delinquent loans:

31-60 days past due 25.4 173.3 160.4 359.1 33.0

61-90 days past due 9.2 75.6 85.2 170.0 19.1

Greater than 90 days past due 32 19.9 21.9 45.0 3.8
Total past due 37.8 268.8 267.5 574.1 55.9
Total ending managed receivables $ 7,749.7 $ 5,670.1 § 1,9702 $ 15,390.0 $ 2623 $

(1) Percent of total ending managed receivables.
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Fair Value Measurements
(Tables)
Fair Value Disclosures
[Abstract]
Schedule Of Items Measured
At Fair Value On A Recurring

Basis

Schedule of Carrying Values
and Estimated Fair Values of
Debt Instruments [Table Text
Block

9 Months Ended
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Nov. 30, 2022
Items Measured at Fair Value on a Recurring Basis
As of November 30,
(In thousands) Level 1 Level 2
Assets:

Money market securities $ 1,261,183 $ —

Mutual fund investments 21,485 —

Derivative instruments designated as hedges — 89,438

Derivative instruments not designated as hedges — 32,92:
Total assets at fair value $ 1,282,668 $ 122,40
Percent of total assets at fair value 913 % 8.
Percent of total assets 49 % 0.
Liabilities:

Derivative instruments designated as hedges $ — $ (3,59¢
Total liabilities at fair value $ — $ (3,59¢
Percent of total liabilities — % —

As of February 28,
(In thousands) Level 1 Level 2
Assets:

Money market securities $ 701,865 $ —

Mutual fund investments 24,022 —

Derivative instruments designated as hedges — 39,452

Derivative instruments not designated as hedges — 9,339
Total assets at fair value $ 725,387 $ 48,791
Percent of total assets at fair value 93.7 % 6.3
Percent of total assets 2.8 % 0.2
Liabilities:

Derivative instruments designated as hedges $ — $ (1,379
Total liabilities at fair value $ — $ (1,379
Percent of total liabilities — % —
(In thousands) As of November 30, 2022 As of
Carrying value 500,000 $
Fair value $ 474,771  $
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Cancellation Reserves 9 Months Ended

(Tables) Nov. 30, 2022
Cancellation Reserves
[Abstract]
Schedule Of Cancellation Cancellation Reserves
Reserves Accrual Three Months Ended November 30 Nine Months En
(In millions) 2022 2021 2022
Balance as of beginning of period $ 148.8 $ 1443 § 144.7
Cancellations (25.2) (25.2) (80.3)
Provision for future cancellations 20.7 28.7 79.9

Balance as of end of period $ 1443 $ 1478 $ 144.3
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Debt (Tables)

Debt Disclosure [Abstract]
Schedule Of Debt

Schedule of Funding Vehicles
Table Text Block

9 Months Ended

Nov. 30, 2022
(In thousands) As of November 30
Debt Description Maturity Date 2022

Revolving credit facility @ June 2024 —
Term loan @ June 2024 300,000
Term loan @ October 2026 699,458
3.86% Senior notes April 2023 100,000
4.17% Senior notes April 2026 200,000
4.27% Senior notes April 2028 200,000
Financing obligations Various dates through February 2059 517,349
Non-recourse notes payable Various dates through April 2029 16,237,419

Total debt 18,254,226
Less: current portion (586,855)
Less: unamortized debt issuance costs (26,689)

Long-term debt, net

17,640,682 $

@ Interest is payable monthly, with the exception of our senior notes, which are payable semi-annually.

) Borrowings accrue interest at variable rates based on the Eurodollar rate (LIBOR), or the successor benchmark rate, the federal funds rate, or the prime

borrowing.

(In billions)

Warehouse facilities:

December 2022 expiration $
February 2023 expiration

August 2023 expiration

Combined warehouse facility limit $
Unused capacity $
Non-recourse notes payable outstanding:

Warehouse facilities $
Asset-backed term funding transactions

Non-recourse notes payable $
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Stock and Stock-Based
Incentive Plans (Tables)

Share-Based Payment

Arrangement, Noncash
Expense [Abstract]

Schedule of Common Stock
Repurchases

Composition of Share-Based
Compensation Expense

Composition Of Share-Based
Compensation Expense - By
Grant Type

Schedule of Stock Incentive
Plan Information

9 Months Ended

Nov. 30, 2022
Common Stock Repurchases
Three Months Ended Nin
November 30 ]
2022 2021 2022
Number of shares repurchased (in thousands) 30.0 851.1 3,
Average cost per share 87.70 $ 135.52 ¢
Available for repurchase, as of end of period (in millions) 24513 § 876.2 2,
Composition of Share-Based Compensation Expense
Three Months Ended Nin
November 30 I
(In thousands) 2022 2021 2022
Cost of sales $ 333 § 1,896
CarMax Auto Finance income 981 1,560
Selling, general and administrative expenses 17,213 33,328 6
Share-based compensation expense, before income taxes $ 18,527 $ 36,784 6
Composition of Share-Based Compensation Expense — By Grant Type
Three Months Ended Nin
November 30 ]
(In thousands) 2022 2021 2022
Nonqualified stock options $ 8,968 $ 7,846 2¢
Cash-settled restricted stock units (RSUs) 5,167 23,836 1
Stock-settled market stock units (MSUs) 3,358 3,171 1
Other share-based incentives:
Stock-settled performance stock units (PSUs) 209 964 :
Restricted stock (RSAs) 262 365
Stock-settled deferred stock units (DSUs) — —
Employee stock purchase plan 563 602
Total other share-based incentives $ 1,034 §$ 1,931 [
Share-based compensation expense, before income taxes $ 18,527 $ 36,784 6

Share/Unit Activity
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Nine Months Ended November 3(

Equity Classified

(Shares/units in thousands) Options MSUs Other
Outstanding as of February 28, 2022 5,796 393 1
Granted 1,285 137

Exercised or vested and converted (208) 122) (
Cancelled (48) 6)

Outstanding as of November 30, 2022 6,825 402 1

Weighted average grant date fair value per share/unit:

Granted $ 3335 % 126.59 $ 95.
Ending outstanding $ 25.69 $ 120.96 $ 99.

As of November 30, 2022

Unrecognized compensation (in millions) $ 59.0 $ 182 $ 2
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Net Earnings Per Share
(Tables)

Earnings Per Share
[Abstract]
Basic And Dilutive Net

Earnings Per Share
Reconciliations

9 Months Ended
Nov. 30, 2022
Basic and Dilutive Net Earnings Per Share Reconciliations
Three Months Ended N
November 30

(In thousands except per share data) 2022 2021 207
Net earnings $ 37,580 $ 269,438 4
Weighted average common shares outstanding 158,003 162,006 ]
Dilutive potential common shares:

Stock options 268 2,373

Stock-settled stock units and awards 265 494
Weighted average common shares and dilutive potential common shares 158,536 164,873 ]
Basic net earnings per share $ 024 $ 1.66
Diluted net earnings per share $ 024 $ 1.63
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Accumulated Other
Comprehensive Income
(Loss) (Tables)

Comprehensive Income
(Loss), Net of Tax,
Attributable to Parent
[Abstract]

Changes In Accumulated
Other Comprehensive Loss By

Component

Changes In And
Reclassifications Out Of

Accumulated Other
Comprehensive Loss

9 Months Ended
Nov. 30, 2022

Changes in Accumulated Other Comprehensive Income (Loss) By Component

Net Net
Unrecognized Unrecognized
Actuarial Hedge
(In thousands, net of income taxes) Losses Gains
Balance as of February 28, 2022 $ (73,001) $ 26,579
Other comprehensive income before reclassifications — 113,510
Amounts reclassified from accumulated other comprehensive income (loss) 1,444 (11,112)
Other comprehensive income 1,444 102,398
Balance as of November 30, 2022 $ (71,557) $ 128,977 |
Changes In and Reclassifications Out of Accumulated Other Comprehensive Income (Loss)
Three Months Ended November 30 Nine Month:

(In thousands) 2022 2021 2022
Retirement Benefit Plans:
Actuarial loss amortization reclassifications recognized in net pension expense:

Cost of sales $ 272§ 367 I

CarMax Auto Finance income 19 21

Selling, general and administrative expenses 346 481 1,
Total amortization reclassifications recognized in net pension expense 637 869 1,
Tax expense (155) (210) (¢
Amortization reclassifications recognized in net pension expense, net of tax 482 659 1,
Net change in retirement benefit plan unrecognized actuarial losses, net of tax 482 659 1,
Cash Flow Hedges (Note 6):
Changes in fair value 42,521 11,339 152,
Tax expense (10,919) (2,985) (39,

Changes in fair value, net of tax 31,602 8,354 113,
Reclassifications to CarMax Auto Finance income (8,965) 4,111 (14,
Tax benefit (expense) 2,302 (1,082) 3,

Reclassification of hedge (gains) losses, net of tax (6,663) 3,029 ait,
Net change in cash flow hedge unrecognized gains, net of tax 24,939 11,383 102,
Total other comprehensive income, net of tax $ 25421 $ 12,042 103,
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9 Months Ended
Leases (Tables) onths Ende

Nov. 30, 2022
Leases [Abstract]
Lease. Cost [Tsble Text Block] Three Months Ended November 30 Nine Months End
(In thousands) 2022 2021 2022
Operating lease cost $ 22,450 $ 20,581  $ 68,381
Finance lease cost:
Depreciation of lease assets 4,178 3,383 11,701
Interest on lease liabilities 5,728 4,257 16,129
Total finance lease cost 9,906 7,640 27,830
Total lease cost $ 32,356 $ 28,221  $ 96,211
@ Includes short-term leases and variable lease costs, which are immaterial.
Sl s s
(In thousands) Classification 2022
Assets:
Operating lease assets Operating lease assets $ 529,781 $
Finance lease assets Property and equipment, net 146,826
Total lease assets $ 676,607 $
Liabilities:
Current:
Operating leases Current portion of operating lease liabilities $ 51,215 $
Finance leases Accrued expenses and other current liabilities 18,152
Long-term:
Operating leases Operating lease liabilities, excluding current portion 509,106
Finance leases Other liabilities 162,264
Total lease liabilities $ 740,737 $

@ Finance lease assets are recorded net of accumulated depreciation of $42.4 million as of November 30, 2022 and $30.7 million as of February 28, 2022.

Other Lease Disclosures As of November 30
[Table Text Block] Lease Term and Discount Rate 2022
Weighted Average Remaining Lease Term (in years)
Operating leases 16.68
Finance leases 11.02

Weighted Average Discount Rate

Operating leases 4.84 %
Finance leases 19.50 %
Nine Months Ended No
(In thousands) 2022

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 67,675 $
Operating cash flows from finance leases $ 12,747 §
Financing cash flows from finance leases $ 10,056 $

Lease assets obtained in exchange for lease obligations:
Operating leases $ 29,027 $
Finance leases $ 31,344 §
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Schedule Of Future Minimum
Lease Obligations [Table Text

As of November 30

Block] (In thousands) Operating Leases
Fiscal 2023, remaining $ 18,699 $
Fiscal 2024 76,168
Fiscal 2025 74,353
Fiscal 2026 68,771
Fiscal 2027 62,201
Thereafter 578,907
Total lease payments 879,099
Less: interest (318,778)
Present value of lease liabilities $ 560,321  §

@ Lease payments exclude $31.3 million of legally binding minimum lease payments for leases signed but not yet commenced.
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Segment Reporting (Tables)

Segment Reporting
[Abstract]

Schedule of Segment
Reporting Information, by

Segment

9 Months Ended
Nov. 30, 2022

CarMax Sales

Three Months Ended November 30, 2022

(In thousands) Operations Other Eliminations

Sales and operating revenues $ 6,472,702 $ 33,254 $ -
Intersegment sales and operating revenues — 5,549 (5,54
Total sales and operating revenues $ 6,472,702 $ 38,803 § (5,54
Depreciation and amortization $ 404 $ 3,735 $ -
Gross profit $ 554,057 $ 23,780 $ (1,14

Reconciliation to Consolidated Earnings Before Taxes:

CAF Income

Selling, general and administrative expenses

Depreciation and amortization @
Interest expense

Other income (expense)

Earnings before income taxes

Nine Months Ended November 30, 2022

(In thousands) CarMax Sales Operations Other Eliminations

Sales and operating revenues $ 23,860,462 101,818 $—

Intersegment sales and operating revenues — 20,219 (20,219)

Total sales and operating revenues $ 23,860,462 122,837 (20,519)

Depreciation and amortization ¥ $ 1,692 10,899 $—
$ 2,115,831 77,869 (4,576)

Gross profit

Reconciliation to Consolidated Earnings Before Taxes:

CAF Income

Selling, general and administrative expenses

Depreciation and amortization ?
Interest expense

Other income (expense)

Earnings before income taxes

@) Represents only the portion of depreciation and amortization recorded within Cost of sales, and thus included in the calculation of Gross profit.

@ Exclusive of depreciation and amortization recorded within Cost of sales.
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9 Months Ended

Nov. 30, 2022
segment

Background (Narrative)
(Details)

Organization, Consolidation and Presentation of Financial Statements [Abstract]
Reportable segments 2
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Business Combinations and

Asset Acquisitions Jm‘lj'sol;’ (%S())Zl
(Narrative) (Details)
$ in Millions shares
Business Combination and Asset Acquisition [Abstract]
Business Acquisition, Transaction Costs $8.0
Stock Issued During Period, Shares, Acquisitions | shares 776,097

Business Combination, Step Acquisition, Equity Interest in Acquiree, Remeasurement Gain $ 8.7
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Business Combinations and
Asset Acquisitions (Schedule

of Purchase Consideration) Julllj'sﬂli’ (;())21
(Details) - Edmunds
$ in Thousands
Business Acquisition [Line Items]
Business Combination, Consideration Transferred $ 401,818
Business Combination, Consideration Transferred 251,047
Business Combination, Consideration Transferred, Equity Interests Issued and Issuable 90,571
Business Combination, Step Acquisition, Equity Interest in Acquiree, Fair Value $ 60,200
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Business Combinations and

Asset Acquisitions (Schedule

of Recognized Identified
Assets Acquired and
Liabilities Assumed)
(Details) - USD ()
$ in Thousands

Business Acquisition [Line Items]

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Cash and Equivalents

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Current Assets, Receivables

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed., Current Assets, Other

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed, Property, Plant, and Equipment

Goodwill

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed, Intangible Assets, Other than Goodwill

Operating lease assets

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed, Other Noncurrent Assets

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Assets

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Current Liabilities, Accounts Payable

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Current Liabilities, Other

Current portion of operating lease liabilities

Business Combination Recognized Identifiable Assets Acquired and Liabilities

Assumed. Deferred Tax Assets

Business Combination, Recognized Identifiable Asset Acquired and Liability

Assumed. Lease Obligation

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed. Liabilities

Business Combination, Recognized Identifiable Assets Acquired and Liabilities

Assumed, Net

Goodwill, Purchase Accounting Adjustments

Edmunds

Business Acquisition [Line Items]

Goodwill
Operating lease assets

Current portion of operating lease liabilities
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Jun. 01, Nov. 30, Feb. 28,
2021 2022 2022

$9,484
33,719
2,397

20,741

$ $
141,258 141,258

218,000
529,781 537,357
191

523,040
5,063

11,277
$ 51,215 § 44,197
3,823

88,264
121,222

401,818
8,400

141,258
97,250
§ 12,795
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Business Combinations and
Asset Acquisitions (Finite-

Lived and Indefinite-Lived Jun. 01,
Intangible Assets Acquired 2021
as Part of Business USD ($)
Combination(Details)

$ in Thousands

Acquired Indefinite-lived Intangible Assets [Line Items]

Business Combination, Recognized Identifiable Assets Acquired and Liabilities Assumed, Intangible
Assets, Other than Goodwill

Internally developed software

Acquired Indefinite-lived Intangible Assets [Line Items]

Finite-Lived Intangible Asset, Useful Life 7 years
Finite-lived Intangible Assets Acquired $ 52,900
Customer Relationships

Acquired Indefinite-lived Intangible Assets [Line Items]

Finite-Lived Intangible Asset, Useful Life 17 years
Finite-lived Intangible Assets Acquired $ 133,200
Trade Names

Acquired Indefinite-lived Intangible Assets [Line Items]

Indefinite-Lived Trade Names $ 31,900

$ 218,000
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Revenue (Details) - USD ($)
$ in Millions

Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Used vehicle sales

Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Wholesale vehicle sales

Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Extended protection plan revenues
Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Third-party finance income/(fees), net

Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Advertising & subscription revenues [Domain]
Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding

Assessed Tax

Service revenues

Disaggregation of Revenue [Line Items]
Revenue from Contract with Customer, Excluding
Assessed Tax

Other
Disaggregation of Revenue [Line Items]

Revenue from Contract with Customer, Excluding
Assessed Tax

Total other sales and revenues
Disaggregation of Revenue [Line Items]

Revenue from Contract with Customer, Excluding
Assessed Tax

3 Months Ended

Nov. 30,

2022

$ 6,506.0

5,204.6

1,152.2

91.8

1.0

333

19.6

3.5

$ 149.2

Nov. 30,

2021

$8,527.8

6,435.6

1,922.3

106.6

1.6

333

19.7

8.7

$169.9
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9 Months Ended
Nov. 30, Nov. 30,
2022 2021

$23,962.4 §$24,213.7

18,503.2

4,959.1

318.1

7.1

101.9

60.8

12.3

$ 500.2

18,697.3

4,998.2

353.8

(0.3)

67.9

62.9

33.9

$518.2
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CarMax Auto Finance 3 Months Ended 9 Months Ended

(Components Of CarMax
Auto Finance Income) Nov. 30, Nov. 30, Nov. 30, Nov. 30,
(Details) - USD ($) 2022 2021 2022 2021

$ in Thousands
Auto Finance Income [Line Items]

Interest and fee income $365,400 $330,000 $1,069,300 $ 964,400
Interest expense (88,800) (53,600) (200,100)  (180,000)
Total interest margin 276,600 276,400 869,200 784,400
Provision for loan losses (85,700) (76,200) (219,000)  (87,300)
Total interest margin after provision for loan losses 190,900 200,200 650,200 697,100
Payroll and fringe benefit expense (16,100) (12,700) (46,700) (37,700)
Other Depreciation and Amortization (4,000) (2,400) (11,600) (2,800)
Other direct expenses (18,700) (19,200) (52,400) (48,900)
Total direct expenses (38,800) (34,300) (110,700)  (89,400)
CarMax Auto Finance income 152,196 165,968 539,538 607,732
Total average managed receivables $ 16,540,200 $ 15,288,800 $ 16,177,800 $ 14,706,900

Interest and fee income, percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables 8.80% 8.60% 8.80% 8.70%
Interest expense., percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables (2.10%) (1.40%) (1.60%) (1.60%)
Total interest margin, percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables 6.70% 7.20% 7.20% 7.10%
Provision for loan losses, percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables (2.10%) (2.00%) (1.80%) (0.80%)
Total interest margin after provision for loan losses,

percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables 4.60% 5.20% 5.40% 6.30%
Payroll and fringe benefit expense, percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables (0.40%) (0.30%) (0.40%) (0.30%)
Other Depreciation and Amortization

Auto Finance Income [Line Items]

Item as percent of total average managed receivables (0.10%) (0.10%) (0.10%) 0.00%
Other direct expenses, percent

Auto Finance Income [Line Items]

Item as percent of total average managed receivables (0.50%) (0.50%) (0.40%) (0.40%)
Total direct expenses, percent

Auto Finance Income [Line Items]
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Item as percent of total average managed receivables (0.90%) (0.90%) (0.90%) (0.80%)

CarMax Auto Finance income, percent
Auto Finance Income [Line Items]

Item as percent of total average managed receivables 3.70% 4.30% 4.40% 5.50%
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Auto Loan Receivables

(Auto Loan Receivables, Net) Nov. 30, Aug.31, Feb.28, Nov.30, Aug.31, Feb.28,
(Details) - USD ($) 2022 2022 2022 2021 2021 2021
$ in Thousands
Non-recourse Notes Payable $ $
16,237,419 15,466,799

Flnancm'g Receivable, before Allowance 16,652,700 15,652,300
for Credit Loss
Interest Receivable 83,300 67,300
Other (4,200) 3,100
ilonsincmg Receivable. Allowance for Credit o 147 § 477,500 433,030  $ 426,500 $ 398,100 $ 411,100
Flnar}c1ng Receivable, after Allowance for 16,240,832 15,289,701
Credit Loss

Asset-backed term funding

Financing Receivable, before Allowance
for Credit Loss

Warehouse facilities

Flnancm'g Receivable, before Allowance 3,420,900 3,291,900
for Credit Loss

Overcollateralization

12,342,000 11,653,800

Financing Receivable, before Allowance
for Credit Loss
Other managed receivables

Flnancm' Receivable, before Allowance $ 201,700 $ 217,500
for Credit Loss

688,100 489,100
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Auto Loan Receivables
(Ending Managed
Receivables By Major Credit
Grade) (Details) - USD ($)
$ in Millions

Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $6,052.1
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 5,630.7
Financing Receivable, Originated Two Years before Latest Fiscal Year 2,527.1
Financing Receivable, Originated Three Years before Latest Fiscal Year 1,582.9
Financing Receivable, Originated Four Years before Latest Fiscal Year 664.2

Financing Receivable, Originated Five or More Years before Latest Fiscal Year 195.7

Financing Receivable, before Allowance for Credit Loss $16,652.7
Total ending managed receivables as percentage by major credit grade 100.00%
Core managed receivables

Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $5,829.7
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 5,503.5
Financing Receivable, Originated Two Years before Latest Fiscal Year 2,510.2
Financing Receivable, Originated Three Years before Latest Fiscal Year 1,559.1
Financing Receivable, Originated Four Years before Latest Fiscal Year 648.7

Financing Receivable, Originated Five or More Years before Latest Fiscal Year 189.1

Financing Receivable, before Allowance for Credit Loss $16,240.3
Total ending managed receivables as percentage by major credit grade 97.50%
Credit Grade A | Core managed receivables

Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $3,154.3
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 2,815.6
Financing Receivable, Originated Two Years before Latest Fiscal Year 1,252.9
Financing Receivable, Originated Three Years before Latest Fiscal Year 800.6
Financing Receivable, Originated Four Years before Latest Fiscal Year 290.0

Financing Receivable, Originated Five or More Years before Latest Fiscal Year63.4

Financing Receivable, before Allowance for Credit Loss $ 8,376.8
Total ending managed receivables as percentage by major credit grade 50.30%
Credit Grade B | Core managed receivables

Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $2,079.9
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 2,020.1
Financing Receivable, Originated Two Years before Latest Fiscal Year 907.2
Financing Receivable, Originated Three Years before Latest Fiscal Year 564.1
Financing Receivable, Originated Four Years before Latest Fiscal Year 268.0

Financing Receivable, Originated Five or More Years before Latest Fiscal Year87.4

Financing Receivable, before Allowance for Credit Loss $5,926.7
Total ending managed receivables as percentage by major credit grade 35.60%
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Nov. 30, 2022 Feb. 28, 2022

$7,765.0
3,596.9
2,453.3
1,227.7
492.4
117.0

$ 15,652.3
100.00%

$7,599.8
3,573.0
2,418.6
1,203.9
482.4
112.3

$ 15,390.0
98.30%

$ 3,885.5
1,788.3
1,266.1
574.1
203.4
32.3
$7,749.7
49.50%

$2,795.2
1,288.5
857.7
473.1
205.2
50.4
$5,670.1
36.20%
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Credit Grade C And Other | Core managed receivables
Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $595.5
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 667.8
Financing Receivable, Originated Two Years before Latest Fiscal Year 350.1
Financing Receivable, Originated Three Years before Latest Fiscal Year 194.4
Financing Receivable, Originated Four Years before Latest Fiscal Year 90.7
Financing Receivable, Originated Five or More Years before Latest Fiscal Year38.3
Financing Receivable, before Allowance for Credit Loss $1,936.8
Total ending managed receivables as percentage by major credit grade 11.60%

Credit Grade C And Other | Other managed receivables

Financing Receivable, By Major Credit Grade [Line Items]

Financing Receivable, Originated in Current Fiscal Year $2224
Financing Receivable, Originated in Fiscal Year before Latest Fiscal Year 127.2
Financing Receivable, Originated Two Years before Latest Fiscal Year 16.9
Financing Receivable, Originated Three Years before Latest Fiscal Year 23.8
Financing Receivable, Originated Four Years before Latest Fiscal Year 15.5
Financing Receivable, Originated Five or More Years before Latest Fiscal Year6.6
Financing Receivable, before Allowance for Credit Loss $412.4
Total ending managed receivables as percentage by major credit grade 2.50%
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$919.1
496.2
294.8
156.7
73.8
29.6
$1,970.2
12.60%

$165.2
239
34.7
23.8
10.0
4.7
$262.3
1.70%
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Auto Loan Receivables
(Allowance for Loan Losses)
(Details) - USD ($)
$ in Thousands
Financing Receivable, Allowance for

Credit Loss [Line Items]

Financing Receivable, Allowance for
Credit Loss

Financing Receivable, Allowance for
Credit Loss, Writeoff

Financing Receivable, Allowance for
Credit Loss, Recovery

Provision for loan losses

Financing Receivable, Allowance for

Credit Loss, Period Increase (Decrease)

Allowance For Loan Losses. percent
Financing Receivable, Allowance for

Credit Loss [Line Items]

%g—g_
Item as percent of total ending managed 2.95%

receivables

Core managed receivables
Financing Receivable, Allowance for

Credit Loss [Line Items]
Financing Receivable, Allowance for
Credit Loss

Financing Receivable, Allowance for
Credit Loss., Writeoff

Financing Receivable, Allowance for
Credit Loss, Recovery

Provision for loan losses

Other managed receivables
Financing Receivable, Allowance for

Credit Loss [Line Items]

Financing Receivable, Allowance for
Credit Loss

Financing Receivable, Allowance for
Credit Loss, Writeoff

Financing Receivable, Allowance for
Credit Loss, Recovery

Provision for loan losses

3 Months Ended 9 Months Ended

Nov. 30, Nov. Nov. 30, Nov. 30, Aug. Feb. Aug. Feb.
2022 % 2022 201 3L 28 3L 28
2021 2022 2022 2021 2021

$ s $ $ I A

491,047 426,500 491,047 426,500 477,500433,030398,100411,100
(112,600) (68,200) (276,900) (153,700)

40,400 20,400 115,900 81,800

$
$ 85,700 76.200 219,000 $ 87,300
$ 58,000
2.75% 295% 2.75%  2.92% 2.77% 2.66% 2.97%
$ $ $ $ $ $ $ $

396,400 385,700 396,400 385,700 396,100377,500360,000379,400
(96,300) (61,600)(241,900)(140,600)

35,700 18,800 104,700 76,100

60,900 68,500 156,100 70,800

$ $ $ $

94,600 40,800 94,600 40,800 81,400 55.500 38,100 31,700

(16,300) (6,600) (35,000) (13,100)

4,700 1,600 11,200 5,700

$ 24,800 $ 7,700 $ 62,900 $ 16,500
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Auto Loan Receivables (Past
Due Receivables) (Details) -
USD (§)
$ in Millions
Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit Loss, Current

Past due receivables as a percentage of total ending managed receivables
Financing Receivable, before Allowance for Credit Loss, Noncurrent

Financing Receivable, before Allowance for Credit Loss

Item As A Percent Of Total Ending Managed Receivables

One to Thirty Days Past Due

Financing Receivable, Past Due [Line Items]

Past due receivables as a percentage of total ending managed receivables
Thirty One To Sixty Days Past Due [Member]

Financing Receivable, Past Due [Line Items]

Past due receivables as a percentage of total ending managed receivables
Financing Receivable, before Allowance for Credit Loss, Noncurrent
Sixty One To Ninety Days Past Due [Member]

Financing Receivable, Past Due [Line Items]

Past due receivables as a percentage of total ending managed receivables
Financing Receivable, before Allowance for Credit Loss, Noncurrent
Greater Than Ninety Days Past Due [Member]

Financing Receivable, Past Due [Line Items]

Past due receivables as a percentage of total ending managed receivables
Financing Receivable, before Allowance for Credit Loss, Noncurrent
Core managed receivables

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Current
Financing Receivable, before Allowance for Credit Loss, Noncurrent
Financing Receivable, before Allowance for Credit Loss

Core managed receivables | Thirty One To Sixty Days Past Due [Member
Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent

Core managed receivables | Sixty One To Ninety Days Past Due [Member]

Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit Loss, Noncurrent

Core managed receivables | Greater Than Ninety Days Past Due [Member

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit LLoss, Noncurrent
Core managed receivables | Credit Grade A

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Current

Financing Receivable, before Allowance for Credit LLoss, Noncurrent
Financing Receivable, before Allowance for Credit Loss
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Nov. 30,
2022

$15,820.9
4.99%
$831.8
$16,652.7
100.00%

95.01%

2.85%
$474.1

1.75%
$292.1

0.39%
$65.6

15,516.1
724.2
16,240.3

416.8

250.7

56.7

8,340.4
36.4
8,376.8

Feb. 28,
2022

$15,022.3
4.02%
$630.0
$15,652.3
100.00%

95.98%

2.50%
$392.1

1.21%
$189.1

0.31%
$48.8

14,815.9
574.1
15,390.0

359.1

170.0

45.0

7,711.9
37.8
7,749.7
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Core managed receivables | Credit Grade A | Thirty One To Sixty Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent 21.7 254
Core managed receivables | Credit Grade A | Sixty One To Ninety Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit Loss, Noncurrent 11.6 9.2
Core managed receivables | Credit Grade A | Greater Than Ninety Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent 3.1 3.2
Core managed receivables | Credit Grade B

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Current 5,570.5 5,401.3
Financing Receivable, before Allowance for Credit Loss, Noncurrent 356.2 268.8
Financing Receivable, before Allowance for Credit Loss 5,926.7 5,670.1
Core managed receivables | Credit Grade B | Thirty One To Sixty Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit Loss, Noncurrent 211.9 173.3
Core managed receivables | Credit Grade B | Sixty One To Ninety Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit LLoss, Noncurrent 116.4 75.6
Core managed receivables | Credit Grade B | Greater Than Ninety Days Past Due

[Member]

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent 27.9 19.9
Core managed receivables | Credit Grade C And Other

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Current 1,605.2 1,702.7
Financing Receivable, before Allowance for Credit Loss, Noncurrent 331.6 267.5
Financing Receivable, before Allowance for Credit Loss 1,936.8 1,970.2

Core managed receivables | Credit Grade C And Other | Thirty One To Sixty Days Past

Due [Member

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent 183.2 160.4
Core managed receivables | Credit Grade C And Other | Sixty One To Ninety Days Past

Due [Member

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Noncurrent 122.7 85.2
Core managed receivables | Credit Grade C And Other | Greater Than Ninety Days Past

Due [Member

Financing Receivable, Past Due [Line Items]
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Financing Receivable, before Allowance for Credit Loss, Noncurrent 25.7

Other managed receivables | Credit Grade C And Other

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit Loss, Current 304.8
Financing Receivable, before Allowance for Credit Loss, Noncurrent 107.6
Financing Receivable, before Allowance for Credit Loss 412.4

Other managed receivables | Credit Grade C And Other | Thirty One To Sixty Days Past
Due [Member

Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit Loss, Noncurrent 57.3

Other managed receivables | Credit Grade C And Other | Sixty One To Ninety Days Past
Due [Member

Financing Receivable, Past Due [Line Items]

Financing Receivable, before Allowance for Credit [Loss, Noncurrent 41.4
Other managed receivables | Credit Grade C And Other | Greater Than Ninety Days Past

Due [Member

Financing Receivable, Past Due [Line Items]
Financing Receivable, before Allowance for Credit LLoss, Noncurrent $89
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21.9

206.4
55.9
262.3

33.0

19.1

$3.8
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Derivative Instruments And 3 Months
Hedging Activities Ended
(Narrative) (Details) -

Interest Rate Swaps - Cash
Flow Hedging - USD ($)

$ in Millions

Designated As Hedging Instrument
Derivative [Line Items]

Additional reclassification from AOCL to CAF income within the

next 12 months

Derivative, Notional Amount $ 4,680.0
Not Designated as Hedging Instrument [Member]

Derivative [Line Items]

Derivative, Gain (Loss) on Derivative, Net 5.0
Derivative, Notional Amount $1,110.0
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Nov. 30, 2022 Nov. 30, 2022

9 Months

Ended
Feb. 28,
2022
$47.2
4,680.0 $ 3,640.0
23.6

$1,110.0 $578.3
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Fair Value Measurements

(Schedule Of Items
Measured At Fair Value On Nov. 30, Feb. 28,
A Recurring Basis) (Details) 2022 2022
- USD (§)

$ in Thousands
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Money market securities $ 1,261,183 $ 701,865
Mutual fund investments 21,485 24,022
Total assets at fair value $ 1,405,076 $ 774,678
Percent of total assets at fair value 100.00%  100.00%
Percent of total assets 5.40% 2.90%
Total liabilities at fair value $3,599) §(1,379)
Percent of total liabilities 0.00% 0.00%
Level 1

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Money market securities $ 1,261,183 $ 701,865
Mutual fund investments 21,485 24,022
Total assets at fair value $ 1,282,668 $ 725,887
Percent of total assets at fair value 91.30% 93.70%
Percent of total assets 4.90% 2.80%
Total liabilities at fair value $0 $0
Percent of total liabilities 0.00% 0.00%
Level 2

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Money market securities $0 $0
Mutual fund investments 0 0

Total assets at fair value $ 122,408 $ 48,791
Percent of total assets at fair value 8.70% 6.30%
Percent of total assets 0.50% 0.20%
Total liabilities at fair value $@3,599) $(1,379)
Percent of total liabilities 0.00% 0.00%

Designated As Hedging Instrument
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]
Derivative Asset $89,485  $39.452
Liabilities: Derivative instruments (3,599) (1,379)

Designated As Hedging Instrument | Level 1
Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Derivative Asset 0 0
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Liabilities: Derivative instruments 0

Designated As Hedging Instrument | Level 2

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]
Derivative Asset 89,485
Liabilities: Derivative instruments (3,599)

Not Designated as Hedging Instrument [Member]

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Derivative Asset 32,923
Not Designated as Hedging Instrument [Member] | Level 1

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]

Derivative Asset 0

Not Designated as Hedging Instrument [Member] | Level 2

Fair Value, Assets and Liabilities Measured on Recurring and Nonrecurring Basis

[Line Items]
Derivative Asset $ 32,923
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39,452
(1,379)

9,339

$ 9,339
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Fair Value Measurements
Fair Value Measurements
(Schedule of Carrying Values
and Estimated Fair Values of Nov. 30, 2022 Feb. 28, 2022
Debt Instruments) (Details) -
USD ()
$ in Thousands
Fair Value Disclosures [Abstract]
Senior Notes $ 500,000 $ 500,000
Debt Instrument, Fair Value Disclosure $ 474,771 $517,396
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Cancellation Reserves
(Narrative) (Details) - USD

(&)

$ in Millions
Cancellation Reserves [Abstract]
Cancellation reserves, current portion $ 80.4 $ 78.7

Nov. 30, 2022 Feb. 28, 2022
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Cancellation Reserves 3 Months Ended 9 Months Ended
(Schedule Of Cancellation

Reserves Accrual) (Details) - Nov. 30, Nov.30, Nov.30, Nov. 30,
USD (§) 2022 2021 2022 2021
$ in Millions

SEC Schedule, 12-09, Movement in Valuation Allowances and
Reserves [Roll Forward]

Balance as of beginning of period $148.8 $1443 $1447 $1245
Cancellations (252)  (252)  (803)  (68.3)
Provision for future cancellations 20.7 28.7 79.9 91.6
Balance as of end of period $1443 $147.8 $1443 $1478
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Income Taxes (Narrative)
(Details) - USD (8) Nov. 30, 2022 Feb. 28, 2022
$ in Millions

Federal Income Tax Note
Unrecognized tax benefits, gross$ 26.7 $24.8
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Debt (Schedule Of Debt)
(Details) - USD (%)

$ in Thousands
Debt Instrument [Line Items]
Long-term Debt
Financing Obligations
Non-recourse Notes Payable
Total debt
Less: current portion
Unamortized Debt Issuance Expense
Revolving Credit Facility [Member]
Debt Instrument [Line Items]
Long-term Debt
Term Loan [Member]
Debt Instrument [Line Items]
Long-term Debt

3.86% senior notes dues 2023 [Member]

Debt Instrument [Line Items]
Long-term Debt

4.17% senior notes due 2026 [Member]

Debt Instrument [Line Items]
Long-term Debt

4.27% senior notes due 2028 [Member]

Debt Instrument [Line Items]
Long-term Debt

October 2021 Term Loan

Debt Instrument [Line Items]
Long-term Debt

Nov. 30, 2022 Feb. 28, 2022

$ 17,640,682 $ 18,175,019

517,349
16,237,419
18,254,226
(586,855)
(26,689)

300,000

100,000

200,000

200,000

$ 699,458

524,766
15,466,799
18,734,417
(532,272)
(27,126)

1,243,500

300,000

100,000

200,000

200,000

$ 699,352
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Debt (Schedule of Funding
Vehicles) (Details) - USD ($)
$ in Thousands

Debt Instrument [Line Items]
Non-recourse Notes Payable
Warehouse Facility Three
Debt Instrument [Line Items]
Warehouse Facilities Maximum Borrowing Capacity
Warehouse Facility Two
Debt Instrument [Line Items]
Warehouse Facilities Maximum Borrowing Capacity
Warehouse Facility One
Debt Instrument [Line Items]
Warehouse Facilities Maximum Borrowing Capacity
Warehouse Facilities [Member]
Debt Instrument [Line Items]
Warehouse Facilities Maximum Borrowing Capacity

Nov. 30, 2022 Feb. 28, 2022

$ 16,237,419 $ 15,466,799

250,000

2,850,000

2,300,000

5,400,000

Debt Instrument, Unused Borrowing Capacity, Amount 1,980,000

Non-recourse Notes Payable

Term Securitizations Debt [Member]
Debt Instrument [Line Items]
Non-recourse Notes Payable

3,420,000

$ 12,820,000
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Debt (Narrative) (Details) -

USD ($)
$ in Thousands

Debt Instrument [Line Items]

Outstanding Balance
Capitalized interest

Credit Facility

Debt Instrument [Line Items]

Maximum borrowing capacity

Unused capacity
Term Loan [Member]

Debt Instrument [Line Items]

Outstanding Balance

Long-Term Debt, Percentage Bearing Variable Interest, Percentage

Rate
Senior Notes [Member]

Debt Instrument [Line Items]

Outstanding Balance

Financing obligation | Minimum

Debt Instrument [Line Items]

Initial lease terms, in vears

Financing obligation | Maximum

Debt Instrument [Line Items]

Initial lease terms, in years

October 2021 Term Loan

Debt Instrument [Line Items]

Outstanding Balance

Long-Term Debt, Percentage Bearing Variable Interest, Percentage

Rate

9 Months Ended

Nov. 30, Nov. 30,
2022 2021

$ 17,640,682
3,600 $ 5,000

2,000,000
2,000,000

$ 300,000
4.67%

$ 500,000

15 years

20 years

$ 700,000
4.67%
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Stock and Stock-Based
Incentive Plans (Narrative)
(Details) - USD ($)
$ in Millions
Stock and Stock-Based Incentive Plans
Stock Repurchase Program, Authorized Amount$ 4,000.0
Share Repurchase Program
Stock and Stock-Based Incentive Plans
Available for repurchase, as of end of period $2,451.3 $876.2

Nov. 30, 2022 Nov. 30, 2021
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Stock and Stock-Based
Incentive Plans (Schedule of
Common Stock
Repurchases) (Details) -
Share Repurchase Program -
USD ()
$ / shares in Units, $ in
Millions

Share-based Compensation Arrangement by Share-based

Payment Award [Line Items]

Number of shares repurchased

Average Cost Per Share

Available for repurchase, as of end of period

3 Months Ended 9 Months Ended

Nov. 30, Nov.30, Nov. 30, Nov. 30,
2022 2021 2022 2021

30,000.0 851,100 3,403,900 3,602,800
$87.70 §$13552 §$9495 §127.65
$2,4513 §876.2 §2,451.3 §876.2
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Stock and Stock-Based 3 Months Ended 9 Months Ended
Incentive Plans
(Composition of Share-Based
Compensation Expense)
(Details) - USD (%)
$ in Thousands
Share-based Payment Arrangement, Expensed and Capitalized,
Amount [Line Items]
Share-based compensation expense, before income taxes $ 18,527 $36,784 $66,851 $110,921
Cost of sales
Share-based Payment Arrangement, Expensed and Capitalized,
Amount [Line Items]
Share-based compensation expense, before income taxes 333 1,896 1,474 5,719

Nov. 30, Nov.30, Nov.30, Nov. 30,
2022 2021 2022 2021

Carmax Auto Finance Income

Share-based Payment Arrangement, Expensed and Capitalized,

Amount [Line Items]

Share-based compensation expense, before income taxes 981 1,560 1,394 4,749
Selling, general and administrative expenses

Share-based Payment Arrangement, Expensed and Capitalized,

Amount [Line Items]

Share-based compensation expense, before income taxes $17,213 $33,328 $63,983 $100,453
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Stock and Stock-Based
Incentive Plans
(Composition of Share-Based
Compensation Expense - By
Grant Type) (Details) - USD

(&)

$ in Thousands
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Stock options
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Cash-settled restricted stock units (RSUs)
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Stock-settled market stock units (MSUSs)
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Stock-settled performance stock units (PSUs)
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Restricted Stock [Member]
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes
Stock-settled deferred stock units (DSUs)
Share-based Compensation Arrangement by Share-based
Payment Award [Line Items]
Share-based compensation expense, before income taxes

Employee stock purchase plan
Share-based Compensation Arrangement by Share-based

Payment Award [Line Items]
Share-based compensation expense, before income taxes

Other share-based incentives
Share-based Compensation Arrangement by Share-based

Payvment Award [Line Items]
Share-based compensation expense, before income taxes

3 Months Ended

9 Months Ended

Nov. 30, Nov.30, Nov. 30, Nov. 30,

2022

2021 2022

$ 18,527 $36,784 § 66,851

8,968

5,167

3,358

209

262

563

$1,034
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7,846 29,648

23,836 15,521

3,171 12,234

964 5,150
365 571

0 1,850
602 1,877

$1,931 §$9,448

2021

$ 110,921

27,375

62,398

11,260

5,334

670

1,925

1,959

$ 9,888
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Stock and Stock-Based 2

Incentive Plans (Details) - D]::[ggzl:ls
USD (%) Feb
$ / shares in Units, sl.la'res in Nov. 30, )8 )
Thousands, $ in Millions 2022 5 02’2
Share-based Compensation Arrangement by Share-based Payment Award [Line Items]
Share-baged Compensation Arrangement by Share-based Payment Award, Options, 6.85 5.796
Outstanding, Number ’ ’
Share-based Compensation Arrangement by Share-based Payment Award, Options, Grants in 1985
Period, Gross ’
Share-based Compensation Arrangement by Share-based Payment Award, Options, Exercises (208)
in Period
Share-based Compensation Arrangement by Share-based Payment Award, Options, Forfeitures (48)
and Expirations in Period
Shqre-basefi Compensation Arrangement.bv Share-based Payment Award, Options, Grants in $33.35
Period, Weighted Average Grant Date Fair Value ’
Shgre—based Compensation Arrag,qement by Share-based Payment Award, Options, Vested, $25.69
Weighted Average Grant Date Fair Value '
Share-based Payment Arrangement, Nonvested Award, Option, Cost Not yet Recognized, $59.0
Amount ’
Stock-settled market stock units (MSUs)
Share-based Compensation Arrangement by Share-based Payment Award [Line Items]
Share-based Cqmpensation Arrangement by Share-based Payment Award, Equity Instruments 400 393
Other than Options, Nonvested, Number
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments 137
Other than Options, Grants in Period
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments (122)
Other than Options, Vested in Period
Share-based Compensation Arrangement by Share-based Payment Award, Options, Forfeitures ©6)
and Expirations in Period
Share-based Cqmpensation Arrangement bv Share-based Payment Award, Equity Instruments $ 126.59
Other than Options, Grants in Period, Weighted Average Grant Date Fair Value '
Share-based Cqmpensation Arrangqment by Share-based Pavmenj[ Award, Equity Instruments $120.96
Other than Options, Nonvested. Weighted Average Grant Date Fair Value '
Share-based Payment Arrangement, Nonvested Award, Cost Not yet Recognized, Amount $18.2
Other share-based incentives
Share-based Compensation Arrangement by Share-based Payment Award [Line Items]
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments 135 170

Other than Options, Nonvested, Number
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments

Other than Options, Grants in Period >0
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments (80)

Other than Options, Vested in Period
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Share-based Compensation Arrangement by Share-based Payment Award, Options, Forfeitures
and Expirations in Period

Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments
Other than Options, Grants in Period, Weighted Average Grant Date Fair Value

Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments
Other than Options, Nonvested, Weighted Average Grant Date Fair Value

Share-based Payment Arrangement, Nonvested Award, Cost Not yet Recognized, Amount $24
Cash-settled restricted stock units (RSUs)

Share-based Compensation Arrangement by Share-based Payment Award [Line Items]
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments

)

$95.58

$99.04

Other than Options, Nonvested, Number 1,024 1,163
Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments 677

Other than Options, Grants in Period

Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments (748)

Other than Options, Vested in Period

Share-based Compensation Arrangement by Share-based Payment Award, Options, Forfeitures (68)

and Expirations in Period

Share-based Cqmnensation Arrangement .bV Share-based Payment Awa.rd. Equity Instruments $91.20

Other than Options, Grants in Period, Weighted Average Grant Date Fair Value

Share-based Compensation Arrangement by Share-based Payment Award, Equity Instruments $97.23

Other than Options, Nonvested, Weighted Average Grant Date Fair Value
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Net Earnings Per Share 9 Months

(Basic And Dilutive Net 3 Months Ended Ended
Earnings Per Share
Reconciliations) (Details) - Nov. Aug. May Nov. Aug. May Nov. Nov.
USD (8) 30, 31, 31, 30, 31, 31, 30, 30,
$ / shares in Units, shares in 2022 2022 2022 2021 2021 2021 2022 2021

Thousands, $ in Thousands

Schedule of Basic and Dilutive Net

Earnings Per Share Reconciliation [Line

Items

Net earnings $ $ $ $ $ $ $ $
37,580 125,905252,265269,438285,267436,756415,750991,461

Weighted average common shares
Weighted average common shares 158,003 162,006 159,044 162,710
outstanding, shares

.
Weighted average common shares and 158,536 164,873 160,195 165,606
dilutive potential common shares, shares

Basic net earnings per share (in dollars per

share) $0.24 $1.66 $2.61 $6.09
Diluted net earnings per share (in dollars per

share) $0.24 $1.63 $2.60 $5.99

Stock options
Schedule of Basic and Dilutive Net
Earnings Per Share Reconciliation [Line

Items]

Dilutive potential common shares, shares 268 2,373 857 2,391
Stock-settled stock units and awards

Schedule of Basic and Dilutive Net
Earnings Per Share Reconciliation [Line

Items]
Dilutive potential common shares, shares 265 494 294 505
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3 Months Ended 9 Months Ended

Nov.30, Nov.30, Nov.30, Nov. 30,
2022 2021 2022 2021

Net Earnings Per Share
(Narrative) (Details) - shares

Earnings Per Share [Abstract]
Anti-dilutive securities not included in calculation of diluted net
earnings per share

4,934,554 776,853 1,917,727 701,970
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Accumulated Other
Comprehensive Income
(Loss) (Details) - USD ($)
$ in Thousands

Schedule of Accumulated Other
Comprehensive Loss [Line Items]

Beginning balance

Other comprehensive income before
reclassifications

Amounts reclassified from accumulated
other comprehensive income (1oss)
Other comprehensive income (loss), net of $
taxes

Ending balance

Net Unrecognized Actuarial Losses
Schedule of Accumulated Other
Comprehensive Loss [Line Items]

Beginning balance
Other comprehensive income before
reclassifications

Amounts reclassified from accumulated
other comprehensive income (1oss)

Other comprehensive income (loss), net of
taxes

Ending balance

Net Unrecognized Hedge Gains (Losses)
Schedule of Accumulated Other
Comprehensive Loss [Line Items]

Beginning balance

Other comprehensive income before
reclassifications

Amounts reclassified from accumulated
other comprehensive income (loss)

Other comprehensive income (loss), net of
taxes

Ending balance

$

25,421 26,107
57,420

3 Months Ended
Nov. Aug. May Now.
30, 31, 31, 30,
2022 2022 2022 2021
$
(46,422)
5 52,314 5

12,042

(73,001)

(71,557)

26,579

128,977
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Aug. May
31, 31,
2021 2021

$3,411 $2,937

9 Months
Ended

Nov. Nov.
30, 30,
2022 2021

$
(46,422)

113,510

(9,668)

$

103,842 18,390

57,420

(73,001)
0

1,444

1,444
(71,557)

26,579
113,510
(11,112)

102,398

$
128,977
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Accumulated Other
Comprehensive Income
(Loss) (Changes In and
Reclassifications Out of

Accumulated Other
Comprehensive Income

(Loss)) (Details) - USD ($)
$ in Thousands

Total amortization reclassifications recognized in net pension
expense

Tax expense

Amortization reclassifications recognized in net pension
expense, net of tax

Net change in retirement benefit plan unrecognized actuarial
losses, net of tax

Changes in fair value
Tax expense

Changes in fair value, net of tax
Reclassifications to CarMax Auto Finance income

Tax benefit (expense)

Reclassification of hedge (gains) losses, net of tax

Net change in cash flow hedge unrecognized losses, net of tax
Total other comprehensive income, net of tax

Cost of sales

Total amortization reclassifications recognized in net pension
expense

CarMax Auto Finance income

Total amortization reclassifications recognized in net pension
expense

Selling, general and administrative expenses

Total amortization reclassifications recognized in net pension
expense
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3 Months Ended
Nov. 30, Nov. 30,
2022 2021
$ 637 $ 869
(155) (210)
482 659
482 659
42,521 11,339
(10,919)  (2,985)
31,602 8,354
(8,965) 4,111
2,302 (1,082)
(6,663) 3,029
24,939 11,383
25,421 12,042
272 367
19 21
$ 346 $ 481

9 Months Ended
Nov. 30, Nov. 30,

2022 2021
$ 1,909 $ 2,605
(465) (629)
1,444 1,976
1,444 1,976
152,731 8,668
(39,221)  (2,282)
113,510 6,386
(14,951) 13,610
3,839 (3,582)
(11,112) 10,028
102,398 16,414
103,842 18,390
810 1,083
51 64
$1,048 $ 1,458
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Accumulated Other
Comprehensive Income

(Loss) (Narrative) (Details) - Nov. 30, 2022 Feb. 28, 2022
USD ($)
$ in Millions
Comprehensive Income (Loss), Net of Tax, Attributable to Parent [Abstract]
Deferred tax $21.7 $14.2
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9 Months Ended

Leases Narrative (Details)

Minimum

Lessee, Lease, Description [Line Items]

Lease renewal term 1 year
Real Estate Lease Term 5 years
Equipment [ease Term 3 years
Maximum

Lessee, Lease, Description [Line Items]

Lease renewal term 20 years
Real Estate Lease Term 20 years
Equipment [ ease Term 8 years

Nov. 30, 2022

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com

Leases Components of Lease 3 Months Ended 9 Months Ended

Cost (Details) - USD ($) Nov. 30, 2022 Nov. 30, 2021 Nov. 30, 2022 Nov. 30, 2021
$ in Thousands

Leases [Abstract]

Operating Lease, Cost $ 22,450 $ 20,581 $ 68,381 $ 53,631
Finance Lease, Right-of-Use Asset, Amortization4,178 3,383 11,701 9,784
Finance Lease, Interest Expense 5,728 4,257 16,129 12,531
Finance Lease, Cost 9,906 7,640 27,830 22,315
Lease, Cost $ 32,356 $28,221 $96,211 $ 75,946
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Leases - Supplemental
Balance Sheet (Details) -
USD ()
$ in Thousands
Leases [Abstract]

Nov. 30, 2022 Feb. 28, 2022

Operating lease assets $ 529,781 $ 537,357
Finance Lease, Right-of-Use Asset 146,826 127,183
Total lease assets 676,607 664,540
Current portion of operating lease liabilities 51,215 44,197
Finance Lease, Liability, Current 18,152 10,290
Operating lease liabilities, excluding current portion 509,106 523,269
Finance Lease, Liability, Noncurrent 162,264 145,179
Total lease liabilities 740,737 722,935
Finance Lease Accumulated Depreciation $ 42,400 $ 30,700
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Lease Term and Discount Nov. 30, 2022 Feb. 28, 2022
Rate (Details) Rate Rate
Leases [Abstract]

Operating Lease, Weighted Average Remaining [Lease Term 16 years 8 months 4 days 17 years 3 months 21 days

Finance [ease, Weighted Average Remaining [.ease Term 11 years 7 days 12 years 5 months 1 day
Operating Lease, Weighted Average Discount Rate, Percent 4.84% 4.80%
Finance Lease, Weighted Average Discount Rate, Percent 19.50% 14.35%
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Lease Supplemental Cash 9 Months Ended
Flow Information (Details) -

USD ($) Nov. 30, 2022 Nov. 30, 2021
$ in Thousands

Leases [Abstract]

Operating Lease, Payments $ 67,675 $51,527
Finance Lease, Interest Payment on Liability 12,747 8,086
Finance Lease, Principal Payments 10,056 8,822
Right-of-Use Asset Obtained in Exchange for Operating Lease Liability 29,027 45,491

Right-of-Use Asset Obtained in Exchange for Finance Lease Liability $ 31,344 $ 24,772
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Leases Maturities of Lease

Leases [Abstract]

Lessee. Operating Lease,

Liabilities (Details)
$ in Thousands

Nov. 30, 2022
USD ($)

Liability, Payments, Remainder of Fiscal Year$ 18,699

Lessee, Operating [ease,

Liability, Payments, Due Year Two

Lessee. Operating Lease,

Liability, Payments, Due Year Three

Lessee, Operating Lease,

Liability, Payments, Due Year Four

Lessee. Operating Lease,

Liability, Payments, Due Year Five

Lessee, Operating [ease,

Liability, Payments, Due after Year Five

Lessee. Operating Lease,

Liability, Payments, Due

Lessee, Operating Lease,

Liability, Undiscounted Excess Amount

Operating Lease, Liability

Finance Lease, Liability, Payments, Remainder of Fiscal Year
Finance Lease, Liability, Payments, Due Year Two

Finance Lease, Liability, Payments, Due Year Three

Finance Lease, Liability, Payments, Due Year Four

Finance Lease, Liability, Payments, Due Year Five
Finance Lease, Liability, Payments. Due after Year Five

Finance Lease, Liability, Payment, Due

Finance Lease, Liability, Undiscounted Excess Amount

Finance Lease, Liability

lessee, minimum lease payments for leases not yet commenced

76,168
74,353
68,771
62,201
578,907
879,099
(318,778)
560,321
8,729
40,620
37,764
38,901
34,811
219,889
380,714
(200,298)
180,416

$ 31,300
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Contingent Liabilities

(Details) - USD (§) Nov. 30, 2022 Feb. 28, 2022
$ in Millions
Commitments and Contingencies Disclosure [Abstract]
Liability associated with guarantee $26.0 $18.5
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Segment Reporting (Details)
- USD (§)
$ in Thousands
Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]
NET SALES AND OPERATING REVENUES

Depreciation and amortization

Gross Profit

CARMAX AUTO FINANCE INCOME

Selling, General and Administrative Expense

Depreciation, Depletion and Amortization, Nonproduction
Interest expense

Other income

Income (Loss) from Continuing Operations before Equity Method

Investments, Income Taxes, Noncontrolling Interest
TOTAL COST OF SALES

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

Depreciation and amortization

Intersegment Eliminations

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES

Gross Profit

CarMax Sales Operations

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES

Gross Profit

CarMax Sales Operations | TOTAL COST OF SALES
Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]
Depreciation and amortization

CarMax Sales Operations | Operating Segments

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES

Other Segments

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES
Gross Profit
Other Segments | TOTAL COST OF SALES

3 Months Ended 9 Months Ended

Nov. 30, Nov.30, Nov.30, Nov. 30,
2022 2021 2022 2021

$ $ $ $
6,505,956 8,527,75923,962,380 24,213,717

202,655 200,819
576,688 836,560 2,189,224 2,576,553
152,196 165,968 539,538 607,732
(591,727) (575,930) (1,914,508) (1,704,285)
(57,377) (54,428) (170,717) (157,107)
(30,150) (24,303) (91,670)  (67,247)
363 8,094 2303 35,453

$
49,993 $355,961554,170 291,099
4,139 11,291
(5,549) (20,219)
(1,149) (4,276)
6,472,702 23,860,462
554,057 2,115,631
404 1,092
6,472,702 23,860,462
33,254 101,918
23,780 77,869

Copyright © 2023 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
https://www.secdatabase.com

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]
Depreciation and amortization

Other Segments | Intersegment Eliminations

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES

Other Segments | Operating Segments

Segment Reporting, Reconciling Item for Operating Profit
(Loss) from Segment to Consolidated [Line Items]

NET SALES AND OPERATING REVENUES

3,735

5,549

$ 38,803
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10,199

20,219

§ 122,137
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