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PRELIMINARY PROXY STATEMENT, SUBJECT TO COMPLETION

KEYSTONE AUTOMOTIVE INDUSTRIES, INC.
655 Grassmere Park Drive
Nashville, Tennessee 37211
[], 2007
Dear Shareholder:

The board of directors, or Board, of Keystone Automotive Industries, Inc. ( Keystone, we, us or our ) has approved a merger agreement providin
for the acquisition of Keystone by LKQ Corporation, a Delaware corporation ( LKQ ). Keystone entered into the merger agreement on July 16,

2007. If the merger is completed, you will receive $48.00 in cash, without interest, for each share of Keystone s common stock that you own, and
Keystone will become wholly owned by LKQ.

You will be asked, at a special meeting of Keystone s shareholders, to consider and vote on a proposal to approve the principal terms of the
merger agreement and approve the merger. After careful consideration, our Board unanimously approved the merger agreement, the merger and
the other transactions contemplated by the merger agreement and declared the merger agreement to be advisable and in the best interests of our
shareholders. THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE PRINCIPAL
TERMS OF THE MERGER AGREEMENT AND APPROVAL OF THE MERGER.

The time, date and place of the special meeting are as follows:
10:00 a.m., local time, [®], 2007
Keystone Automotive Industries, Inc., 655 Grassmere Park Drive, Nashville, Tennessee 37211

At the special meeting, you will be asked to consider and vote upon a proposal to approve the principal terms of the merger agreement and to
approve the merger and a proposal to adjourn the special meeting to solicit additional proxies to approve the principal terms of the merger
agreement and approve the merger if there are not sufficient votes present at the special meeting.

The proxy statement attached to this letter provides you with information about the merger and the special meeting. A copy of the merger
agreement is attached as Annex A to the proxy statement. We encourage you to read the entire proxy statement carefully. You may also obtain
additional information about Keystone or LKQ from documents we or LKQ have filed with the Securities and Exchange Commission.

Your vote is very important, regardless of the number of shares of our common stock you own. The merger cannot be completed unless
holders of a majority of the outstanding shares of our common stock entitled to vote at the special meeting of shareholders vote for the approval
of the principal terms of the merger agreement and approval of the merger. If you do not vote, it will have the same effect as a vote against the
approval of the principal terms of the merger agreement and against approval of the merger.

Whether or not you plan to attend the special meeting in person, please complete, sign, date and promptly return the enclosed proxy card. If you
are a shareholder of record, these actions will not limit your right to withdraw your proxy if you wish to attend the special meeting and vote in
person. If you hold shares through a broker or other nominee, you should follow the procedures provided by your broker or nominee.

Thank you in advance for your cooperation and continued support.

On behalf of your Board,

Ronald G. Foster
Chairman of the Board
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Neither the Securities and Exchange Commission nor any state securities regulatory agency has approved or disapproved the merger,
passed on the merits or fairness of the merger or passed upon the adequacy or accuracy of the disclosure in this document. Any
representation to the contrary is a criminal offense.

This proxy statement is dated [®], 2007 and is first being mailed to shareholders on or about [®], 2007.
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THIS PROXY STATEMENT IS DATED [e], 2007 AND IS FIRST BEING
MAILED TO SHAREHOLDERS ON OR ABOUT [e], 2007.
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON [e], 2007
TO THE SHAREHOLDERS OF KEYSTONE AUTOMOTIVE INDUSTRIES, INC.:

A special meeting of shareholders of Keystone Automotive Industries, Inc., a California corporation ( Keystone, we, us or our ), will be held at
Keystone Automotive Industries, Inc., Nashville Support Center, 655 Grassmere Park Drive, Nashville, Tennessee 37211, on [e], 2007,
beginning at 10:00 a.m., local time, for the following purposes:

1. Approval of the Principal Terms of the Merger Agreement and the Merger. To consider and vote on a proposal to approve the principal
terms of the Agreement and Plan of Merger, dated as of July 16, 2007, among LKQ Corporation, LKQ Acquisition Company, and Keystone, and
the merger, pursuant to which, upon the merger becoming effective, each outstanding share of Keystone common stock, no par value, will be
converted into the right to receive $48.00 in cash, without interest.

2. Adjournment of the Special Meeting. To approve the adjournment of the special meeting, if necessary or appropriate, to solicit additional
proxies if there are insufficient votes at the time of the meeting to approve the principal terms of the merger agreement and to approve the
merger.

3. Other Matters. To transact such other business as may properly come before the special meeting or any adjournment thereof.

Only shareholders of record of our common stock as of the close of business on [®] 2007 will be entitled to notice of, and to vote at, the special
meeting and any adjournment of the special meeting. All shareholders are cordially invited to attend the special meeting in person.

Your vote is very important, regardless of the number of shares of our common stock you own. The merger cannot be completed unless
holders of a majority of the outstanding shares of our common stock entitled to vote at the special meeting of shareholders vote for the approval

of the principal terms of the merger agreement and the approval of the merger. If you do not vote, it will have the same effect as a vote against

the approval of the merger agreement and the merger. If you sign, date and mail your proxy card without indicating how you wish to vote, your
vote will be counted as a vote FOR the approval of the principal terms of the merger agreement and the approval of the merger and FOR any
adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies.

Whether or not you plan to attend the special meeting in person, please complete, sign, date and return promptly the enclosed proxy card. If you
are a shareholder of record, these actions will not limit your right to withdraw your proxy if you wish to attend the special meeting and vote in
person. If you hold shares through a broker or other nominee, you should promptly follow the procedures provided by your broker or nominee.

Keystone shareholders who do not wish to accept the merger consideration for their shares of common stock and who do not vote in favor of the
approval of the principal terms of the merger agreement and the approval of the merger may, under certain circumstances, be entitled to dissent
from the merger and may have dissenters rights with respect to such shares, subject to the requirements of Chapter 13 of the California General
Corporation Law, or CGCL, in connection with the merger as described in this proxy statement. The notice and this proxy statement shall
constitute notice to you of the availability of dissenters rights under Chapter 13 of the CGCL, a copy of which is attached as Annex C to
this proxy statement.

By order of the Board,

Ronald G. Foster
Chairman of the Board

[], 2007
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SUMMARY TERM SHEET

This summary highlights selected information from this proxy statement and may not contain all of the information that is important to you. To
understand the merger fully, and for a more complete description of the legal terms of the merger, you should carefully read this entire proxy
statement, the annexes attached to this proxy statement and the documents referred to or incorporated by reference in this proxy statement. We
have included page references in parentheses to direct you to the appropriate place in this proxy statement for a more complete description of
the topics presented in this summary. In this proxy statement, the terms Keystone, =~ we, us and our referto Keystone Automotive
Industries, Inc.

The Parties to the Merger Agreement (page 13)

Keystone Automotive Industries, Inc.

700 East Bonita Avenue

Pomona, CA 91767

(909) 624-8041

Keystone is one of the nation s leading distributors of aftermarket collision replacement parts produced by independent manufacturers for
automobiles and light trucks. We distribute products primarily to collision repair shops throughout most of the United States and certain areas in
Canada. In addition, we remanufacture chrome plated and plastic bumpers and alloy and steel wheels. Our principal product lines consist of
automotive body parts, bumpers and remanufactured alloy wheels, as well as paint and other materials used in repairing a damaged vehicle.

Keystone operates 137 distribution centers and 13 depots located in 39 states throughout the United States, as well as in the provinces of
Ontario, Quebec and British Columbia in Canada. Thirteen of our distribution centers serve as regional hubs and five serve as cross docks.

LKQ Corporation

LKQ Acquisition Company

120 North LaSalle Street

Suite 3300

Chicago, Illinois

(312) 621-1950

LKQ Acquisition Company ( Merger Sub ) is a California corporation and a direct wholly owned subsidiary of LKQ Corporation, a Delaware
corporation ( LKQ or Parent ). Upon the terms and subject to the conditions of the merger agreement and in accordance with California law, at the
effective time of the merger, Merger Sub will merge with and into Keystone, with Keystone surviving the merger as a wholly-owned subsidiary
of LKQ (the surviving corporation ). Merger Sub has de minimis assets and no operations. LKQ provides replacement systems, components and
parts needed to repair light vehicles (cars and light trucks), and participates in the market for recycled original equipment manufacturer products
as well as the market for collision repair aftermarket products. LKQ obtains salvage vehicles from a variety of sources, and dismantles the

salvage vehicles to obtain a comprehensive range of vehicle products that LKQ distributes into the light vehicle repair market. LKQ also
recently entered the business of refurbishing and distributing aluminum alloy wheels, head lamps and tail lamps.
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The Special Meeting (page 14)

Time, Place and Date (page 14)

The special meeting will be held on [®], 2007, beginning at 10:00 a.m., local time, at 655 Grassmere Park Drive, Nashville, Tennessee.
Purpose (page 14)

You will be asked to consider and vote on a proposal to approve the principal terms of the Agreement and Plan of Merger, dated as of July 16,
2007 (the merger agreement ), by and among Parent, Merger Sub and Keystone and to approve the merger. The merger agreement provides that
Merger Sub will be merged with and into Keystone (the merger ), with Keystone as the surviving corporation. Each outstanding share of
Keystone common stock (other than shares held in our treasury or owned by Parent, Merger Sub, any of their subsidiaries or any of our
subsidiaries or shares held by our shareholders who properly demand statutory dissenters rights) will be converted into the right to receive
$48.00 in cash, without interest.

The persons named in the accompanying proxy card will also have discretionary authority to vote upon other business, if any, that properly
comes before the special meeting and any adjournments of the special meeting.

Record Date and Quorum (page 14)

You are entitled to vote at the special meeting if you owned shares of our common stock at the close of business on [¢] 2007, the record date for
the special meeting. You will have one vote for each share of our common stock that you owned on the record date. As of the record date, there
were [®] shares of our common stock outstanding entitled to be voted.

The holders of a majority of the outstanding shares of our common stock at the close of business on the record date represented in person or by
proxy will constitute a quorum for purposes of the special meeting.

Required Vote (page 14)

Completion of the merger requires the approval of the principal terms of the merger agreement and the merger by the affirmative vote of the
holders of a majority of the shares of our common stock outstanding at the close of business on the record date for the special meeting. Because
approval of the merger agreement requires the affirmative vote of the majority of the shares of our common stock outstanding as of the record
date, a failure to vote your shares of our common stock or an abstention will have the same effect as voting against the merger. The proposal to
adjourn the special meeting in order to solicit additional proxies will be approved if the votes cast in favor of the proposal by shares of common
stock, present in person or represented by proxy and entitled to vote, exceed the votes cast against the proposal.

As of the record date for the special meeting, the directors and executive officers of Keystone beneficially owned, in the aggregate, [®] shares of
our common stock, or approximately [¢]% of the outstanding shares of our common stock, and, based upon information provided by LKQ, LKQ
beneficially owned [®] shares of our common stock, or approximately [®]% of the outstanding shares of our common stock. Our directors and
executive officers and LKQ have informed us that they intend to vote all of their shares of our common stock FOR the approval of the principal
terms of the merger agreement and the merger and FOR any adjournment of the special meeting, if necessary or appropriate, to solicit additional
proxies.

10
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Proxies; Revocation (page 14)

Any Keystone shareholder of record entitled to vote may submit a proxy by returning a signed proxy card by mail, or may vote in person at the
special meeting. If your shares are held in street name by your broker or another nominee, you should promptly instruct your broker or other
nominee on how to vote your shares using the instructions provided by your broker or other nominee, and if you intend to vote your street name
shares at the special meeting, you will need to contact your broker or other nominee to do so. If you do not provide your broker or other nominee
with instructions, your shares will not be voted, which will have the same effect as voting against the merger, but will have no impact on a
proposal to adjourn the meeting.

Any Keystone shareholder of record who executes and returns a proxy card may revoke the proxy at any time before it is voted. To revoke your
proxy, you must either advise our Secretary in writing, submit by mail a new proxy card dated after the date of the proxy you wish to revoke, or
attend the special meeting and vote your shares in person. Simply attending the special meeting will not revoke any proxy you may have
submitted.

If you have instructed your broker or other nominee to vote your shares, the above-described options for revoking your proxy do not apply and
instead you must follow the directions provided by your broker or other nominee to change your vote.

When the Merger Will be Completed (page 39)

We are working to complete the merger as soon as possible. We anticipate completing the merger by [®], 2007, subject to approval of the
principal terms of the merger agreement and the merger by our shareholders and the satisfaction of the other closing conditions.

Effects of the Merger (page 39)

If the principal terms of the merger agreement and the merger are approved by our shareholders and the other conditions to closing are satisfied
or waived, Merger Sub will merge with and into Keystone. The separate corporate existence of Merger Sub will cease, and Keystone will
survive the merger as a wholly owned subsidiary of Parent. Upon completion of the merger, our common stock will be converted into the right
to receive $48.00 per share, without interest. The surviving corporation will be a privately held corporation, and you will cease to have any
ownership interest in the surviving corporation or any rights as one of its shareholders.

Recommendation of Our Board (page 25)

After careful consideration, including the receipt of a fairness opinion from J.P. Morgan Securities Inc. ( JPMorgan ), our Board unanimously
approved the merger agreement, the merger and the other transactions contemplated by the merger agreement and declared the merger
agreement to be advisable and in the best interests of our shareholders. ACCORDINGLY, OUR BOARD UNANIMOUSLY
RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE PRINCIPAL TERMS OF THE MERGER AGREEMENT
AND THE MERGER.

In reaching its decision, our Board evaluated a variety of business, financial and market factors and consulted with legal and financial advisors.
In considering the recommendation of our Board with respect to the merger, you should be aware that certain of our directors and executive
officers have interests in the merger that differ from, or are in addition to, your interests as a shareholder. See The Merger Interests of Our
Directors and Executive Officers in the Merger beginning on page 30.

For the factors considered by our Board in reaching its decision to approve the merger agreement and the merger, see The Merger Reasons for
the Merger beginning on page 22.

11
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Opinion of J.P. Morgan Securities Inc. (page 25 and Annex B)

At the meeting of our Board on July 16, 2007, JPMorgan delivered its oral opinion, which opinion was later confirmed in writing, to the Board
that, as of July 16, 2007, and based upon and subject to the factors and assumptions set forth in its opinion, the $48.00 per share in cash to be
received by the holders of Keystone common stock pursuant to the merger agreement was fair, from a financial point of view, to such
shareholders.

The full text of the written opinion of JPMorgan, dated July 16, 2007, which sets forth the assumptions made, matters considered and limitations
on the review undertaken in connection with the opinion, is attached as Annex B to this proxy statement. Our shareholders are urged to read this
opinion carefully in its entirety. The written opinion of JPMorgan is addressed to our Board and is directed only to the consideration to be
received in the merger and does not constitute a recommendation to our shareholders as to how to vote at the special meeting.

Pursuant to an engagement letter with JPMorgan, we have agreed to pay JPMorgan a transaction fee of 1.1% of the aggregate consideration to be
paid in the transaction, or approximately $8.9 million, a substantial portion of which is dependent on consummation of the transaction.

Financing (page 29)

It is estimated that the total amount of funds necessary to complete the merger and the related transactions is approximately $1.09 billion, which
includes approximately $811 million to be paid out to our shareholders and holders of other equity-based interests in Keystone, less
approximately $[®] with respect to shares of our common stock beneficially owned by LKQ on the record date which will be cancelled in the
Merger and will not be paid, and including approximately $[®] to refinance or repay some of Keystone s and LKQ s currently outstanding debt,
with the remainder to be applied to pay fees and expenses related to the merger, the financing arrangements and the related transactions. These
payments are expected to be funded by proceeds from a debt financing by Parent.

In connection with the execution and delivery of the merger agreement, Parent obtained commitments to provide up to $1.09 billion in debt
financing, consisting of (1) an $840 million first-lien term loan facility, (2) a $100 million revolving credit facility, and (3) a $150 million
second-lien term loan facility. The proceeds of the debt financing are intended to finance, in part, the payment of the merger consideration, the
repayment or refinancing of certain of Keystone s and LKQ s debt outstanding on the closing date of the merger and to pay fees and expenses
related to the merger, financing and related transactions and, in the case of the revolving facility, to fund general corporate requirements after the
closing date of the merger. Parent has agreed to use its reasonable best efforts to arrange the debt financing upon the terms and subject to the
conditions described in the debt financing commitments. The facilities and notes contemplated by the debt financing commitments are subject to
various conditions, as described in further detail under The Merger Financing beginning on page 29.

The closing of the merger is not conditioned on Parent obtaining the proceeds of the debt financing.
Treatment of Stock Options and Stock-Based Awards (page 40)

The merger agreement provides that, at the effective time of the merger, each outstanding option to purchase shares of Keystone common stock
will become fully vested, deemed exercised and canceled and each holder of canceled stock options will receive, in exchange for their cancelled
stock options, payment in cash equal to the excess, if any, of $48.00 over the applicable per share exercise price for each stock option held,
multiplied by the number of shares subject to that option, less any applicable withholding taxes.

12



Edgar Filing: KEYSTONE AUTOMOTIVE INDUSTRIES INC - Form PREM14A

The merger agreement provides that each outstanding share of our other stock based grants, including all shares of restricted stock, restricted
stock units, performance shares and deferred stock, whether or not then vested, will vest pursuant to the terms of the applicable plan, and the
holder of such stock-based award will be entitled to receive $48.00 per share in cash. However the balance of any performance shares granted in
2006 which have not yet vested on the closing date after giving effect to the pro-ration language set forth in the 2006 Performance Share Award
Agreement for such grants will not vest and will be cancelled.

Interests of Our Directors and Executive Officers in the Merger (page 30)

In considering the unanimous recommendation of the Board that you vote FOR the approval of the principal terms of the merger agreement
and the merger, you should be aware that our directors and executive officers may have interests in the merger that are different from, or in
addition to, your interests as a shareholder, including the following:

all unvested stock options, restricted stock, restricted stock units, performance shares and deferred stock held by our directors and
executive officers will accelerate in connection with the merger and all of those outstanding awards that have not yet vested by the
close of the merger (with limited exceptions for certain performance shares granted in 2006 under the 2006 Performance Share
Award), will be cashed out;

our executive officers are covered by executive termination benefits agreements that contain change in control termination protection
that will provide certain severance payments and benefits upon termination of employment under certain circumstances following the
merger;

the merger agreement provides for indemnification arrangements for each of our and our subsidiaries present and former directors
and officers, as well as insurance coverage for acts or omissions occurring at or prior to the merger;

although, to our knowledge, no agreements have been entered into as of the date of this proxy statement, members of our
management may enter into employment agreements with the surviving corporation and may participate in the equity of the
surviving corporation; and

LKQ will designate two of our current directors to serve on its board of directors, and any or all of the remaining members of the
Keystone Board will serve for three years on an advisory committee for LKQ s board of directors.
Material U.S. Federal Income Tax Consequences (page 35)

The exchange of Keystone common stock for cash pursuant to the merger will be a taxable transaction for U.S. federal income tax purposes and
may also be taxable under applicable state, local, foreign and other tax laws. For U.S. federal income tax purposes, shareholders who exchange
their shares of our common stock for cash in the merger will recognize gain or loss equal to the difference between the amount of cash received
and the adjusted tax basis of the shares exchanged therefor. Any such gain or loss will be capital gain or loss if the shares are held as capital
assets by the shareholder, and will be long-term capital gain or loss if the shareholder has held the shares for more than one year as of the
effective date of the merger. Long-term capital gains of a non-corporate shareholder are subject to a maximum U.S. federal income tax rate of
15%.

The income tax discussion set forth above may not apply to shareholders in special situations including (but not limited to) shareholders
who received their shares upon the exercise of stock options or otherwise as compensation, shareholders who are traders in securities
that elect to use a mark-to-market method of accounting for their securities holdings, shareholders who are not U.S. persons, and
shareholders who are partnerships or other pass-through entities. Shareholders should consult their tax advisors with respect to the
particular tax consequences to them of the merger, including any tax consequences arising under federal, state, local, foreign or other
tax laws.

13
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Regulatory Approvals (page 37)

The Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the Hart-Scott-Rodino Act ), provides that transactions such as the
merger may not be completed until certain information has been submitted to the Federal Trade Commission and the Antitrust Division of the
U.S. Department of Justice and certain waiting period requirements have been satisfied. Parent and Keystone each filed notification reports with
the Department of Justice and the Federal Trade Commission under the Hart-Scott-Rodino Act on [®], 2007. The statutory waiting period under
the Hart-Scott-Rodino Act will expire on [®], 2007, unless Parent or Keystone receive a second request for information or the waiting period is
earlier terminated or extended.

Except as noted above with respect to the required filings under the Hart-Scott-Rodino Act, the filing of this proxy statement with the SEC, and
the filing of a certificate of merger in California at or before the effective date of the merger, we are unaware of any material federal, state or
foreign regulatory requirements or approvals required for the execution of the merger agreement or completion of the merger.

Litigation Concerning the Merger (page 37)

On July 18, 2007, two putative class action lawsuits captioned Lynch v. Keystone Automotive Industries, Inc. (BC374399) and Shoys v.
Keystone Automotive Industries, Inc. (BC374480) were filed against Keystone and its directors in the Superior Court of the State of California,
County of Los Angeles in connection with Keystone s proposed merger with LKQ pursuant to the terms of the merger agreement between
Keystone and LKQ. The lawsuits, which purport to represent a class of all holders of Keystone s common stock, not including the individual
director defendants, contain identical allegations of self-dealing and breach of fiduciary duty and challenge the adequacy of the process
employed by Keystone and the share price to be paid to Keystone s shareholders in the merger. The lawsuits seek to enjoin the proposed merger
and request payment of attorneys fees. Keystone believes the lawsuits are without merit and intends to vigorously defend the actions.

Procedure for Receiving Merger Consideration (page 40)

Shortly after the effective time of the merger, a paying agent will mail a letter of transmittal and instructions to you and the other Keystone
shareholders, including those shareholders holding restricted stock, restricted stock units, deferred stock and performance awards (other than
options). The letter of transmittal and instructions will tell you how to surrender your stock certificates in exchange for the merger consideration.
You should not return your stock certificates with the enclosed proxy card, and you should not forward your stock certificates to the
paying agent without a letter of transmittal.

No Solicitation of Transactions (page 45)

Pursuant to the merger agreement, Keystone immediately ceased any merger or similar discussions or negotiations with all parties other than
Parent, Merger Sub and Parent s representatives.

However, the merger agreement provides that, under certain limited circumstances required for our Board to comply with its fiduciary duties,
our Board may respond to a bona fide takeover proposal or terminate the merger agreement and enter into an agreement with respect to a
superior proposal after paying the termination fee specified in the merger agreement.
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Conditions to the Merger (page 49)

The completion of the merger depends on the satisfaction or waiver of a number of conditions, including the following:

the principal terms of the merger agreement and merger must have been approved by our shareholders;

all filings and waiting periods (and any extension thereof) applicable to the consummation of the merger under the
Hart-Scott-Rodino Act must have expired or been terminated;

no law or order issued by any court or other governmental entity is in effect preventing the consummation of the merger or any other
transaction contemplated by the merger agreement;

each party must have performed or complied in all material respects with all material agreements and covenants required by the
merger agreement to be performed or complied with;

Parent must have made the payments of the merger consideration required to be made under the merger agreement; and

the representations and warranties of each of Keystone, Parent and Merger Sub must be materially true and correct as of the closing
date in a manner described under the caption, The Merger Agreement Conditions to the Merger beginning on page 49.
None of us, Parent or Merger Sub may rely on the failure of any condition to be satisfied as a reason to not effectuate the completion of the
merger if that failure was caused by that party s failure to act in good faith to perform any of its obligations under the merger agreement or use its
reasonable best efforts to consummate the transactions contemplated in the merger agreement.

Termination of the Merger Agreement (page 50)

The merger agreement may be terminated at any time prior to the effective time of the merger, whether before or after our shareholders have
approved the principal terms of the merger agreement and merger, in the following circumstances:

by mutual written consent of us and Parent;

by either us or Parent, if:

the shareholder approval is not obtained at our shareholders meeting or any adjournment thereof at which the merger
agreement has been voted on;

the merger has not been consummated by January 16, 2008, unless all the closing conditions have been met except for those
relating to the filing and waiting period under the Hart-Scott-Rodino Act, the delivery of certain officer s closing certificates,
the accuracy of certain representations and the payment of the merger consideration, in which case the January 16, 2008 date
will be automatically extended to April 16, 2008; or

any law prohibits or makes illegal the consummation of the merger or any governmental entity issues an order enjoining us,
Parent or Merger Sub from consummating the merger and such order has become final and non-appealable;
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by us, if:

Parent or Merger Sub has breached any of its representations, warranties, covenants or agreements contained in the merger
agreement that would give rise to the failure of certain conditions to closing and that breach (if curable) has not been cured
prior to the earlier of January 16, 2008 (or April 16, 2008, if applicable) and 30 business days after notice of that breach; or
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prior to the receipt of our shareholder approval of the principal terms of the merger agreement and the merger, we receive a
superior proposal, our board of directors determines in good faith that the failure to accept such superior proposal is
reasonably likely to be inconsistent with its fiduciary duties to our shareholders, we have complied with our obligations not to
solicit other transactions and we have paid to Parent the termination fee and Parent s transaction-related expenses.

by Parent, if:

we breach any of the representations, warranties, covenants or agreements contained in the merger agreement that would give
rise to the failure of certain conditions to closing and that breach (if curable) has not been cured prior to the earlier of
January 16, 2008 (or April 16, 2008, if applicable) and 30 business days after notice of that breach from Parent; or

if prior to the obtaining of shareholder approval, our board withdraws or modifies its recommendation to our shareholders to
vote in favor of approving the merger agreement, we fail to include in this proxy our recommendation to our shareholders to
vote in favor of the merger agreement, or our board approves, recommends or adopts another takeover proposal.

Fees and Expenses (page 52)

Under certain circumstances, in connection with the termination of the merger agreement, we will be required to pay to Parent a termination fee
of $30 million and reimburse Parent for its transaction-related expenses of up to $1.4 million.

Under certain circumstances relating to the failure to obtain necessary regulatory approvals, in connection with the termination of the merger
agreement, Parent has agreed to pay us a termination fee of $30 million plus reimbursement for our transaction-related expenses of up to $5
million.

Market Price of Our Common Stock (page 57)

Our common stock is listed on the NASDAQ Global Select Market ( NASDAQ ) under the trading symbol KEYS . The closing price of our
common stock on NASDAQ on July 16, 2007, which was the last trading day before we announced the merger, was $43.61. On [e], 2007, the
last trading day before the date of this proxy statement, the closing price of our common stock on NASDAQ was $[e]. The closing price of our
common stock on March 2, 2007, the day of our initial meeting with LKQ, was $32.00.

Dissenters Rights (page 35 and Annex C)

Annex C to this proxy statement contains the full text of Chapter 13 of the CGCL, which relates to your dissenters rights under California law.
We encourage you to read these provisions carefully and in their entirety.

See the Section entitled The Merger Dissenters Rights beginning on page 35 for a description of the procedures that you must follow in order to
exercise dissenters rights.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following questions and answers are intended to address some commonly asked questions regarding the special meeting and the merger.

These questions and answers may not address all questions that may be important to you as you decide how to vote at the special meeting. Please
carefully read the more detailed information contained elsewhere in this proxy statement, the annexes to this proxy statement and the documents

referred to or incorporated by reference in this proxy statement. In this proxy statement, the terms Keystone, we, our and us refer to Keystone.

Q: What is the proposed transaction?

A: The proposed transaction is a merger in which Keystone would be acquired by Parent, a Delaware corporation, through a merger of
Merger Sub, a wholly owned subsidiary of Parent, with and into Keystone, with Keystone surviving the merger as a wholly owned
subsidiary of Parent.

Q: What will I receive in the merger?

A: Upon completion of the merger, you will receive $48.00 in cash, without interest, for each share of our common stock that you own. For
example, if you own 100 shares of our common stock, you will receive $4,800.00 cash in exchange for your shares of our common stock,
without interest. You will not own shares of the surviving corporation.

Q: Where and when is the special meeting?

A: The special meeting will take place at 655 Grassmere Drive, Nashville, Tennessee on [¢] 2007 at 10:00 a.m., local time.

Q: What matters will I be asked to vote on at the special meeting?

A: You will be asked to vote on a proposal to approve the principal terms of the merger agreement and merger and, if necessary, a proposal
for the adjournment of the special meeting to solicit additional proxies in the event that there are not sufficient votes in favor of approving
the principal terms of the merger agreement and the merger at the time of the special meeting.

Q: What vote of our shareholders is required to approve the principal terms of the merger agreement and the merger?

A: For us to complete the merger, holders of a majority of the outstanding shares of our common stock at the close of business on the record
date, must vote their shares FOR the approval of the principal terms of the merger agreement and the merger. Failure to vote or an
abstention will have the same effect as a vote against approval of the principal terms of merger agreement and the merger.

Q: What vote of our shareholders is required to approve the proposal to adjourn the special meeting?

A: The votes cast by shares of common stock, present in person or represented by proxy and entitled to vote, in favor of the proposal to
adjourn the special meeting in order to solicit additional proxies to approve the principal terms of the merger agreement and the merger
must exceed the votes cast against the proposal.
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How does our Board recommend that I vote at the special meeting?

Our Board unanimously recommends that our shareholders vote FOR the approval of the principal terms of the merger agreement and
approval of the merger and FOR the proposal to adjourn the special meeting for the purpose of soliciting additional proxies, if necessary.
You should read The Merger Reasons for the Merger beginning on page 22 for a discussion of the factors that our Board considered in
deciding to recommend the approval of the principal terms of the merger agreement and the merger.
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What do I need to do now?

You should read this proxy statement carefully, including its annexes, and consider how the merger would affect you. If you are a
shareholder of record, you should ensure that your shares are voted at the special meeting by completing, signing, dating and mailing the
enclosed proxy card and returning it in the envelope provided. If you hold your shares in street name, you can ensure that your shares are
voted at the special meeting by promptly instructing your broker or other nominee how to vote, as discussed below. Your broker or other
nominee cannot vote your shares without your instruction.

How do I vote my shares?

Please follow the instructions on your proxy card to vote your shares. You may be able to vote your shares by either telephone or internet,
if so, your proxy card will detail instructions on how to do so.

If my shares are held in street name by my broker or other nominee, will that person vote my shares for me?

Yes, but only if you provide instructions to your broker or other nominee on how to vote. You should promptly follow the directions
provided by your broker or other nominee regarding how to instruct your broker or other nominee to vote your shares. Without your
specific voting instructions, your shares will not be voted, which will have the same effect as a vote against approval of the principal terms
of the merger agreement and the merger.

Can I change my vote?

Yes. You can change your vote at any time before your proxy is voted at the special meeting. If you are a shareholder of record, you
may revoke your proxy by notifying our Secretary in writing or by submitting by mail a new proxy with a date after the date of the
proxy being revoked. In addition, your proxy may be revoked by attending the special meeting and voting in person (you must vote
in person, as simply attending the special meeting will not revoke your proxy).

Please note that if you hold your shares in street name and you have instructed your broker or other nominee to vote your shares, the
above-described options for changing your vote do not apply, and instead you must follow the directions received from your broker or
other nominee to change your vote.

What does it mean if I get more than one proxy card or vote instruction card?

If your shares are registered differently or are in more than one account, you will receive more than one proxy card or, if you hold your
shares in street name, you may receive more than one vote instruction card. Please complete and return all of the proxy cards or vote
instruction cards you receive to ensure that all of your shares are voted at the special meeting.

Should I send my stock certificates now?

No. Shortly after the merger is completed, you will receive a letter of transmittal with instructions on how to send in your stock certificates
to the paying agent in order to receive the merger consideration. You should use the letter of transmittal to exchange stock certificates for
the merger consideration to which you are entitled as a result of the merger. DO NOT SEND ANY STOCK CERTIFICATES WITH
YOUR PROXY.
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What happens if I sell my shares before the special meeting?

The record date of the special meeting is earlier than the date of the special meeting and the date that the merger is expected to be
completed. If you sell some or all of your shares of our common stock after the record date but before the special meeting, you will retain
your right to vote at the special meeting, but will have transferred the right with respect to the shares sold to receive $48.00 per share in
cash to be received

10
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by our shareholders in the merger. In order to receive the $48.00 per share, you must hold your shares until the effective time of the
merger.

Am I entitled to exercise dissenters rights instead of receiving the merger consideration for my shares?

If you meet certain conditions, as a holder of our common stock, you may be entitled to dissenters rights under California law in
connection with the merger. The conditions required to be met prior to exercise of dissenters rights are described in this proxy statement
under the caption Dissenters Rights beginning on page 35.

What happens if the merger is not consummated?

If the principal terms of the merger agreement and the merger are not approved by our shareholders or if the merger is not completed for
any other reason, our shareholders will not receive any payment for their shares in connection with the merger. Instead, Keystone will
remain an independent public company and our common stock will continue to be listed and traded on NASDAQ. You should read The
Merger Delisting and Deregistration of our Common Stock beginning on page 35 for more information. Under specified circumstances,
Keystone may receive a termination fee and reimbursement of certain transaction-related expenses from Parent or be required to pay to
Parent a termination fee and reimburse certain transaction-related expenses of Parent, as described in this proxy statement under the
caption The Merger Agreement Fees and Expenses beginning on page 52.

Who can help answer my questions?

If you need assistance in submitting your proxy or voting your shares or need additional copies of this proxy statement or the enclosed
proxy card, you should contact our proxy solicitation agent, MacKenzie Partners, Inc., at (800) 322-2885 (toll-free) or (212) 929-5500
(collect), or write to MacKenzie Partners, 105 Madison Avenue, New York, New York 10016. If your broker or another nominee holds
your shares, you should call your broker or such nominee for additional information. If you have questions about the merger, please
contact our Law Department at 655 Grassmere Park Drive, Nashville, TN 37211.

11
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents to which we refer to in this proxy statement, contain forward-looking statements about our plans,

objectives, expectations and intentions. Forward-looking statements include information concerning possible or assumed future results of

operations of our company, the expected completion and timing of the merger and other information relating to the merger. Generally these

forward-looking statements can be identified by the use of the future tense or forward-looking terminology, such as anticipate,  believe, estimate,
expect, may, should, could, plan, intend, project and similar expressions. For each of these statements, we claim the protection of the s

for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995. You should read statements that contain these

words carefully. They discuss our future expectations or state other forward-looking information, and may involve known and unknown risks

over which we have no control. Those risks include, without limitation:

the satisfaction of the conditions to consummation of the merger, including the approval of the principal terms of the merger
agreement and the merger by our shareholders;

the occurrence of any event, change or other circumstance that could give rise to the termination of the merger agreement, including
a termination under circumstances that could require us to pay to Parent a $30 million termination fee and reimburse Parent s
transaction-related expenses of up to $1.4 million;

the amount of the costs, fees, expenses and charges related to the merger;

the effect of the announcement or pendency of the merger on our business relationships, operating results and business generally,
including our ability to retain key employees;

the risk that the merger may not be completed in a timely manner or at all, which may adversely affect our business and the
price of our common stock;

the potential adverse effect on our business, properties and operations because of certain covenants regarding the conduct of our
business and other matters we agreed to in the merger agreement;

the risk that we may be subject to litigation including the litigation described under The Merger Litigation Concerning the Merger
beginning on page 37, in connection with the merger;

risks related to diverting management s attention from our ongoing business operations; and

other risks detailed in our filings with the Securities and Exchange Commission (the SEC ), including Item 1A. Risk Factors in our
Annual Report on Form 10-K for our fiscal year ended March 30, 2007. See Where You Can Find More Information on page 61.
We cannot assure you that the actual results or developments we anticipate will be realized or, if realized, that they will have the expected effects
on our business or operations. All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in
this proxy statement and attributable to us or any person acting on our behalf are expressly qualified in their entirety by the cautionary
statements contained or referred to in this section. Forward-looking statements speak only as of the date of this proxy statement or the date of
any document incorporated by reference in this document. Except as required by applicable law or regulation, we do not undertake to release the
results of any revisions of these forward-looking statements to reflect future events or circumstances.
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THE PARTIES TO THE MERGER AGREEMENT
Keystone Automotive Industries, Inc.

Keystone is incorporated in the state of California with its principal executive offices at 700 E. Bonita Avenue, Pomona, CA 91767. We are one
of the nation s leading distributors of aftermarket collision replacement parts produced by independent manufacturers for automobiles and light
trucks. We distribute products primarily to collision repair shops throughout most of the United States and certain areas in Canada. In addition,
we remanufacture chrome plated and plastic bumpers as well as alloy and steel wheels. Our principal product lines consist of automotive body
parts, bumpers and remanufactured alloy wheels, as well as paint and other materials used in repairing a damaged vehicle. Keystone operates
137 distribution centers and 13 depots located in 39 states throughout the United States, as well as in the provinces of Ontario, Quebec and
British Columbia in Canada. Thirteen of the distribution centers serve as regional hubs and five serve as cross docks.

LKQ Corporation
LKQ Acquisition Company

LKQ Acquisition Company ( Merger Sub ) is a California corporation and a direct wholly owned subsidiary of LKQ Corporation, a Delaware
corporation ( LKQ or Parent ). Upon the terms and subject to the conditions of the merger agreement and in accordance with California law, at the
effective time of the merger, Merger Sub will merge with and into Keystone, with Keystone surviving the merger as a wholly-owned subsidiary

of LKQ (the surviving corporation ). Merger Sub has de minimis assets and no operations. LKQ provides replacement systems, components and
parts needed to repair light vehicles (cars and light trucks), and participates in the market for recycled original equipment manufacturer products

as well as the market for collision repair aftermarket products. LKQ obtains aftermarket products and salvage vehicles from a variety of sources,

and dismantles the salvage vehicles to obtain a comprehensive range of vehicle products that LKQ distributes into the light vehicle repair

market. LKQ also recently entered the business of refurbishing and distributing aluminum alloy wheels, head lamps and tail lamps.
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THE SPECIAL MEETING
Time, Place and Purpose of the Special Meeting

This proxy statement is being furnished to our shareholders in connection with the solicitation of proxies by our Board for use at the special
meeting to be held on [®], 2007, beginning at 10:00 a.m., local time, at Nashville, Tennessee, or at any adjournment thereof. The purpose of the
special meeting is for our shareholders to consider and vote upon the approval of the principal terms of the merger agreement and the merger.
Our shareholders must approve the principal terms of the merger agreement and the merger for the merger to occur. If our shareholders fail to
approve the principal terms of the merger agreement and the merger, the merger will not occur. A copy of the merger agreement is attached to
this proxy statement as Annex A. This proxy statement and the enclosed form of proxy are first being mailed to our shareholders on or about [®]
2007.

Record Date and Quorum

The holders of record of our common stock as of the close of business on [¢] 2007, the record date for the special meeting, are entitled to receive
notice of, and to vote at, the special meeting. On the record date, there were [®] shares of our common stock outstanding and entitled to vote.

The holders of a majority of the outstanding shares of our common stock at the close of business on the record date represented in person or by
proxy will constitute a quorum for purposes of the special meeting. A quorum is necessary to hold the special meeting. Once a share is
represented at the special meeting, it will be counted for the purpose of determining a quorum at the special meeting and any adjournment of the
special meeting. However, if a new record date is set for the adjourned special meeting, then a new quorum will have to be established.

Required Vote

Completion of the merger requires the approval of the principal terms of the merger agreement and the merger by the affirmative vote of the
holders of a majority of the outstanding shares of our common stock at the close of business on the record date for the special meeting. Each
outstanding share of our common stock is entitled to one vote. The proposal to adjourn the special meeting in order to solicit additional proxies
will be approved if the votes cast in favor of the proposal by shares of common stock, present in person or represented by proxy and entitled to
vote, exceed the votes cast against the proposal.

As of [¢] 2007, the record date for the special meeting, the directors and executive officers of Keystone beneficially owned, in the aggregate, [®]
shares of Keystone common stock, or approximately [®]% of the outstanding shares of Keystone common stock, and, based upon information
provided by LKQ, LKQ beneficially owned [®] shares of our common stock, or approximately [®]% of the outstanding shares of our common
stock. The directors and executive officers and LKQ have informed us that they intend to vote all of their shares of our common stock FOR the
approval of the principal terms of the merger agreement and the merger and FOR any adjournment of the special meeting, if necessary or
appropriate, to solicit additional proxies.

Proxies; Revocation

If you are a shareholder of record and submit a proxy by returning a signed proxy card by mail, your shares will be voted at the special meeting
as you indicate on your proxy card. If no instructions are indicated on your proxy card, your shares of Keystone common stock will be voted

FOR the approval of the principal terms of the merger agreement and the merger and FOR any adjournment of the special meeting, if necessary
or appropriate, to solicit additional proxies.

If your shares are held in street name by your broker or another nominee, you should promptly instruct your broker or other nominee how to vote
your shares using the instructions provided by your broker or other
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nominee. If you have not received such voting instructions or require further information regarding such voting instructions, contact your broker
or other nominee and they can give you directions on how to vote your shares. If you intend to vote your street name shares at the special
meeting, you will need to contact your broker or other nominee to do so. Shares of our common stock held by persons attending the special
meeting but not voting, or shares for which we have received proxies with respect to which holders have abstained from voting, will be
considered abstentions. Abstentions and properly executed broker or other nominee non-votes, if any, will be treated as shares that are present
and entitled to vote at the special meeting for purposes of determining whether a quorum exists but will have the same effect as a vote
AGAINST approval of the principal terms of the merger agreement and the merger, but will have no effect on our proposal to adjourn.

If you are a shareholder of record, you may revoke your proxy at any time before the vote is taken at the special meeting. To revoke your proxy,
you must advise our Secretary in writing, submit by mail a new proxy card dated after the date of the proxy you wish to revoke, or attend the
special meeting and vote your shares in person. Attendance at the special meeting will not by itself constitute revocation of a proxy.

Please note that if you hold your shares in street name and you have instructed your broker or other nominee to vote your shares, the options for
revoking your proxy described in the paragraph above do not apply and instead you must follow the directions provided by your broker or other
nominee to change your vote.

Keystone does not expect that any matter other than the approval of the principal terms of the merger agreement and the merger (and the
approval of the adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies) will be brought before the special
meeting. If, however, any such other matter is properly presented at the special meeting or any adjournment of the special meeting, the persons
appointed as proxies will have discretionary authority to vote the shares represented by duly executed proxies in accordance with their discretion
and judgment.

Adjournments

Although it is not currently expected, the special meeting may be adjourned by Keystone for the purpose of soliciting additional proxies prior to
the convening of the special meeting. After the special meeting has been convened, any adjournment may be made without notice (if the
adjournment is not for more than 30 days), other than by an announcement made at the special meeting of the time, date and place of the

adjourned meeting. Whether or not a quorum exists, holders of a majority of the shares of our common stock present in person or represented by
proxy at the special meeting and entitled to vote may adjourn the special meeting. If no instructions are indicated on your proxy card, your

shares of our common stock will be voted FOR any adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies.
Any adjournment of the special meeting for the purpose of soliciting additional proxies will allow our shareholders who have already sent in

their proxies to revoke them at any time prior to their use at the special meeting as adjourned.

Solicitation of Proxies

In addition to soliciting proxies by mail, directors, officers and employees of Keystone may solicit proxies personally and by telephone,
facsimile or other electronic means of communication. These persons will not receive additional or special compensation for such solicitation
services. Upon request, brokers, banks and other nominees will be reimbursed for their expenses in sending proxy materials to their customers
who are beneficial owners and obtaining their voting instructions. Keystone has retained MacKenzie Partners, Inc. to assist it in the solicitation
of proxies for the special meeting. MacKenzie Partners, Inc. will be paid a fee of approximately $[®], plus reimbursement of out-of-pocket
expenses.

Keystone and LKQ will share equally the costs and expenses incurred in connection with the filing, printing and mailing of this document
(including any SEC filing fees).
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THE MERGER
Background of the Merger

Our Board and our senior executives have historically reviewed and assessed strategic alternatives, particularly in the areas of acquisitions and
diversification, available to us from time to time. This process became particularly focused when Ford Global Technologies, or Ford, instituted
an action against us and other respondents before the International Trade Commission, or ITC, on December 2, 2005 alleging that certain parts
distributed by us infringed on 14 design patents owned by Ford. Keystone and the other respondents have expended significant resources
defending that action, which remains ongoing. In late 2006, two events occurred that significantly impacted the Board s assessment of our
long-term strategic alternatives. First, Ford sent us a letter notifying us that it held rights to an additional 169 patents on 23 models of Ford
vehicles and that it had 133 pending patent applications on an additional 20 models. Second, the administrative law judge, or ALJ, in the
Ford/ITC action, ruled against us on seven of the ten patents in issue. The market reacted negatively to the ruling and our stock price dropped
from $38.76 per share on December 6, 2006 to $30.55 per share the following day. The ruling of the ALJ has since been upheld by the ITC. We
intend to file an appeal with the United States Circuit Court of Appeals and anticipate that the appeals process will take approximately twelve to
eighteen months. In addition, an unexpected result of the patent litigation is that the Certified Automotive Parts Association, or CAPA, is
decertifying parts that are the subject of patents. Lack of CAPA certification may negatively impact us because many major insurance
companies recommend or require the use of CAPA certified parts.

Also in 2006, the United States Supreme Court denied certiorari in the leading case involving aftermarket collision parts, Avery v. State Farm
Insurance Company, or Avery. In Avery, the plaintiffs asserted claims for breach of contract, consumer fraud and equitable relief relating to
State Farm s practice from time to time of specifying aftermarket parts rather than OEM parts when adjusting claims for the damage to insured
vehicles. Because of this class action, State Farm discontinued authorizing the use of aftermarket parts for collision repair and, initially, the
plaintiffs were awarded $1.2 billion in damages. Subsequently, the judgment was overturned on appeal, and ultimately, the denial of certiorari
by the United States Supreme Court has effectively ended the Avery case in favor of State Farm. However, to date, State Farm has not returned
to authorizing the use of aftermarket parts.

During December 2006, Richard Keister, our Chief Executive Officer, received a call and invitation for dinner from Joseph Holsten, the Chief
Executive Officer of LKQ. The dinner occurred in Nashville on January 18, 2007. During this dinner, Mr. Holsten told Mr. Keister that LKQ
was interested in acquiring Keystone and would like to set up a meeting with our respective Chairmen of the Board as soon as possible. On
January 19, 2007, Mr. Keister reported to Ronald Foster, our Chairman of the Board, the details of the dinner meeting with Mr. Holsten.

Mr. Foster in turn reported the details of this meeting to our other directors. The following week, a meeting was scheduled for March 2, 2007 at
the home of Donald Flynn, the Chairman of LKQ s board of directors, in Florida, because of Mr. Flynn s travel limitations. On March 2, 2007,
Messrs. Foster and Keister met Messrs. Flynn and Holsten in Florida. At this meeting, Messrs. Flynn and Holsten talked conceptually about a
merger between Keystone and LKQ. Mr. Foster informed them that the Board had not considered selling Keystone. The general nature of the
initial meeting on March 2, 2007 was memorialized in a letter from LKQ to Keystone dated March 5, 2007. Although at the time Keystone was
not for sale and the Board had not previously considered selling Keystone, in light of the patent litigation issues, the unexpected results caused
by those issues, and the extended length of time needed to address those issues, Mr. Foster believed it important to raise the proposal for the
consideration of the entire Board. The closing price of our common stock on March 2, 2007 was $32.00.

Mr. Foster informed each of the directors about the meeting and discussions among Mr. Flynn, Mr. Holsten, Mr. Keister and himself. The Board
agreed to discuss the matter at its next regularly scheduled Board meeting to be held on March 16, 2007. The Board also engaged Latham &
Watkins LLP, or Latham, as legal counsel regarding this matter and requested Latham s participation in the Board meeting.
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At the regularly scheduled board meeting on March 16, 2007, the Board discussed LKQ s unsolicited proposal regarding a business combination
of LKQ and Keystone. After considering the state of the industry and after much deliberation and consultation with outside counsel regarding,
among other things, the Board s duty to its shareholders and possible responses to LKQ s expression of interest, the Board directed Keystone s
senior management to engage a financial advisory firm to consider in earnest potential strategic alternatives and begin negotiations on a
confidentiality agreement as a prelude to any discussions with LKQ regarding its proposal. The Board and senior management discussed various
investment banking firms and directed John Arena, our General Counsel, to contact J.P. Morgan Securities Inc., or JPMorgan. On March 22,
2007, Keystone sent a letter to Messrs. Flynn and Holsten stating that if LKQ s interest was serious, then Keystone would require a
confidentiality agreement between the parties, a draft of which would be sent to LKQ through Latham before any further discussions would
occur.

Before a confidentiality agreement was delivered, on March 23, 2007, LKQ sent a letter outlining an acquisition proposal in very general terms.
LKQ estimated the valuation range of Keystone shares to be between $37.00 and $39.00 per share, proposed a merger structure for the deal with
consideration to be paid 50% in cash and 50% in stock without a financing condition and with the understanding that the proposal was
dependent upon satisfactory conclusion of due diligence and other customary conditions, including the approval of the proposal by Keystone s
Board and waiver by Keystone of any anti-takeover provisions. On March 23, 2007, Keystone s shares closed at $34.19 per share.

On March 27, 2007, Latham sent a draft confidentiality and standstill agreement to LKQ for its review and later that day, LKQ inquired as to
whether we had hired a financial advisor and when LKQ could expect a response to the proposed acquisition terms. In reply, on March 29, 2007,
Keystone, through Latham, communicated that while the Board decided to hire a financial advisor, no determination regarding pursuit of
strategic alternatives, whether presented by LKQ or otherwise, had been made at that time. Also on March 29, 2007, the Board created the
Finance Committee, comprised of Ronald Foster, Timothy McQuay and James Gerrity, for the specific purpose of reviewing and assessing
strategic alternatives available to Keystone. Members of senior management involved throughout the process were Mr. Keister, Jeffrey T. Gray,
our Chief Financial Officer and Mr. Arena.

At a meeting of the Board on April 2, 2007, JPMorgan presented its qualifications to advise Keystone in this transaction and, on a preliminary
basis, a review of LKQ s offer, possible defense strategies to protect against a coercive unsolicited transaction, as well as a brief review of
potential strategic alternatives, including add-on or transforming acquisitions, a leveraged recapitalization or a sale of Keystone. Based on the
presentation and its consideration of alternative financial advisors, the Board selected JPMorgan as Keystone s financial advisor.

The Finance Committee met telephonically on April 10, 2007 to discuss the recent conversations that had occurred between Mr. Foster and

Mr. Flynn and the conversation that occurred between Paul Tosetti of Latham and Victor Casini, the General Counsel of LKQ. Mr. Flynn and
Mr. Casini both indicated that LKQ would not sign a confidentiality agreement with a long standstill provision. Mr. Foster told Mr. Flynn that
before Keystone would share any confidential information with LKQ, a confidentiality agreement with an acceptable standstill provision would
be required. Mr. Foster told Mr. Flynn that the Board would respond to LKQ s proposal after JPMorgan had completed its financial analysis, and
the Board had completed its review of that analysis. Mr. Foster asked Mr. Flynn if LKQ had engaged a financial advisor. Mr. Flynn indicated
that Robert W. Baird & Co., or Baird, had been engaged to act as the financial advisor for LKQ in this matter. The Finance Committee also
discussed strategies to defend against the possibility that LKQ would proceed on an unsolicited basis. After further discussion and consideration,
the Finance Committee approved the JPMorgan engagement letter, and on April 13, 2007, Keystone entered into an initial engagement letter
with JPMorgan pursuant to which JPMorgan agreed to act as a financial advisor to assist Keystone in its analysis and consideration of its various
strategic alternatives and to assist in the defense of any attempted coercive unsolicited offer from LKQ. Throughout the remainder of April 2007,
JPMorgan engaged in extensive review and analysis of the LKQ proposal and Keystone s strategic alternatives. This process included, among
other things, numerous working sessions with
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Keystone s Chief Executive Officer and Chief Financial Officer, review of Keystone s current strategic plan and independent research on our
industry. During this time, Keystone continued to negotiate terms of a confidentiality and standstill agreement with LKQ.

On May 3, 2007, JPMorgan made a presentation to the Finance Committee which included a stand-alone valuation of Keystone s business plan
and various upside and downside scenarios using multiple valuation methodologies, an evaluation of LKQ and its offer for Keystone, and a
financial analysis of the potential impact of selected strategic alternatives on Keystone s valuation. The strategic alternatives considered included
the execution by Keystone of its business plan, a leveraged recapitalization, add-on acquisitions, a transforming merger or acquisition with a
company other than LKQ, and a sale of Keystone. Latham also made a presentation on the Board s fiduciary duties under California law,
including the standard of care required of the Board during their review of strategic transactions and discussed the available defensive strategies
in the event LKQ initiated a coercive unsolicited offer. On May 3, 2007, the closing price of Keystone s shares was $37.57 per share. After
careful review and discussion of, among other things, JPMorgan s analysis and findings, the state of Keystone s industry and operating
environment, and Keystone s current share price performance, the directors decided to reject LKQ s offer because Keystone was not for sale, and
even if it was, the Board considered the indication of value to be significantly less than the intrinsic value of Keystone. JPMorgan communicated
this decision verbally to Baird, and Keystone sent a formal letter to that effect on May 4, 2007.

The Finance Committee convened telephonically on May 7, 2007 to receive an update from JPMorgan on three separate conversations that
occurred between JPMorgan and Baird regarding the LKQ matter. In these conversations, Baird initially communicated on behalf of LKQ a
willingness to increase its offer for Keystone to the low $40s per share, still on a 50/50 stock and cash basis, as well as to enter into a standstill
agreement in order for the parties to work towards an agreement. JPMorgan indicated that the low $40s undervalued Keystone and these
conversations led to LKQ submitting a revised offer on May 7, 2007 of $45 per share on an all-cash basis and a 60-day standstill provision. LKQ
requested that representatives of Keystone meet with them in Chicago to discuss the proposal. Keystone s shares closed at $37.63 per share on
May 7, 2007.

The following day, May 8, 2007, the Finance Committee discussed the revised proposal from LKQ. The Finance Committee also discussed the
merits of more broadly assessing the interest of other potential buyers to acquire Keystone. During that discussion, it was concluded that no
other automotive aftermarket supplier or other strategic industry participant would likely have an interest in acquiring Keystone due to, among
other things, the differences in their business models with that of Keystone. JPMorgan subsequently confirmed this understanding in no-name
conversations with select insiders in the automotive aftermarket industry. It was further agreed that initiation of a broad sale process involving
strategic industry participants would likely have an adverse effect on Keystone s employees and customer and supplier relationships due to the
high potential for leaks. It was therefore decided that JPMorgan should contact a small group of private equity sponsors to assess their interest in
acquiring Keystone and the valuation range such sponsors would offer for Keystone. In parallel, the Finance Committee authorized further
exploration of LKQ s offer and decided that representatives of Keystone would travel to Chicago to meet with representatives of LKQ on

May 10, 2007 to communicate to LKQ that its current proposal, while significantly improved from its prior proposal, still did not adequately
reflect the intrinsic value of Keystone. A confidentiality agreement with a 60-day standstill provision was executed between LKQ and Keystone
immediately prior to the commencement of the meeting.

The Chairman of the Board and members of senior management of each of Keystone and LKQ, together with their respective financial advisors,
subsequently met in Chicago on May 10, 2007. Senior management of Keystone presented a more detailed version of Keystone s investor
presentation along with its business plan and financial projections, including detailed projections related to future opportunities for the business.
LKQ and Baird had the opportunity to ask, and did ask, questions regarding the presentation, the Ford/ITC matter, and opportunities for
synergies between Keystone and LKQ. At the conclusion of the meeting, LKQ asked the Finance Committee if it could conduct additional
diligence on Keystone. The Finance Committee agreed to allow additional diligence to occur so that LKQ could re-evaluate the value of
Keystone. On May 14 and 15, 2007, Keystone s senior management met with LKQ s senior management to discuss likely areas for achieving
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synergies between the two companies. Organization charts and budgeting for 2008 were shared as well as possibilities for resource sharing in the
areas of public company reporting, certain manufacturing capacities, labor, warehousing and distribution. In addition, policies for inventory
obsolescence and bad debt were also discussed.

After the May 10, 2007 meeting, Keystone requested that JPMorgan initiate preliminary discussions with a small group of private equity
sponsors. Keystone and JPMorgan selected six private equity sponsors for this process based on the sponsors focus on and experience with
investments in the automotive aftermarket and distribution industries in the United States and internationally. JPMorgan subsequently contacted
all six private equity sponsors and offered each an opportunity to meet with Keystone management in JPMorgan s offices in New York for a
half-day management presentation and access to Keystone s business plan and financial projections. JPMorgan also informed each private equity
sponsor about its intention to request the submission of a non-binding indication of interest shortly after their meeting with management. In
anticipation of the launch of a targeted sale process, which was to include LKQ and a number of private equity sponsors, Keystone and
JPMorgan focused considerable resources throughout May 2007 on compiling and uploading diligence materials in order to create a
comprehensive virtual dataroom. Later in May, Keystone and JPMorgan began to have daily calls to discuss diligence progress and related
matters, private equity sponsor interactions and activity and other process matters. Confidentiality agreements with standstill provisions were
negotiated and entered into with three interested parties in late May and early June, and senior management made presentations to three
interested private equity sponsors. The Finance Committee received regular telephonic and email updates from JPMorgan and Keystone senior
management on the progress of these discussions.

On June 5, 2007, JPMorgan provided the Finance Committee with another update on the diligence process with private equity sponsors.
JPMorgan informed the Finance Committee that only one of the private equity sponsors would continue undertaking diligence with a view to
submitting a non-binding indication of interest for Keystone. The other five private equity sponsors indicated that they elected not to participate
further for a variety of concerns, including the perceived need to offer a high multiple for Keystone, competition with potential strategic
acquirers and the length of time required to complete diligence on the patent litigation risks. Later that day, JPMorgan asked Baird and LKQ to
reassess their proposal to acquire Keystone on or before June 18, 2007. In parallel, Keystone presented a draft merger agreement to LKQ and
advised LKQ to include comments to the draft merger agreement as part of any updated proposal.

Concurrent with the private equity sponsor sale process, the Board continued to explore the merits of a transaction with LKQ by allowing LKQ
access to extensive diligence materials in the virtual dataroom, providing a tour of our Nashville distribution center to LKQ s potential financing
sources, and engaging with their lawyers on the specific terms of the merger agreement. On June 15, 2007, in response to Keystone s and
JPMorgan s prior request, LKQ updated its proposal based on its continued due diligence review and sent a letter detailing its offer to acquire
Keystone at the same value previously indicated. LKQ proposed to acquire all of the shares of Keystone for $45 per share in cash and explained
that the price offered reflected, among other things, (i) Keystone s financial results for the first calendar quarter of 2007, (ii) Keystone s
projections for 2008, (iii) share grants to employees previously unaccounted for by LKQ, (iv) higher than anticipated integration costs, and

(v) the ITC s unfavorable ruling against Keystone in the Ford case. Attached to the letter were bank commitment letters and comments to the
draft merger agreement that had been previously provided to LKQ. The offer was conditioned upon completion of confirmatory due diligence
satisfactory to LKQ, its advisors and financing sources, and completion of a definitive agreement and related schedules and documents and was
stated to expire on June 20, 2007 at 5:00 p.m. Central Time.

Also on June 15, 2007, one private equity sponsor submitted a non-binding indication of interest to acquire Keystone for a price in the range of
$46 to $48 per share in cash. The indication of interest was conditioned upon completion of detailed due diligence by the private equity sponsor,
its advisors and financing sources, reaching an agreement on retention of senior management and reinvestment of equity by such retained
management, receipt of acquisition financing, negotiation of satisfactory definitive documentation and receipt of all required regulatory
approvals. On June 15, 2007, our stock closed at $42.03 per share.
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The Board met for a regularly scheduled two-day meeting on June 18 and 19, 2007. The Board convened in executive session to discuss the
proposals from LKQ and the private equity sponsor. On June 18, JPMorgan presented a review of the bid process to date, including an updated
analysis of the current trading profile and valuation of Keystone, a summary of the negotiation process with LKQ and a summary of the
indication of interest from the remaining interested private equity sponsor received by Keystone. JPMorgan also discussed with the Board the
considerations that should guide the Board in deciding whether to develop or reject one or both of the proposals, and explored with the Board
other options that were available. Some of the factors discussed in considering the private equity firm s indication of interest included the lengthy
diligence process that the private equity firm would likely require before entering into a merger agreement, the fact that the private equity firm
did not have committed financing at that time and its indication of interest contained several other significant conditions. The Board and
JPMorgan discussed that in contrast, LKQ had already substantially completed its diligence of Keystone and its offer included committed
financing of the merger. The Board and JPMorgan also discussed the possibility of entering into a strategic transaction with a company other
than LKQ in Keystone s industry or a related industry, but JPMorgan s and the Board s analysis confirmed that LKQ was the most viable
candidate for any strategic alliance or merger. Additionally, JPMorgan and the Board reconsidered other options such as executing Keystone s
business plan, making a series of add-on acquisitions or one or more major acquisitions, launching a broader auction process, and undertaking a
leveraged recapitalization. The legal advisors presented to the directors a number of specific issues raised by LKQ s mark-up of the draft merger
agreement and reviewed with the Board its fiduciary duties under California law and in particular the standard of care required of the Board
during their review of strategic transactions. Senior management presented an overview of the risks and opportunities facing the industry, such
as CAPA decertifying parts based on the existence of patents, the ongoing, and potential future, design patent litigation, the benefits available to
Keystone if State Farm re-commences authorizing the use of aftermarket parts, and the operational improvements that are expected to be
realized in the future because of Keystone s current infrastructure investments. JPMorgan discussed the risks inherent in Keystone s stock
volatility, and the Board discussed the effect that another ITC patent action could have on Keystone s stock and the effect the patent actions and
the decertifications by CAPA could have on State Farm re-commencing the authorization of the use of aftermarket parts. A discussion by the
Board of the process to date, JPMorgan s valuation work, the bidders who had been approached and remained in the process and the risks and
opportunities available to Keystone in the near future also took place. Based on all these considerations the Board determined that the $45 per
share price was inadequate. In addition, due to the various diligence conditions set forth in the commitment letter and the merger agreement
markup, the Board was concerned that the consummation of the LKQ transaction on the terms of the current draft of the merger agreement and
commitment letter held too much uncertainty. The culmination of these discussions led to the Board s decision to reject LKQ s latest offer, which
was communicated by JPMorgan to Baird later that day.

On June 19, 2007, Mr. Flynn called Mr. Foster and said that LKQ would be willing to raise its offer to $47 per share paid 60% in cash and 40%
in stock and, if the offer was inadequate, Mr. Flynn requested that Keystone provide LKQ with a specific counter-offer. The Board discussed

this request and considered the offer, market conditions and the increased transaction uncertainty that would exist in a cash and stock merger
requiring the approval of LKQ s stockholders if LKQ s stock was used as consideration. After extensive deliberations, the Board instructed
JPMorgan to communicate to LKQ that the $47 per share proposal was inadequate and to counter with a proposal of $49 per share with a
preference for an all-cash transaction, although Keystone was not opposed to a cash and stock transaction so long as it could be structured tax
free, and JPMorgan communicated to representatives of LKQ that LKQ s $47 per share proposal was inadequate and presented to representatives
of LKQ Keystone s $49 per share proposal.

On June 25, 2007, LKQ rejected Keystone s $49 proposal and again countered with an offer of $47 per share only this time on an all-cash basis
made informally from Baird to JPMorgan and then formally from Mr. Flynn to Mr. Foster. LKQ concluded that a stock/cash mix of
consideration was undesirable at a price level higher than $47 because of, among other things, the dilutive effect such a transaction might have
on its outstanding shares. Keystone countered with a demand for $48.00 per share all-cash. Then on June 26, 2007, Mr. Flynn increased LKQ s
offer to $47.50 per share on an all-cash basis. Mr. Foster agreed to present the offer
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to the Board subject to the understanding that the transaction documentation would have as few material conditions to closure as reasonably
possible. As LKQ s offer began to approach the upper-range of the price offered by the private equity sponsor, the Finance Committee assessed
the process that the private equity sponsor would need to complete to provide a more firm and solidly financed proposal. The private equity
sponsor was behind LKQ in terms of completion of diligence and had not yet taken substantive steps towards securing committed financing for
the transaction. On the other hand, LKQ had offered a comparable stated per-share value, had nearly completed its diligence and had already
obtained financing commitments from its lenders. Accordingly, given the timing and other issues associated with the private equity sponsor s
proposal, the Finance Committee determined to focus its efforts on the LKQ offer.

On June 27, 2007, Latham provided a new mark-up of the merger agreement to LKQ s legal advisors, Bell Boyd & Lloyd LLP, or Bell Boyd,
reflecting the previous discussions between Messrs. Flynn and Foster. Representatives from Latham and Bell Boyd discussed the contract in
detail the next day and Latham provided another draft of the merger agreement later that same day.

The Finance Committee met on July 1, 2007 to discuss the status of the transaction and merger agreement negotiations. In particular, the
members of the Finance Committee discussed how to allocate risk that could result from the failure of the transaction to close. Later that same
day, Mr. Foster and Mr. Flynn discussed over the telephone the issues that remained unresolved, including the amounts of each party s
termination fee and the conditions in which those fees would have to be paid to the other party.

The Board met again telephonically on July 2, 2007 to consider the status of the transaction. The representatives of Latham discussed with all of
the directors the fiduciary duties of directors in connection with evaluating strategic alternatives and a decision to sell Keystone and reviewed
the key terms of LKQ s revised merger agreement and related documents, reviewed the recent negotiations with LKQ, and responded to
questions from the directors regarding the terms and conditions of the offer and the related definitive agreements.

At a telephonic meeting on July 3, 2007, JPMorgan informed the Finance Committee and senior management that LKQ was working to obtain
its lenders approval and that LKQ would circulate a revised draft of the merger agreement acceptable to its lenders. Certainty of closure and
allocating risk if the merger was not consummated continued to be focal points of negotiation. Later that day, Mr. Flynn verbally increased
LKQ s offer to $48.00 per share on an all-cash basis to Mr. Foster and informed Keystone that LKQ s legal counsel would circulate a revised
merger agreement reflecting an increase of the per share price to $48 and incorporating changes requested by its lenders. At that point in time,
the Board also decided to terminate discussions with the interested private equity sponsor because, among other things, both offers presented
substantially similar economic terms to Keystone s shareholders with the major difference that LKQ s offer was readily executable while the
interested private equity sponsor s proposal was subject to, among other things, further diligence and obtaining financing. On July 3, 2007, our
stock closed at $42.04 per share.

From July 4, 2007 to July 10, 2007, our management and our legal and financial advisors were engaged in negotiating the specific terms of the
merger agreement with LKQ. The negotiations culminated in a direct discussion between Keystone and LKQ on July 9, 2007 regarding the
terms of the latest draft of the merger agreement, and in particular to emphasize that any concession on deal terms by Keystone was conditioned
upon the price increase offered on July 3, 2007 and that any downward movement in price would render those concessions moot. A draft merger
agreement from Keystone was circulated on July 10, 2007 consistent with the message communicated the previous day. LKQ responded to the
July 10, 2007 draft merger agreement on July 12, 2007 via letter from Mr. Flynn to Mr. Foster. In substance, LKQ was concerned with certain
covenants regarding actions to be taken in obtaining required regulatory approvals to the merger, the amount of the termination fees and the
circumstances under which such fees would be payable, and the terms governing the parties rights to terminate the merger agreement. LKQ
proposed a compromise to the regulatory approval provision, and suggested that if the language was acceptable, the parties meet in person to
finalize the other issues in the merger agreement and related schedules. No in-person meeting occurred, but both sides continued to
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work toward resolution on the open issues in the merger agreement by telephone. During this period, the Finance Committee was kept abreast of
all of these developments by way of daily conference calls with senior management and our legal and financial advisors on the advisability of
entering into a strategic transaction as well as to monitor the progress of negotiations with LKQ.

The Board met by teleconference on July 15, 2007 to discuss the current status of the transaction. Also in attendance were representatives of
JPMorgan and Latham. Representatives of Latham reviewed with the directors the scope of their fiduciary duties, the legal terms of the current
draft of the merger agreement and related transaction documents provided by LKQ and Bell Boyd which had been provided to the directors prior
to the meeting. JPMorgan provided the directors with an update on Keystone s current trading level, an overview of the sale process conducted to
date, including the indication of interest received from the private equity firm, a summary of the financial terms of the proposed transaction with
LKQ, a detailed analysis of Keystone s stand-alone valuation using multiple valuation methodologies, and a draft of its fairness opinion.

After further negotiation of the merger agreement, on July 16, 2007, the Board met to discuss the final terms and conditions of the merger
agreement. Also in attendance were representatives of JPMorgan and Latham. Representatives of Latham reviewed with the directors the final
changes to the merger agreement which had been provided to the directors prior to the meeting. After further discussions among the Board and
representatives of JPMorgan and Latham, the Board requested that JPMorgan render to the directors an opinion as to whether the financial
consideration to be received by our shareholders in the proposed merger with LKQ was fair from a financial point of view to our shareholders.
JPMorgan delivered to the Finance Committee and outside directors an oral opinion, which was subsequently confirmed by delivery of a written
opinion dated July 16, 2007, that, as of such date and based upon and subject to the factors and assumptions set forth in its written opinion, the
$48.00 per share merger consideration to be received by the holders of our common stock in the proposed merger was fair, from a financial point
of view, to such holders. The full text of the written opinion of JPMorgan, which sets forth the assumptions made, procedures followed, matters
considered and limitations on the review undertaken with respect to the opinion, is attached as Annex B to this proxy statement. Following the
presentations, the Board considered and discussed all of the information presented. The Board also discussed the advisability of approving a
one-time special fee for the Finance Committee members in the amount of $50,000 for Mr. Foster, $25,000 for Mr. McQuay and $25,000 for
Mr. Gerrity.

At the conclusion of the July 16, 2007 meeting, the Board unanimously adopted resolutions approving the merger agreement with LKQ, the
merger and the other transactions contemplated by the merger agreement, declaring the merger advisable and in the best interests of our
shareholders, authorizing Keystone to enter into the merger agreement and recommending that our shareholders vote to approve the principal
terms of the merger agreement and the merger. The Board also approved the payment of the special fees, discussed earlier during the meeting, to
Messrs. Foster, McQuay and Gerrity.

The merger agreement was executed by Keystone, LKQ and Merger Sub as of July 16, 2007. On July 17, 2007, prior to the commencement of
trading on NASDAQ, Keystone and LKQ issued separate press releases announcing the merger.

Reasons for the Merger

In reaching its decision to approve the merger agreement, the merger and the other transactions contemplated by the merger agreement and to
recommend that our shareholders vote to approve the principal terms of the merger agreement and the merger, our Board consulted with its
financial and legal advisors. Our Board considered a number of potentially positive factors, including the following material factors:

the value of the cash consideration to be paid to our shareholders upon consummation of the merger considering the potential
negative impact of patent litigation on the industry, the costs and time consumed in defending such claims, and CAPA decertifying
parts subject to patents;
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the current and historical market prices of our common stock, and the fact that the $48.00 per share to be paid for each share of our
common stock in the merger represents a premium of 11.1% based on the closing price of our common stock on July 13, 2007, a
premium of 22.0% based on the volume weighted average price over the three months between April 13, 2007 and July 13, 2007 and
a premium of 31.1% based on the volume weighted average price over the six months between January 13, 2007 and July 13, 2007;

the current and historical market prices of our common stock, and the fact that the $48.00 per share to be paid for each share of our
common stock in the merger can also be valued as an offer multiple of 13.7x Firm Value to EBITDA for fiscal year 2007 compared
to the trading multiple of 12.2x Firm Value to EBITDA for fiscal year 2007 on July 13, 2007;

the current and historical market prices of our common stock, and the fact that the $48.00 per share to be paid for each share of our
common stock in the merger can also be valued as an offer multiple of 26.7x stock price of common equity to earnings per share on a
fully diluted basis for fiscal year 2007;

the possible alternatives to the sale of Keystone, including the execution by Keystone of its business plan, a leveraged
recapitalization, add-on acquisitions, a transforming merger, and a sale of Keystone;

the Board s understanding of current trends in the markets and the industry in which Keystone operates;

the sale process conducted by Keystone, with the assistance of our financial and legal advisors, which involved engaging in
discussions with six financial sponsors and that no higher valuation was indicated;

the Board s belief that, as a result of the process leading to the announcement of the merger agreement and the terms of the definitive
merger agreement, the merger consideration represented a full and fair price for the shares of common stock of Keystone and that
accepting the LKQ merger proposal would be in the best interests of Keystone s shareholders;

the price proposed by Parent reflected extensive negotiations between the parties and represented the highest price proposed by any
party for the acquisition of Keystone;

the valuation analysis of JPMorgan and its opinion that, as of the date of its opinion and based upon and subject to the factors and
assumptions set forth in such opinion, the consideration to be received by the holders of our common stock in the proposed merger
was fair, from a financial point of view, to such holders (see The Merger Opinion of J.P. Morgan Securities Inc. beginning on
page 25 and Annex B to this proxy statement);

the consideration to be paid is all cash which allows our shareholders to immediately realize fair value, in cash, for their investment
and provides our shareholders an opportunity for liquidity which the relatively low trading volume of our shares may not afford;

the terms of the merger agreement and the related agreements, including:

- the limited number and customary nature of the conditions to Parent s and Merger Sub s obligation to consummate the merger,
including the absence of any financing condition;

- the provisions of the merger agreement that allow the Board to change its recommendation that our shareholders vote in favor
of the approval of the principal terms of the merger agreement and the merger under certain limited circumstances if required
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to comply with its fiduciary duties under applicable law;

our ability to furnish information to and conduct negotiations with third parties regarding other takeover proposals under
certain limited circumstances;

our ability to terminate the merger agreement in order to accept a superior proposal, subject to paying Parent a $30 million
termination fee and up to $1.4 million in certain transaction-related expenses;

23

36



Edgar Filing: KEYSTONE AUTOMOTIVE INDUSTRIES INC - Form PREM14A

- the conclusion of the Board that both the $30 million termination fee and the requirement to reimburse Parent and Merger Sub
for up to $1.4 million in certain transaction-related expenses if, under certain circumstances, our shareholders fail to approve
the principal terms of the merger agreement and the merger, were reasonable in light of the benefits of the merger to our
shareholders and the typical range and size of such terms in similar transactions;

- the obligation of Parent and Merger Sub to pay us a $30 million termination fee and up to $5 million in certain
transaction-related expenses if, under certain circumstances, the merger is not consummated because of antitrust laws or
orders;

the limited number and customary nature of the conditions to funding set forth in the debt commitment letter obtained by Parent; and

the availability of dissenters rights to our shareholders who properly exercise their statutory rights (see Dissenters Rights
beginning on page 35 and Annex C to this proxy statement).
Our Board also considered and balanced against the potentially positive factors a number of potentially negative factors concerning the merger,
including the following material factors:

the possibility of disruption to our operations associated with the merger and the risk that the merger might not be completed,
including as a result of a failure by Parent and Merger Sub to obtain the debt financing;

the value of the cash consideration to be paid to our shareholders upon consummation of the merger considering the potential
positive impact of State Farm re-commencing the authorization of the use of aftermarket parts in the future;

the fact that our shareholders will be cashed out and will not participate in any future earnings or growth of Keystone;

the restrictions on the conduct of our business under the merger agreement, which may delay or prevent Keystone from undertaking
business opportunities that may arise pending completion of the merger;

the fact that the merger consideration consists of cash and will therefore be taxable to our shareholders for U.S. federal income tax
purposes;

the restrictions on our ability to solicit or engage in discussions or negotiations with a third party regarding other transaction
proposals and the requirement that we pay Parent a $30 million termination fee and up to $1.4 million in certain transaction-related
expenses if our Board accepts a superior proposal; and

the risk of diverting management focus and resources from other strategic opportunities and from operational matters while working

to implement the merger.
During its consideration of the proposed merger, our Board was also aware that all of our directors and executive officers have interests in the
merger that are, or may be, different from, or in addition to, those of our shareholders generally, as described under The Merger Interests of Our
Directors and Executive Officers in the Merger beginning on page 30.

After taking into account all of the factors set forth above, as well as others, our Board determined that the potentially positive factors

outweighed the potentially negative factors. Furthermore, our Board unanimously determined the merger agreement and the merger to be in the

best interests of our shareholders, and declared the merger agreement advisable. Our Board has unanimously approved the merger

agreement, the merger and the other transactions contemplated by the merger agreement and recommends that our shareholders vote
FOR approval of the principal terms of the merger agreement and the merger at the special meeting.

37



Edgar Filing: KEYSTONE AUTOMOTIVE INDUSTRIES INC - Form PREM14A

24

38



Edgar Filing: KEYSTONE AUTOMOTIVE INDUSTRIES INC - Form PREM14A

The Board did not assign relative weights to the above factors or the other factors considered by it. In addition, the Board did not reach any
specific conclusion on each factor considered, but conducted an overall analysis of these factors. Individual members of the Board may have
considered different factors than those described above and may have given different weights to different factors.

Recommendation of Our Board

On July 16, 2007, after evaluating a variety of business, financial and market factors and consulting with the Finance Committee and our legal

and financial advisors, our Board unanimously approved the merger agreement, the merger and the other transactions contemplated by the

merger agreement and declared the merger agreement to be advisable and in the best interests of our shareholders. ACCORDINGLY, OUR
BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE PRINCIPAL TERMS OF THE MERGER
AGREEMENT AND THE MERGER.

Opinion of J.P. Morgan Securities Inc.

Pursuant to an engagement letter dated June 28, 2007 (as amended by a letter dated July 16, 2007), Keystone retained JPMorgan as its exclusive
financial advisor in connection with the proposed merger.

At the meeting of Keystone s Board on July 16, 2007, JPMorgan delivered its oral opinion, which opinion was later confirmed in writing, to
Keystone s Board that, as of July 16, 2007 and based upon and subject to the factors and assumptions set forth therein, the $48.00 per share in
cash to be received by the holders of Keystone common stock pursuant to the merger agreement was fair, from a financial point of view, to such
shareholders. No limitations were imposed by Keystone s board of directors upon JPMorgan with respect to the investigations made or
procedures followed by it in rendering its opinions.

The full text of the written opinion of JPMorgan, dated July 16, 2007, which sets forth assumptions made, procedures followed, matters
considered and limitations on the review undertaken in connection with the opinion, is attached as Annex B to this proxy statement and

is incorporated herein by reference. The summary of JPMorgan s opinion set forth in this Proxy Statement is qualified in its entirety by
reference to the full text of the opinion, and Keystone s shareholders are urged to read the opinion in its entirety. JPMorgan provided its
opinion for the information and assistance of Keystone s Board in connection with their consideration of the transaction contemplated by
the merger agreement. The JPMorgan opinion is not directed to any other person, does not address any other aspect of the merger
agreement or the proposed merger, and does not constitute a recommendation as to how any holder of Keystone s common stock should
vote with respect to the merger or any other matter.

In arriving at its opinion, JPMorgan, among other things:

reviewed a draft dated July 16, 2007 of the Merger Agreement;

reviewed certain publicly available business and financial information concerning Keystone and the industries in which it operates;

compared the proposed financial terms of the proposed merger with the publicly available financial terms of certain transactions
involving companies JPMorgan deemed relevant and the consideration received for such companies;

compared the financial and operating performance of Keystone with publicly available information concerning certain other
companies JPMorgan deemed relevant and reviewed the current and historical market prices of Keystone common stock and certain
publicly traded securities of such other companies;

reviewed certain internal financial analyses and forecasts prepared by the management of Keystone relating to its business;
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reviewed certain reports published by industry and equity analysts; and

performed such other financial studies and analyses and considered such other information as JPMorgan deemed appropriate for the
purposes of its opinion.
JPMorgan also held discussions with certain members of the management of Keystone and LKQ with respect to certain aspects of the proposed
merger, and the past and current business operations of Keystone, the financial condition and future prospects and operations of Keystone, and
certain other matters JPMorgan believed necessary or appropriate to its inquiry.

JPMorgan relied upon and assumed, without assuming responsibility or liability for independent verification, the accuracy and completeness of
all information that was publicly available or was furnished to or discussed with JPMorgan by Keystone and LKQ or otherwise reviewed by or
for JPMorgan. JPMorgan did not conduct or was not provided with any valuation or appraisal of any assets or liabilities, nor did JPMorgan
evaluate the solvency of Keystone or LKQ under any state or federal laws relating to bankruptcy, insolvency or similar matters. In relying on
financial analyses and forecasts provided to it, JPMorgan assumed that they were reasonably prepared based on assumptions reflecting the best
currently available estimates and judgments by management as to the expected future results of operations and financial condition of Keystone
to which such analyses or forecasts relate. JPMorgan expressed no view as to such analyses or forecasts or the assumptions on which they were
based. JPMorgan also assumed that the proposed merger will have the tax consequences described in this proxy statement, and in discussions
with, and materials furnished to JPMorgan by, representatives of Keystone, that the other transactions contemplated by the merger agreement
will be consummated as described in the merger agreement and this proxy statement, and that the definitive merger agreement would not differ
in any material respect from the draft thereof provided to JPMorgan. JPMorgan relied as to all legal matters relevant to the rendering of its
opinion upon the advice of counsel. JPMorgan further assumed that all material governmental, regulatory or other consents and approvals
necessary for the consummation of the Merger will be obtained without any adverse effect on Keystone.

JPMorgan s opinion is based on economic, market and other conditions as in effect on, and the information made available to JPMorgan as of,
the date of such opinion. Subsequent developments may affect JPMorgan s opinion, and JPMorgan does not have any obligation to update,
revise, or reaffirm such opinion. JPMorgan s opinion is limited to the fairness, from a financial point of view, of the consideration to be received
by Keystone s common stockholders in the proposed merger, and JPMorgan has expressed no opinion as to the fairness of the proposed merger
to, or any consideration of, the holders of any other class of securities, creditors or other constituencies of Keystone or the underlying decision
by Keystone to engage in the proposed merger. JPMorgan expressed no opinion as to the price at which Keystone s common stock will trade at
any future time, whether before or after the closing of the proposed merger.

In accordance with customary investment banking practice, JPMorgan employed generally accepted valuation methods in reaching its opinion.
The following is a summary of the material financial analyses utilized by JPMorgan in connection with providing its opinion.

Projections. The projections furnished to JPMorgan for Keystone were prepared by the management of Keystone. Keystone does not publicly
disclose internal management projections of the type provided to JPMorgan in connection with JPMorgan s analysis of the merger, and such
projections were not prepared with a view toward public disclosure. These projections were based on numerous variables and assumptions that
are inherently uncertain and may be beyond the control of management, including, without limitation, factors related to general economic and
competitive conditions and prevailing interest rates. Accordingly, actual results could vary significantly from those set forth in such projections.

Public Trading Multiples Analysis. Using publicly available information, JPMorgan compared selected financial and operating data of
Keystone with similar data for selected publicly traded companies engaged in
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businesses which JPMorgan deemed to be relevant to Keystone s business. The companies selected by JPMorgan included Genuine Parts
Company, LKQ Corporation, Midas Inc., Monro Muffler Brake, Inc., O Reilly Automotive, Inc. and The Pep Boys-Manny, Moe & Jack.

These companies were selected, among other reasons, because they share similar business characteristics to Keystone based on operational
characteristics and financial metrics on one hand, and because of their significant exposure to the automotive aftermarket industry in the United
States, on the other hand. However, none of the companies selected is identical or directly comparable to Keystone. Accordingly, JPMorgan
made judgments and assumptions concerning differences in financial and operating characteristics of the selected companies and other factors
that could affect the public trading value of the selected companies. Other companies were considered but not deemed relevant.

For each of the selected companies, JPMorgan calculated Firm Value divided by the estimated earnings before interest, taxes, depreciation and
amortization ( EBITDA ) for the calendar year ending December 31, 2007, which is referred to as Firm Value/EBITDA Multiple, on one hand,
and the stock price of common equity divided by the earnings per share ( EPS ) for the same period, which is referred to as Price/Earnings
Multiple, on the other hand.

For this analysis, Firm Value of a particular company was calculated as market value of that company s common stock (as of July 13, 2007) plus
the value of that company s indebtedness, capital leases and minority interest and preferred stock, minus that company s cash and cash
equivalents, and marketable securities.

The following table reflects the ratios, market value, Firm Value and public market multiples for each of the selected companies reviewed by
JPMorgan:

Market % of 52 EBITDA P/E

Price Week Equity Firm Mult. Mult.
Company 07/13/07 High Value Value 2007E 2007E
Genuine Parts Company $ 50.41 97.6% $8,683 8,994 9.0x 16.8x
LKQ Corporation 25.52 97.9% 1,488 1,599 13.7x 25.5x
Midas Inc. 21.37 90.1% 328 432 10.5x 23.5x
Monro Muffler Brake, Inc. 37.57 96.3% 568 621 9.1x 20.8x
O Reilly Automotive, Inc. 35.90 92.4% 4,197 4,208 10.2x 19.9x
The Pep Boys-Manny, Moe & Jack 19.70 87.6% 1,043 1,640 11.7x  N.M.

Based on the results of this analysis and on JPMorgan s judgment and experience, JPMorgan applied a range of 9.0x to 11.0x Firm
Value/EBITDA Multiples which, using Keystone s estimates for calendar 2007 EBITDA, implied a range for Keystone s common stock of
$38.06 to $46.24 per share. JPMorgan also applied a range of 19.0x to 22.0x Price/Earnings Multiples which, using Keystone s estimates for
calendar 2007 EPS, implied a range for Keystone s common stock of $40.42 to $46.80 per share.

Selected Transaction Multiples Analysis. JPMorgan analyzed publicly available information regarding the following selected automotive
aftermarket transactions: Bridgestone s acquisition of Bandag, Investcorp s acquisition of FleetPride and Sumitomo s acquisition of TBC Corp.
These transactions were deemed to be most relevant in evaluating the merger in JPMorgan s judgment. Other transactions were considered, but
were not deemed to be relevant based on a variety of factors, including, among other things, the transaction date, transaction size, transaction
terms, target geographic location and target operational characteristics and asset mix.

For each of the selected transactions, JPMorgan calculated the transaction value divided by the EBITDA for the latest twelve months prior to the
announcement of the respective transactions ( LTM EBITDA ), which is referred to as Transaction Value/LTM EBITDA Multiple.
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Based on the results of this analysis and on JPMorgan s judgment and experience, JPMorgan applied a range of 9.0x to 11.0x Transaction
Value/LTM EBITDA Multiples which, using Keystone s EBITDA for the last twelve months ending October 31, 2007, implied a range for
Keystone s common stock of $36.74 to $44.64 per share.

Discounted Cash Flow Analysis. JPMorgan conducted a discounted cash flow analysis for the purpose of determining the fully diluted equity
value per share for Keystone s common stock. JPMorgan calculated the unlevered free cash flows that Keystone is expected to generate during
fiscal years 2008 through 2017 based upon financial projections prepared by the management of Keystone. JPMorgan also calculated a range of
terminal asset values of Keystone at the end of the period ending March 31, 2017 by applying a perpetual unlevered free cash flow growth rate
ranging from 3.25% to 3.75%. The perpetual unlevered free cash flow growth rate was based on JPMorgan s judgment and experience. The
unlevered free cash flows and the range of terminal asset values were then discounted to present values using a range of discount rates from
9.5% to 10.5% which were chosen by JPMorgan based upon an analysis of the weighted average cost of capital of Keystone and JPMorgan s
judgment and experience. The present value of the unlevered free cash flows and the range of terminal asset values were then adjusted for
Keystone s estimated excess cash, option exercise proceeds and total debt balances on October 31, 2007. Based on these assumptions, the
discounted cash flow analysis implied a range for Keystone s common stock of $38.13 to $46.66 per share.

Other Information. JPMorgan also reviewed the 52-week trading range of Keystone s common stock. JPMorgan noted that historical stock
trading is not a valuation methodology but was presented merely for informational purposes.

The foregoing summary of certain material financial analyses does not purport to be a complete description of the analyses or data presented by
JPMorgan. The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial analysis or summary
description. JPMorgan believes that the foregoing summary and its analyses must be considered as a whole and that selecting portions of the
foregoing summary and these analyses, without considering all of its analyses as a whole, could create an incomplete view of the processes
underlying the analyses and its opinion. In arriving at its opinion, JPMorgan did not attribute any particular weight to any analyses or factors
considered by it and did not form an opinion as to whether any individual analysis or factor (positive or negative), considered in isolation,
supported or failed to support its opinion. Rather, JPMorgan considered the totality of the factors and analyses performed in determining its
opinion. Analyses based upon forecasts of future results are inherently uncertain, as they are subject to numerous factors or events beyond the
control of the parties and their advisors. Accordingly, forecasts and analyses used or made by JPMorgan are not necessarily indicative of actual
future results, which may be significantly more or less favorable than suggested by those analyses. Moreover, JPMorgan s analyses are not and
do not purport to be appraisals or otherwise reflective of the prices at which businesses actually could be bought or sold. None of the selected
companies reviewed as described in the above summary is identical to Keystone, and none of the selected transactions reviewed was identical to
the Merger. However, the companies selected were chosen because they are publicly traded companies with operations and businesses that, for
purposes of JPMorgan s analysis, may be considered similar to those of Keystone. The transactions selected were similarly chosen because their
participants, size and other factors, for purposes of JPMorgan s analysis, may be considered similar to the Merger. The analyses necessarily
involve complex considerations and judgments concerning differences in financial and operational characteristics of the companies involved and
other factors that could affect the companies compared to Keystone and the transactions compared to the Merger.

As a part of its investment banking business, JPMorgan and its affiliates are continually engaged in the valuation of businesses and their
securities in connection with mergers and acquisitions, investments for passive and control purposes, negotiated underwritings, secondary
distributions of listed and unlisted securities, private placements, and valuations for estate, corporate and other purposes. JPMorgan was selected
to advise Keystone with respect to the Merger on the basis of such experience and its familiarity with Keystone.
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For services rendered in connection with the proposed merger, Keystone has agreed to pay JPMorgan a fee of approximately $8.9 million, a
substantial portion of which is dependent on the completion of the merger. In addition, Keystone has agreed to reimburse JPMorgan for its
expenses incurred in connection with its services, including the fees and disbursements of counsel, and will indemnify JPMorgan against certain
liabilities, including liabilities arising under the federal securities laws.

JPMorgan and its affiliates maintain banking and other business relationships with Keystone and its affiliates, for which they receive customary
fees. In the ordinary course of their businesses, JPMorgan and its affiliates may actively trade the debt and equity securities of Keystone or LKQ
for their own accounts or for the accounts of customers and, accordingly, they may at any time hold long or short positions in such securities.

Financing

It is estimated that the total amount of funds necessary to complete the merger and the related transactions is approximately $1.09 billion, which
includes approximately $811 million to be paid out to our shareholders and holders of other equity-based interests in Keystone, less
approximately $[®] with respect to shares of Keystone s common stock beneficially owned by LKQ on the record date which will be cancelled in
the merger and will not be paid, and including approximately $[®] million to refinance or repay some of Keystone s and LKQ s currently
outstanding debt, with the remainder to be applied to pay fees and expenses related to the merger, the financing arrangements and the related
transactions. These payments are expected to be funded by a debt financing by Parent and Merger Sub.

In connection with the execution and delivery of the merger agreement, Parent and Merger Sub entered into a debt financing commitment letter
with Lehman Commercial Paper, Inc., Lehman Brothers Commercial Bank, Lehman Brothers Inc., Deutsche Bank Trust Company Americas

and Deutsche Bank Securities, Inc. to provide up to $1 billion in debt financing, consisting of (1) an $840 million first-lien term loan facility,

(2) a $100 million revolving credit facility, and (3) a $150 million second-lien term loan facility. The proceeds of the debt financing are intended

to finance, in part, the payment of the merger consideration, the repayment or refinancing of certain of Keystone s and LKQ s debt outstanding on
the closing date of the merger and to pay fees and expenses related to the merger, financing and related transactions and, in the case of the
revolving facility, to fund general corporate requirements after the closing date of the merger.

The debt financing commitments will expire if the merger is not consummated and a definitive credit agreement with lenders is not reached by
January 15, 2008. The facilities contemplated by the debt financing commitments are subject to customary closing conditions, including:

the consummation of the merger;

the absence of a material adverse change with respect to Keystone, to the extent such change constitutes a Company
material adverse effect for purposes of the merger agreement;

the execution of definitive credit documentation consistent with the term sheets for the debt facilities;

the absence of any amendments or waivers to the merger agreement to the extent material and adverse to the lenders which have not
been approved by the lead arrangers for the debt financing;

the receipt of specified financial statements of Keystone; and

receipt of customary closing documents.
Although the debt financing described in this proxy statement is not subject to lenders due diligence or to a market out, such financing might not
be funded on the closing date because of failure to meet the closing conditions or for other reasons. As of the date of this proxy statement, to
Keystone s knowledge, no alternative financing arrangements or alternative financing plans have been made in the event the debt financing
described herein is not available as anticipated. To Keystone s knowledge, the documentation governing the debt financing
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facilities has not been finalized, and accordingly, the actual terms may differ from those described in this proxy statement.
Interests of Our Directors and Executive Officers in the Merger

In addition to their interests in the merger as shareholders, certain of our directors and executive officers have interests in the merger that differ
from, or are in addition to, your interests as a shareholder. In considering the recommendation of our Board to vote FOR the approval of the
principal terms of the merger agreement and the merger, you should be aware of these interests. Our Board was aware of, and considered the
differing interests of, our directors and executive officers in approving the merger agreement, the merger and the transactions contemplated by
the merger agreement. These interests are summarized below.

Treatment of Stock Options Held by Our Directors and Executive Officers

The following table summarizes the outstanding vested and unvested stock options held by our executive officers and directors as of August 1,
2007 and the consideration that each of them will receive pursuant to the merger agreement in connection with the cancellation of their options,
less applicable withholding taxes:

No. of Shares

Weighted
Average Per

Underlying Share Exercise
Vested and Price of Vested
Unvested and Unvested Resulting
Name Position Options Options Consideration
Arnold B. Kohorst Vice President Operations 41,667 $ 28.24 $ 823,340
Carl F. Hartman Vice President Operations 36,740 28.23 $ 726,350
Charles J. Fischer Vice President Supply 19,167 $ 31.64 $ 313,572
Chain Management
Christopher N. Northup Vice President Operations 41,557 $ 28.84 $ 796,232
and Marketing

D. Currey Hall Vice President Operations 112,223 $ 22.46 $ 2,866,175
Daniel G. Morrissey Vice President Operations 33,223 $ 29.57 $ 612,300
James M. Pundt Vice President Operations 6,558 $ 39.72 $ 54,300
James R. Gerrity Director $

James T. Tuttle Vice President Finance 12,811 $ 24.20 $ 304,902
Jeffrey T. Gray Vice President and Chief 18,334 $ 38.64 $ 171,606

Financial Officer
John G. Arena Vice President General 3,949 $ 4221 $ 22,865
Counsel and Secretary

John R. Moore Director

Keith M. Thompson Director 7,853 14.83 $ 260,484
Richard L. Keister President, Chief Executive 201,000 33.22 $ 2,970,780

Officer, and Director
Robert E. Hedrick Vice President Chief 9,167 $ 38.64 $ 85,803
People Officer

Ronald G. Foster Chairman of the Board $

Stephen A. Rhodes Director $

Timothy C. McQuay Director 2,853 $ 14.83 $ 94,634
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Treatment of Restricted Stock, Deferred Stock and Performance Shares Held by Our Directors and Executive Officers

As of August 1, 2007, there were approximately 165,201 shares of our common stock underlying awards of restricted stock, performance shares
and deferred stock held by our current executive officers and directors under our equity incentive plans. Under the terms of the merger
agreement, at the effective time of the merger, all restricted stock, restricted stock units, performance shares and deferred stock outstanding
immediately prior to the merger will become vested in accordance with the terms of the applicable plan and free of restrictions and will be
converted into the right to receive $48.00 per share. However, the balance of any performance shares granted in 2006 which have not yet vested
on the closing date after giving effect to the pro-ration language set forth in the 2006 Performance Share Award Agreement for such grants will
not vest and will be cancelled.

The following table summarizes the restricted stock, performance shares and deferred stock held by our executive officers and directors as of
August 1, 2007 and the consideration that each of them are expected to receive pursuant to the merger agreement in connection with the

cancellation of such awards:

Restricted  Deferred  Performance Total Total
Name Position Stock Stock Shares Shares Consideration
Arnold B. Kohorst Vice President 5,951 5951 $ 285,648
Operations
Carl F. Hartman Vice President 7,341 7341 $ 352,368
Operations
Charles J. Fischer Vice President Supply 5,951 5951 $ 285,648
Chain Management
Christopher N. Northup Vice President 6,543 6,543 $ 314,064
Operations and
Marketing
D. Currey Hall Vice President 7,933 7,933 $ 380,784
Operations
Daniel G. Morrissey Vice President 7,933 7933 $ 380,784
Operations
Dwain K. Lanier Vice President 2,500 2,500 $ 120,000
Manufacturing
James M. Pundt Vice President 600 3,863 4,463 $ 214,224
Operations
James R. Gerrity Director 983 983 $ 47,184
James T. Tuttle Vice President 1,000 2,558 3,558 % 170,784
Finance
Jeffrey T. Gray Vice President and 7,500 11,902 19,402 $ 931,296
Chief Financial
Officer
John G. Arena Vice President 10,000 1,777 11,777 $ 565,296
General Counsel and
Secretary
John R. Moore Director 983 983 $ 47,184
Keith M. Thompson Director 983 983 $ 47,184
Richard L. Keister President, Chief 7,500 55,000 62,500 $ 3,000,000
Executive Officer, and
Director
Robert E. Hedrick Vice President Chief 7,500 5,951 13,451 $ 645,648
People Officer
Ronald G. Foster Chairman of the Board 983 983 §$ 47,184
Stephen A. Rhodes Director 983 983 $ 47,184
Timothy C. McQuay Director 983 983 $ 47,184
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Change in Control/Separation Agreements

Change in Control Agreements. We have entered into change in control agreements with our executive officers which will require us to provide
benefits in connection with a change in control of Keystone. The merger would constitute a change in control under these agreements.

Under each of Jeffrey T. Gray s and John G. Arena s change in control agreements, if the executive is terminated on or before December 31,
2008, following a change in control of Keystone, other than by Keystone for cause, or by reason of death or disability, or by the executive
without good reason, the executive receives (i) a severance payment consisting of a lump-sum cash amount (in addition to all accrued

obligations owed to the executive) equal to the sum of (a) two times the executive s base salary in effect prior to the termination or, if higher,
prior to the event or circumstance constituting good reason, (b) two times the greater of (1) the executive s target bonus or (2) the executive s
average bonus with respect to the three fiscal years prior to the fiscal year of termination (or, if the executive has been employed for less than
three fiscal years, the average annual bonus for the number of full fiscal years of the executive s employment) or, if higher, prior to the fiscal year
in which occurs the event or circumstance constituting good reason, and (c) the executive s pro-rated bonus for the year in which the termination
occurs; and (ii) continued health and welfare benefits for 24 months following the executive s termination at the same cost as in effect
immediately preceding termination. Under the agreements, we have agreed to make an additional tax gross-up payment to the executive if any
amounts paid or payable to the executive would be subject to the excise tax imposed on certain so-called excess parachute payments under
Section 4999 of the Code. The agreements also provide for a 24-month non-competition period following termination of employment for
whatever reason.

Under each of D. Currey Hall s, Arnold B. Kohorst s, Charles J. Fischer s, Robert E. Hedrick s, Christopher N. Northup s, Daniel G. Morrisey s and
James M. Pundt s change in control agreements, if the executive is terminated on or before December 31, 2008, following a change in control of
Keystone, other than by Keystone for cause or by reason of death or disability or by the executive without good reason, the executive receives (i)
a severance payment consisting of a lump-sum cash amount (in addition to all accrued obligations owed to the executive) equal to the sum of (a)
one and one-half times the executive s base salary in effect prior to the termination or, if higher, prior to the event or circumstance constituting
good reason, (b) one and one-half times the greater of (1) the executive s target bonus or (2) the executive s average bonus with respect to the
three fiscal years prior to the fiscal year of termination (or, if the executive has been employed for less than three fiscal years, the average annual
bonus for the number of full fiscal years of the executive s employment) or, if higher, prior to the fiscal year in which occurs the event or
circumstance constituting good reason, and (c) the executive s pro-rated bonus for the year in which the termination occurs; and (ii) continued
health and welfare benefits for 18 months following the executive s termination at the same cost as in effect immediately preceding termination.
Under the agreements, we have agreed to make an additional tax gross-up payment to the executive if any amounts paid or payable to the
executive would be subject to the excise tax imposed on certain so-called excess parachute payments under Section 4999 of the Code. The
agreements also provide for a 24-month non-competition period following termination of employment for whatever reason.

Under Carl F. Hartman s Key Employee Salary Continuation Agreement, if Mr. Hartman is terminated within one year following a change in
control of Keystone, other than by Keystone by reason of death, inability by reason of illness or other disability to perform his duties, or by Mr.
Hartman after any reduction in his salary, any material reduction in his fringe benefits, his relocation to a location outside a 60 mile radius of his
current residence without his consent, a material decrease in his responsibilities or authority, or any other material adverse change in the
condition of his employment, (i) Keystone shall continue paying Mr. Hartman s then current annual salary for a period of two years following
such termination, in addition to any other coverage, fringe benefits, payments and distributions he is entitled to, and (ii) all stock options that Mr.
Hartman shall not have otherwise been able to exercise at that time will be accelerated prior to or concurrently with the change in control and he
will have the right to exercise all such options.
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Separation Agreement with Richard L. Keister. Under the Separation Agreement with Richard L. Keister that replaced his previously executed
Salary Continuation Agreement, in the event of a termination of his employment by Keystone other than for cause or by Mr. Keister for good
reason, Mr. Keister receives (i) severance payments consisting of his base salary for a period of 24 months, (ii) annual payments for two years of
the average annual short term bonus earned during the prior two-years, (iii) payment for any unpaid bonus earned during the prior year, (iv)
continuation of all company and executive benefits, including health and welfare benefits, at the company s sole expense for 24 months following
termination, (v) continuation of all benefits owed under Federal law for 24 months following termination, and (vi) payment for any vacation that
would have been accrued at the end of 24 months following termination. If he terminates for good reason, the first base salary payment will be
paid no sooner than six-months after the termination consisting of a balloon payment of seven months salary, and payments thereafter will be
paid in accordance with our standard payroll practice. Also, if he terminates for good reason, the first short term bonus payment will be paid no
sooner than six months after the termination and the second payment will be made one year following the termination. Mr. Keister has a
provision that if any other executive officer receives greater change in control benefits, then the Company must provide such greater benefit to
Mr. Keister. The Company is currently evaluating whether any amendments are needed to comply with such provision. Under the Separation
Agreement, we have agreed to make an additional tax gross-up payment to Mr. Keister if any amounts paid or payable to him would be subject
to the excise tax imposed on certain so-called excess parachute payments under Section 4999 of the Code. The Separation Agreement also
provides for a 24-month non-competition period following termination of employment for whatever reason.

The following table sets forth the estimated potential cash severance payments that may be due to each listed executive officer upon the
occurrence of change in control events and/or certain terminations of employment pursuant to each of their respective agreements with us.

Potential Cash

Severance

Name/Title Benefits()
Arnold B. Kohorst/Vice President-Operations $ 510,888
Carl F. Hartman/Vice President-Operations $ 600,084
Charles J. Fischer/Vice President-Supply Chain Management $ 493,420
Christopher N. Northup/Vice President-Operations and Marketing $ 584,111
D. Currey Hall/Vice President-Operations $ 617,791
Daniel G. Morrissey/Vice President-Operations $ 882,001
James M. Pundt/Vice President-Operations $ 653,902
Jeftrey T. Gray/Vice President and Chief Financial Officer $ 1,633,874
John G. Arena/Vice President-General Counsel and Secretary $ 1,094,990
Richard L. Keister/President, Chief Executive Officer, and Director $ 4,192,710
$ 833,643

Robert E. Hedrick/Vice President-Chief People Officer

(1) The amounts appearing in the table above assume that the triggering event occurred on October 15, 2007. The amounts in the table include
cash gross-up amounts to the extent required by an individual s agreement. To calculate the gross-up amounts for accelerated stock options
and time-vested restricted stock, the August 2007 semi-annual federal tax rates were applied. New, semi-annual federal tax rates are
expected to go into effect in October 2007. The application of those new rates may cause the amounts shown above to change. The
amounts in the table exclude the value of any continued health and insurance coverage or other non-cash severance benefits. The amounts
in the table also exclude the value of any unexercised stock options and/or unvested restricted stock units or restricted stock that would
accelerate and vest in the event of a termination of employment in connection with the merger. Such amounts are separately disclosed
above.
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Benefit Arrangements with the Surviving Corporation

Pursuant to the merger agreement, the parties have agreed that Parent will, or will cause the surviving corporation and its subsidiaries to, provide
all our employees employed at the effective time of the merger with base salary and wages and benefits for such a period (up to 18 months) after
the effective time of the merger as they may continue to be employed, in each case, that are no less favorable in the aggregate than the base
salary and wages and benefits (excluding equity-based compensation) that we provide to such employees immediately prior to the effective time
of the merger and honor all contracts and commitments, including the change in control agreements, severance plans and policies and
indemnification agreements adopted by our Board, that are applicable to any of our current or former employees or directors as in effect
immediately prior to the effective time of the merger.

From and after the effective time of the merger, Parent will, or will cause the surviving corporation to (i) provide service credit for our current
employees under any benefit plan maintained by Parent, the surviving corporation or any of their subsidiaries under which our current
employees may be eligible to participate to the same extent recognized under our comparable benefit plans immediately prior to the effective
time of the merger, provided that such service crediting does not result in any duplication of benefits, and (ii) provide credit for any
co-payments, deductibles and out-of-pocket expenses paid by a current employee under our comparable welfare benefit plans through the
effective time of the merger, and waive any limitations as to pre-existing, waiting period or actively-at-work conditions with respect to
participation and coverage requirements to the same extent waived under our comparable welfare benefit plans, with regard to any welfare
benefit plan maintained by Parent, the surviving corporation or any of their subsidiaries under which our current employees may be eligible to
participate.

Directors and Officers Indemnification and Insurance

Pursuant to the merger agreement, the articles of incorporation and bylaws of the surviving corporation and the comparable organizational
documents of its subsidiaries must contain provisions for a period of six years after the effective time of the merger, no less favorable with
respect to the indemnification, advancement of expenses and exculpation of former or present directors, officers, employees and agents than are
set forth in our articles of incorporation and bylaws.

Parent must, and will cause the surviving corporation to, indemnify and hold harmless, to the fullest extent permitted under applicable law, each
of our and our subsidiaries present and former directors and officers (which we refer to as an indemnified party) against any costs or expenses
(including attorney s fees and expenses), judgments, fines, inquiries, losses, claims, settlements, damages or liabilities incurred in connection
with any actual or threatened claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out
of or pertaining to (i) any and all matters pending, existing or occurring at or prior to the consummation of the merger, and (ii) the fact that such
person is or was an officer or director of us or our subsidiaries.

The merger agreement also provides that, at or prior to the effective time of the merger, we must purchase a six-year prepaid directors and
officers liability insurance policy that is no less favorable (with respect to amount, terms and conditions of coverage) than our and our
subsidiaries current directors and officers liability insurance policies in effect on July 16, 2007.

Arrangements with Parent

Pursuant to the merger agreement, prior to the effective time, Parent has agreed to designate two of Keystone s directors to serve on the board of
directors of Parent and to designate any or all of Keystone s remaining directors to serve on an advisory board to advise the board of directors of
Parent regarding transition issues for a three-year period following the effective time of the merger.
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Dissenters Rights

If certain conditions are met, our shareholders have the right under California law to dissent from the approval of the principal terms of the
merger agreement and the merger, to exercise appraisal rights and to receive payment in cash for the fair value of their shares of our common
stock determined in accordance with California law. The fair value of shares of our common stock, as determined in accordance with California
law, may be more or less than the merger consideration to be paid to non-dissenting shareholders in the merger. To preserve their rights,
shareholders who wish to exercise appraisal rights must not vote in favor of the approval of the principal terms of the merger agreement and the
merger and must follow specific procedures. Dissenting shareholders must precisely follow these specific procedures to exercise appraisal rights,
or their appraisal rights may be lost. These procedures are described in this proxy statement, and the provisions of California law that grant
appraisal rights and govern such procedures are attached as Annex C to this proxy statement. See Dissenters Appraisal Rights beginning on
page 25.

Delisting and Deregistration of Our Common Stock

If the merger is completed, our common stock will be delisted from NASDAQ and deregistered under the Securities Exchange Act of 1934, as
amended (the Exchange Act ), and we will no longer file periodic reports with the SEC on account of our common stock.

If the principal terms of the merger agreement and the merger are not approved by our shareholders or if the merger is not completed for any
other reason, our shareholders will not receive any payment for their shares in connection with the merger. Instead, we will remain an
independent public company and our common stock will continue to be listed and traded on NASDAQ.

Material U.S. Federal Income Tax Consequences

The following discussion describes the material U.S. federal income tax consequences of the merger to U.S. holders (as defined below) of our
common stock. This discussion is based upon the Internal Revenue Code of 1986, as amended (the Code ), the Treasury Regulations promulgated
thereunder (the Treasury Regulations ), judicial decisions, and published rulings and administrative pronouncements of the Internal Revenue
Service (the IRS ), all as in effect on the date of this proxy statement. These authorities may change at any time, possibly retroactively, and any
such change could affect the continuing validity of this discussion. We have not requested a ruling from the IRS with respect to the U.S. federal
income tax consequences described in this proxy statement and, accordingly, we cannot assure you that the IRS will not take a contrary position
regarding the tax consequences of the merger. The statements in this discussion are not binding on the IRS or any court and, accordingly, we
cannot assure you that the tax consequences described in this discussion will not be challenged by the IRS, or if challenged, will be sustained by
a court. This discussion does not address any tax consequences arising under the laws of any state, locality or foreign jurisdiction or the U.S.
federal estate or gift tax laws. Accordingly, this discussion is not a comprehensive description of all of the tax consequences that may be relevant
to any particular holder of our common stock.

This discussion assumes that holders hold shares of our common stock as capital assets within the meaning of Section 1221 of the Code and does
not address the tax consequences that may be relevant to a particular holder subject to special treatment under U.S. federal income tax law,
including but not limited to:

U.S. expatriates;

non-U.S. holders (as defined below);

banks or other financial institutions;

tax-exempt organizations;

tax-qualified retirement plans;
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regulated investment companies;

passive foreign investment companies;

insurance companies;

traders in securities that elect mark-to-market;

brokers or dealers in securities or foreign currencies;

persons subject to the alternative minimum tax;

persons who hold shares of our common stock as part of a hedge, straddle or other risk reduction strategy or as part of a conversion
transaction or other integrated investment; and

partnerships or other entities treated as partnerships for U.S. federal income tax purposes and partners in such partnerships.
This discussion does not address the U.S. federal income tax consequences of the merger to holders who acquired our common stock through
stock option or stock purchase plan programs or in other compensatory arrangements, nor does it address the receipt of cash in connection with
the cancellation of any stock options, restricted stock units, deferred stock and performance awards or other compensatory stock-based awards,
or any other matters relating to equity compensation or benefit plans. This discussion also does not address the U.S. federal income tax
consequences to holders who exercise statutory appraisal rights under California law.

As used in this discussion, a U.S. holder is any beneficial owner of our common stock who is treated for U.S. federal income tax purposes as:

an individual citizen or resident of the United States;

a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organized in or under the laws
of the United States, any state thereof or the District of Columbia;

an estate, the income of which is subject to U.S. federal income tax regardless of its source; or

a trust that (1) is subject to the primary supervision of a U.S. court and the control of one or more U.S. persons or (2) has validly
elected under the applicable Treasury Regulations to be treated as a U.S. person for U.S. federal income tax purposes.
A non-U.S. holder is a beneficial owner of our common stock other than a U.S. holder.

If a partnership (or other entity treated as a partnership for U.S. federal income tax purposes) holds our common stock, the tax treatment of its
partners will depend on a partner s status and the activities of the partnership. Partnerships and their partners should consult their tax advisors
regarding the particular U.S. federal income tax consequences to them of the merger.

Consequences of the Merger

The receipt of cash in exchange for shares of our common stock pursuant to the merger will be a taxable transaction for U.S. federal income tax
purposes. A U.S. holder who receives cash in exchange for our shares of common stock pursuant to the merger will recognize capital gain or
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loss for U.S. federal income tax purposes equal to the difference, if any, between the amount of cash received and the holder s adjusted tax basis
in the shares of our common stock exchanged for cash pursuant to the merger. Gain or loss recognized on a sale of our common stock must be
determined separately for each identifiable block of common stock (i.e., shares of common stock acquired at the same cost in a single
transaction). Any such gain or loss will be long-term capital gain or loss if the U.S. holder has held the common stock for more than one year as
of the effective date of the merger. Long-term capital gains of non-corporate U.S. holders will be subject to U.S. federal income tax at a
maximum rate of 15%. Capital gains of corporate U.S. holders will be subject to U.S. federal income tax at the regular tax rates applicable to
corporations. The deductibility of capital losses is subject to limitations.
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Information Reporting and Backup Withholding

Payments made to certain U.S. holders in the merger will be subject to information reporting and may be subject to backup withholding
(currently at a rate of 28%). Certain holders (including corporations) are not subject to backup withholding. To avoid backup withholding, U.S.
holders that do not otherwise establish an exemption should complete and return the substitute Form W-9 that each holder will receive with the
letter of transmittal following completion of the merger. The substitute Form W-9 will require a U.S. holder to provide its taxpayer identification
number and certify that such holder is a U.S. person, the taxpayer identification number provided is correct and that such holder is not subject to
backup withholding. A U.S. holder who fails to provide its correct taxpayer identification number or falsely certifies that it is not subject to
backup withholding may be subject to penalties imposed by the IRS. Backup withholding is not an additional tax. Taxpayers may use amounts
withheld as a credit against their U.S. federal income tax liability or may claim a refund of any excess amounts withheld by timely filing a claim
for refund with the IRS.

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE MAY NOT APPLY TO A PARTICULAR HOLDER
DEPENDING ON THE PARTICULAR HOLDER S PARTICULAR SITUATION. THIS DISCUSSION DOES NOT ADDRESS
EVERY U.S. FEDERAL INCOME TAX CONSIDERATION THAT MAY BE RELEVANT TO A PARTICULAR HOLDER OF OUR
COMMON STOCK. YOU SHOULD CONSULT YOUR TAX ADVISOR TO DETERMINE THE PARTICULAR TAX
CONSEQUENCES TO YOU, IN LIGHT OF YOUR PARTICULAR CIRCUMSTANCES, OF THE DISPOSITION OF OUR
COMMON STOCK PURSUANT TO THE MERGER, INCLUDING ANY TAX CONSEQUENCES ARISING UNDER ANY STATE,
LOCAL, FOREIGN OR OTHER TAX LAWS.

Regulatory Approvals

Under the merger agreement, we and the other parties to the merger agreement have agreed to use reasonable best efforts to complete the
transactions contemplated by the merger agreement as promptly as practicable, including obtaining all necessary governmental approvals. The
Hart-Scott-Rodino Act provides that transactions such as the merger may not be completed until certain information has been submitted to the
Federal Trade Commission and the Antitrust Division of the U.S. Department of Justice and certain waiting period requirements have been
satisfied. Parent and Keystone each filed notification reports with the Department of Justice and the Federal Trade Commission under the
Hart-Scott-Rodino Act on [®]. The statutory waiting period under the Hart-Scot-Rodino Act will expire on [®], 2007, unless Parent or Keystone
receive a second request for information or the waiting period is earlier terminated or extended.

Except as noted above with respect to the required filings under the Hart-Scott-Rodino Act, the filing of this proxy statement with the SEC, and
the filing of a certificate of merger in California at or before the effective date of the merger, we are unaware of any material federal, state or
foreign regulatory requirements or approvals required for the execution of the merger agreement or completion of the merger.

Litigation Concerning the Merger

On July 18, 2007, two putative class action lawsuits captioned Lynch v. Keystone Automotive Industries, Inc. (BC374399) and Shoys v.
Keystone Automotive Industries, Inc. (BC374480) were filed against Keystone and its directors in the Superior Court of the State of California,
County of Los Angeles in connection with Keystone s proposed merger with LKQ pursuant to the terms of the merger agreement between
Keystone and LKQ. The lawsuits, which purport to represent a class of all holders of Keystone s common stock, not including the individual
director defendants, contain identical allegations of self-dealing and breach of fiduciary duty and challenge the adequacy of the process
employed by Keystone and the share price to be paid to Keystone s shareholders in the merger. The lawsuits seek to enjoin the proposed merger
and request payment of attorneys fees. Keystone believes the lawsuits are without merit and intends to vigorously defend the actions.
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Rights Agreement

Keystone has in place a Rights Agreement which is designed to assure that all of Keystone s shareholders receive fair and equal treatment in the
event of any proposed takeover, and to guard against certain abusive takeover tactics. In connection with the approval, execution and delivery of
the merger agreement, Keystone s Board approved the Second Amendment to Rights Agreement on July 16, 2007. The Second Amendment
amends certain sections and definitions of the Rights Agreement thereby rendering the Rights Agreement inapplicable to the acquisition by LKQ
or Merger Sub of shares of Keystone common stock in connection with the merger.
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THE MERGER AGREEMENT

The merger agreement is the legal document that governs the merger. The following section describes the material provisions of the merger
agreement but may not contain all of the information about the merger agreement that is important to you. The merger agreement is included as
Annex A to this proxy statement and is incorporated into this proxy statement by reference. We encourage you to read the merger agreement in
its entirety. The merger agreement is a commercial document that establishes and governs the legal relations between us, Parent and Merger
Sub with respect to the transactions described in this proxy statement.

Effective Time

The effective time of the merger shall be the time that is specified in the certificate of merger that we will file with the Secretary of State of the
State of California on the closing date of the merger. The closing date will occur no later than the second business day after all of the conditions
to the merger set forth in the merger agreement have been satisfied or waived (or such other date as we, Parent and Merger Sub may agree).

Structure

Upon the terms and subject to the conditions of the merger agreement and in accordance with California law, at the effective time of the merger,
Merger Sub will be merged with and into us, the separate corporate existence of Merger Sub will cease and we will survive the merger as a
wholly owned subsidiary of Parent.

If the merger is completed, our common stock will be delisted from NASDAQ, deregistered under the Exchange Act and no longer be publicly
traded, and we will not file periodic reports with the SEC on account of our common stock. We will be a privately held corporation and our
current shareholders will cease to have any ownership interest in us or rights as our shareholders. Therefore, our current shareholders will not
participate in our future earnings or growth and will not benefit from any future appreciation in our value.

Treatment of Stock and Options
Common Stock

At the effective time of the merger, each share of our common stock issued and outstanding immediately prior to the effective time of the merger
will automatically be cancelled and will cease to exist and will be converted into the right to receive $48.00 in cash, without interest, other than
shares of our common stock:

held in our treasury immediately prior to the effective time of the merger, which shares will be canceled without conversion or
consideration;

held by any of Parent, Merger Sub, any subsidiary of Parent or Merger Sub or any of our subsidiaries immediately prior to the
effective time of the merger, which shares will be canceled without conversion or consideration; and

held by shareholders who have properly demanded and perfected their appraisal rights in accordance with California law, which
shares shall be entitled to payment of the fair market value of such shares in accordance with California law.
From and after the effective time of the merger, each stock certificate or book-entry representing shares of our common stock will represent only
the right to receive the merger consideration of $48.00 in cash per share, without any interest. The merger consideration paid upon surrender of
each stock certificate or book-entry shares will be paid in full satisfaction of all rights pertaining to the shares of our common stock formerly
represented by each such stock certificate or book-entry.
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Stock Options and Other Awards

At the effective time of the merger, each outstanding option to purchase shares of our common stock, whether or not then exercisable or vested,
will become fully vested and will be deemed to have been exercised, cancelled and converted into the right to receive a cash payment, without
interest, equal to the number of shares of our common stock subject to such option multiplied by the excess, if any, of $48.00 over the per share
exercise price of the common stock subject to such option.

Additionally, all other stock-based rights or awards granted under our stock plans or under any individual consultant, employee or director
agreement, including all shares of restricted stock, restricted stock units, deferred stock and performance awards, whether or not then vested, will
vest at the effective time of the merger on the terms set forth in the applicable stock plan and related agreements, and the holder of such
stock-based award will be entitled to receive a cash payment, without interest, equal to the number of outstanding shares subject to such stock
based award multiplied by $48.00. The balance of any performance shares granted in 2006 which have not yet vested on the closing date after
giving effect to the pro-ration language set forth in the 2006 Performance Share Award Agreement for such grants will not vest and will be
cancelled.

Exchange and Payment Procedures

Prior to the effective time of the merger, Parent will deposit, or will cause to be deposited, with a bank or trust company mutually satisfactory to

us and Parent (the paying agent ) cash in an amount sufficient to pay the merger consideration due to each holder of shares of our common stock.
Within two business days after the effective time of the merger, the surviving corporation will cause the paying agent to mail a letter of

transmittal and instructions to you and the other shareholders. The letter of transmittal and instructions will explain how to surrender your

common stock certificates or book entry shares you may hold in exchange for the merger consideration to which you are entitled.

You should not return your stock certificates with the enclosed proxy card, and you should not forward your stock certificates to the
paying agent until after the merger and without a properly completed and signed letter of transmittal.

You will not be entitled to receive the merger consideration until you surrender your stock certificate or certificates to the paying agent (or, in
the case of book-entry shares, upon adherence to the instructions in the letter of transmittal), together with a properly completed and signed letter
of transmittal and any other documents as may reasonably be required by the paying agent. The merger consideration may be paid to a person
other than the person in whose name the corresponding certificate is registered if the certificate is presented to the paying agent (or, in the case
of book-entry shares, upon adherence to the instructions in the letter of transmittal), accompanied by all documents required to effect such
transfer and by evidence that any applicable stock transfer taxes have been paid.

No interest will be paid or will accrue on the cash payable upon surrender of the certificates (or book-entry shares). Each of the surviving
corporation, Parent and the paying agent will be entitled to deduct and withhold from the consideration payable under the merger agreement
such amounts as it is required to deduct and withhold with respect to the payment of such consideration under any applicable tax laws. To the
extent such withheld amounts are withheld and paid to the appropriate tax authorities, such amounts will be treated for all purposes under the
merger agreement as having been paid to the holders of our common stock, options or stock-based awards in respect of whom such deduction
was made.

At the effective time of the merger, our stock transfer books will be closed and there will be no further registration of transfers of outstanding
shares of our common stock. If, after the close of business on the day on which the effective time of the merger occurs, certificates are presented
to the surviving corporation, paying agent or Parent for transfer or any other reason, they will be cancelled and exchanged for the merger
consideration.
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None of Parent, Keystone or the surviving corporation will be liable to any shareholder entitled to any cash delivered to a public official
pursuant to any applicable abandoned property, escheat or similar law. Any portion of the merger consideration deposited with the paying agent
that remains undistributed to the shareholders for 12 months after the effective time of the merger will be delivered to the surviving corporation
upon demand, and any shareholders who have not complied with the exchange procedures thereafter may look only to the surviving corporation
for payment of their claim for the merger consideration, without any interest thereon.

The letter of transmittal and instructions will tell you what to do if you have lost your certificate, or if it has been stolen or destroyed. You will
have to provide an affidavit of that fact and, if required by Parent, post a bond in an amount that Parent directs as indemnity against any claim
that may be made with respect of the missing certificate.

Representations and Warranties

The merger agreement contains representations and warranties by each of the parties to the merger agreement. The representations and
warranties made by us, Parent and Merger Sub are qualified and subject to important limitations agreed to by us, Parent and Merger Sub in
connection with negotiating the terms of the merger agreement. Furthermore, the representations and warranties were made as of specific dates
and in some cases may be subject to important exceptions, limitations and supplemental information contained in the confidential disclosure
schedules we provided to Parent and Merger Sub in connection with the signing of the merger agreement and may be additionally subject to
standards of materiality applicable to us, Parent and Merger Sub that may be different from those that are applicable to you or generally
applicable under federal securities laws. In addition, the representations and warranties may have been included in the merger agreement for the
purpose of allocating risk between us, Parent and Merger Sub, rather than to establish matters as facts. While we do not believe that the
disclosure schedules contain information that securities laws require us to disclose, other than information that has already been so disclosed, the
disclosure schedules contain information that may modify, qualify or create exceptions to the representations and warranties set forth in the
merger agreement. The disclosure schedules contain certain information that has been included in our prior public disclosures and may contain
additional non-public information. Information concerning the subject matter of our representations and warranties may have changed since the
date of the merger agreement, and subsequent information may or may not be fully reflected in our public disclosures, except to the extent
required by law. The representations and warranties in the merger agreement and the description of them in this document should be read in
conjunction with the other information contained in our reports, statements and filings publicly filed with the Securities and Exchange
Commission.

We make various representations and warranties in the merger agreement, including with respect to, among other things:

organization, standing and qualification to do business;

our capital structure;

our subsidiaries and our equity interests in them;

our authority to enter into and consummate the transactions contemplated by the merger agreement;

consents and approvals required for the transactions contemplated by the merger agreement;

compliance with applicable laws;

reports filed with the SEC, our financial statements, the absence of material undisclosed liabilities and our internal controls;

affiliate transactions;
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the absence of a Company material adverse effect from March 31, 2007 to the date of the merger agreement;
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matters relating to employee benefit plans and labor and employment matters;

our material contracts and indebtedness;

the absence of litigation;

environmental matters;

intellectual property matters;

tax matters;

insurance matters;

real estate matters;

the accuracy of information included in this proxy statement;

the fairness opinion of JPMorgan;

the absence of undisclosed brokers fees; and

our rights agreement.
Many of our representations and warranties are qualified by a material adverse effect standard. For the purposes of the merger agreement, a
Company material adverse effect means any event, change, circumstance, trend or occurrence that has a material adverse effect on the business,
results of operations or financial condition of Keystone and our subsidiaries, taken as a whole. However, the following items do not constitute
and are not taken into account in determining whether a Company material adverse effect has occurred or is likely or expected to occur:

any change in the price or trading volume of our common stock, but not the underlying cause of such change;

the negotiation, execution, delivery, public announcement or the pendency of the merger agreement or any of the transactions
contemplated by the merger agreement or any actions taken in compliance with the merger agreement or with the consent of Parent,
including the impact on our or our subsidiaries relationships with customers, suppliers, distributors, consultants, employees,
insurance companies or independent contractors or certain other third parties;

any event, occurrence or circumstance related to us, any of our subsidiaries or any of our respective businesses set forth in our
disclosure schedules;
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any failure by us to meet any budgets, Wall Street expectations, or to meet or exceed any projections or forecasts for any period, but
not the underlying causes of such failure;

any change in any analyst s recommendations, any credit rating or any other recommendations or ratings as to us or any of our
subsidiaries, but not the underlying cause of such change;

changes or developments generally affecting any segment of the industries in which we or our subsidiaries operate, affecting the
automotive or automotive replacement parts industries generally, except to the extent that any such change or development
disproportionately affects us and our subsidiaries, taken as a whole, relative to other companies that operate in our industry;

changes or developments affecting the economy or financial markets generally except to the extent that any such change or
development disproportionately affects us and our subsidiaries, taken as a whole, relative to other companies that operate in our
industry;

changes in law or U.S. generally accepted accounting principles (or any interpretation thereof);

acts of God, calamities, national or international political or social conditions including the engagement by any country in hostilities
or the occurrence of any military or terrorist attack;
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certain actions taken or required to be taken by us or any of our subsidiaries in order to obtain any approval or authorization for the
consummation of the merger under antitrust or competition laws; or

any changes or effects arising out of or resulting from any legal claims or other proceedings made by any of our shareholders arising
out of or related to the merger agreement, the merger or any of the transactions contemplated by the merger agreement, other than
such claims or proceedings by or at the behest of any of our executive officers or directors or any affiliate, agent or representative
thereof that did not arise out of or result from any action taken by Parent, any of its subsidiaries or any of its representatives.
The merger agreement also contains various representations and warranties made to us by Parent and Merger Sub, including with respect to,
among other things:

their organization, standing and qualification to do business;

their authority to enter into and consummate the transactions contemplated by the merger agreement;

consents and approvals that need to be obtained in connection with the transactions contemplated by the merger agreement;

the absence of orders restraining, enjoining or prohibiting the merger;

Parent s ownership of Merger Sub and the absence of any liabilities or agreements or prior business activities of Merger Sub;

financing;

the absence of any required shareholder votes (other than the vote of Parent as the sole shareholder of Merger Sub, which has already
been received) to approve the merger agreement;

the absence of undisclosed brokers fees;

the accuracy of information supplied for inclusion or incorporation by reference in this proxy statement; and

Parent s access to information.
The representations and warranties of each of the parties to the merger agreement will expire upon the effective time of the merger.

Conduct of Our Business Pending the Merger

Under the merger agreement, we have agreed that, between July 16, 2007 and the effective time of the merger, we will, and will cause each of
our subsidiaries to, conduct business in the ordinary course of business consistent with past practice, subject to certain exceptions or unless
Parent gives its prior written consent, and we will not take or permit the following actions:

amend or otherwise change any material provision of our articles of incorporation or bylaws or the governing documents of our
subsidiaries;
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issue, deliver, sell, pledge or encumber, authorize, propose or agree to issue, deliver, sell, pledge or encumber, any shares of our or
any of our subsidiaries capital stock or any securities convertible into or exchangeable for, or options, warrants, calls or
commitments or rights of any kind to acquire, any shares of our or our subsidiaries capital stock (except pursuant to the requirements
of existing contracts or our benefit plans or pursuant to the vesting and/or exercise of stock options, stock-based awards, warrants,
conversion rights and certain other contractual rights existing or outstanding as of July 16, 2007);
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declare, set aside, make or pay any dividend or other distribution with respect to any of our capital stock (other than dividends by our
subsidiaries to us or one of our wholly-owned subsidiaries);

reclassify, combine, split, subdivide or redeem, purchase or otherwise acquire any of our capital stock other than pursuant to the
exercise of stock options, stock-based awards, warrants, conversion rights, employee severance, retention, termination, change in
control and other contractual rights in existence as of July 16, 2007 or permitted by the merger agreement to be granted or issued
after that date;

acquire (including by merger, consolidation, or acquisition of stock or assets) or make an investment in any equity interests in any
person or entity, or any assets, loans or debt securities of another person or entity;

incur any indebtedness for borrowed money or issue any debt securities or assume, guarantee or endorse, or otherwise as an
accommodation become responsible for, the indebtedness of any person or entity (other than our wholly-owned subsidiaries) for
borrowed money, except for indebtedness not in excess of $5 million in the aggregate for Keystone and Keystone subsidiaries taken
as a whole which includes indebtedness under our existing credit facilities in the ordinary course of business, indebtedness owing by
any of our wholly-owned subsidiaries to us or another wholly-owned subsidiary, indebtedness incurred to refinance any existing
indebtedness in an amount not to exceed and on terms no less favorable than such existing indebtedness, and ordinary advances to
employees for expenses;

grant any lien in any of our material assets to secure any indebtedness for borrowed money except in connection with the
indebtedness we our allowed to incur;

enter into any new line of business outside of our existing business segments that is material to us or our subsidiaries taken as a
whole;

adopt or amend any of our material benefit plans, increase in any material manner the compensation or fringe benefits of any
director, officer or employee or pay any material benefit not provided for in any existing benefit plan, other than (1) as reasonably
necessary to comply with applicable law, (2) in the ordinary course of business, (3) in connection with entering into or extending any
offer letters or employment or other compensatory agreements in the ordinary course of business consistent with past practice with
any person (excluding executive officers or directors), (4) in connection with entering into any retention agreements or programs
determined by our Board to be reasonably necessary in order to maintain our business operations prior to, and extending through, the
effective time of the merger for the benefit of individuals other than executive officers and not in excess of $2 million in the
aggregate, (5) general salary increases in the ordinary course of business, (6) the termination or amendment of any benefit plan that
may be subject to section 409A of the Internal Revenue Code and any guidance issued thereunder and (7) that do not materially
increase the cost to us or any of our subsidiaries of maintaining such benefit plan;

pay, discharge, settle or satisfy any material claims, liabilities or obligations, other than the performance of contractual obligations,
payments, discharges, settlements or satisfactions in the ordinary course of business, payments, discharges, settlements or
satisfactions in accordance with their terms or claims, liabilities or obligations that have been disclosed in the most recent financial
statements filed with the SEC prior to July 16, 2007 or contemplated by documents made available to Parent prior to July 16, 2007 or
incurred since the date of such financial statements in the ordinary course of business;

adopt or enter into a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization or other
reorganization (other than the merger or among our wholly-owned subsidiaries); or

knowingly commit or agree to do any of the foregoing which would reasonably be expected to result in any of the closing conditions
to the merger not to be satisfied.
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Shareholders Meeting

The merger agreement requires us to call and hold a meeting of our shareholders to vote on the approval of the principal terms of the merger
agreement and the merger as promptly as reasonably practicable after this proxy statement is cleared by the SEC.

No Solicitation of Transactions

We have agreed that we will not, and will cause our subsidiaries and instruct our and our subsidiaries representatives not to:

directly or indirectly initiate, solicit or knowingly encourage any takeover proposal;

enter into any agreement or agreement in principle with respect to a takeover proposal; or

engage in any negotiations or discussions regarding, or provide any information to any third party, with respect to a takeover
proposal.
In addition, we have agreed to, and to cause our subsidiaries and instruct our and our subsidiaries representatives to, immediately cease any
discussions or negotiations existing on July 16, 2007 with any person or entity with respect to any takeover proposal.

For purposes of the merger agreement, a takeover proposal means any inquiry, proposal or offer from a third party relating to, in a single
transaction or series of related transactions:

a merger, reorganization, consolidation, share exchange, business combination, recapitalization, liquidation, dissolution or similar
transaction involving a direct or indirect acquisition of Keystone (or any of our subsidiaries whose business constitutes 20% or more
of the net revenues, net income or assets (based on fair market value) of Keystone and our subsidiaries, taken as a whole); or

the acquisition (including by way of tender or exchange offer) in any manner, directly or indirectly, of over 20% of our common
stock then outstanding or 20% of the consolidated total assets (based on fair market value) of Keystone and our subsidiaries.
We have agreed that if we receive any bona fide takeover proposal we will promptly (and in any event within twenty-four hours) advise Parent
of our receipt of such takeover proposal and the material terms of such takeover proposal and keep Parent promptly informed of its status,
including any change to the material terms of any takeover proposal.

However, in response to a bona fide takeover proposal received by us after July 16, 2007 that was not solicited in violation of the
non-solicitation obligations described above and that our Board determines in good faith (after consultation with outside legal counsel and
financial advisors) constitutes, or could reasonably be expected to lead to, a superior proposal, we may, subject to compliance with the
provisions in the merger agreement relating to takeover proposals, prior to obtaining the requisite vote of our shareholders at the special meeting
and only after giving Parent written notice of our intention to do so:

provide access to our and our subsidiaries properties, contracts, personnel, books and records and furnish information, data and/or
draft agreements with respect to us and our subsidiaries to the person or entity making the takeover proposal and its representatives
to the extent Parent, Merger Sub or their representatives had the right to such access, so long as we enter into a customary
confidentiality agreement with such person or entity; and

participate in discussions or negotiations with such person or entity and its representatives.
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In addition, if our Board has determined in good faith (after consultation with its outside legal counsel) that the failure to take any of the
following actions would be inconsistent with its fiduciary duties to our shareholders under applicable law, our Board may:

withdraw, not continue to make or modify or publicly propose to withdraw, not continue to make or modify, its recommendation to
our shareholders to vote in favor of the approval of the merger agreement (so long as we have given Parent prior notice);

approve, recommend or adopt, or publicly propose to approve, recommend or adopt, a superior proposal so long as we have given
Parent two days prior written notice, our Board considers in good faith (after consultation with its outside legal counsel and financial
advisors) any written proposals by Parent to revise the merger agreement and shall not have determined in good faith (after
consultation with its outside counsel and financial advisors) that the superior proposal would no longer constitute a superior proposal
after giving effect to the proposed changes and we have complied in an all material respects with the provisions in the merger
agreement relating to takeover proposals; or

enter into an agreement regarding a superior proposal so long as we have given Parent two days prior written notice, our Board
considers in good faith (after consultation with its outside legal counsel and financial advisors) any written proposals by Parent to
revise the merger agreement and shall not have determined in good faith (after consultation with its outside counsel and financial
advisors) that the superior proposal would no longer constitute a superior proposal after giving effect to the proposed changes, we
have complied in an all material respects with the provisions in the merger agreement relating to takeover proposals, and we have
terminated the merger agreement and paid to Parent any termination fee and expenses required to be paid pursuant to the merger
agreement.
For purposes of the merger agreement, a superior proposal means a bona fide takeover proposal (for this purpose, substituting 50% for each
reference to  20% in the prior definition of takeover proposal ) which our Board determines in good faith (after consultation with its outside legal
counsel and financial advisors) is reasonably likely to be consummated and, if consummated, would result in a transaction more favorable to our
shareholders than the transactions provided for in the merger agreement, taking into account, in the reasonable good faith judgment of our board
after consultation with its legal and financial advisors, such factors as our board deems appropriate, including the person or entity making the
takeover proposal and the legal, financial, regulatory, fiduciary and other aspects of the merger agreement and the takeover proposal, including
any conditions relating to financing, regulatory approvals or other events or circumstances (and, for the avoidance of doubt, a superior proposal
may be a transaction where the consideration per share to be received by our shareholders is comprised of cash and/or other property or
securities).

Notwithstanding anything to the contrary in the merger agreement, neither we nor our Board are prohibited from:

taking and/or disclosing to our shareholders a position with respect to a tender offer by a third party pursuant to Rules 14d-9 and
14e-2 promulgated under the Exchange Act; or

making any disclosure to our shareholders if, in the good faith judgment of our board, such disclosure would be reasonably necessary
under applicable law.
Employee Matters

The parties have agreed that Parent will, or will cause the surviving corporation and its subsidiaries to:

provide all our employees employed at the effective time of the merger with base salary and wages and benefits for such period (up
to 18 months) after the effective time of the merger as they may continue to be employed, in each case, that are no less favorable in
the aggregate than those that we provide (excluding equity-based compensation) as of immediately prior to the effective time of the
merger; and
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honor all contracts and commitments, including the change in control agreements, severance plans and policies and indemnification

agreements adopted by our Board, that are applicable to any of our current or former employees or directors as in effect immediately

prior to the effective time of the merger.
From and after the effective time of the merger, Parent will, or will cause the surviving corporation to (i) provide service credit for our current
employees under any benefit plan maintained by Parent, the surviving corporation or any of their subsidiaries under which our current
employees may be eligible to participate to the same extent recognized under our comparable benefit plans immediately prior to the effective
time of the merger, provided that such service crediting does not result in any duplication of benefits, and (ii) provide credit for any
co-payments, deductibles and out-of-pocket expenses paid by a current employee under our comparable welfare benefit plans through the
effective time of the merger, and waive any limitations as to pre-existing, waiting period or actively-at-work conditions with respect to
participation and coverage requirements to the same extent waived under our comparable welfare benefit plans, with regard to any welfare
benefit plan maintained by Parent, the surviving corporation or any of their subsidiaries under which our current employees may be eligible to
participate.

Directors and Officers Indemnification and Insurance

Under the merger agreement, the articles of incorporation and bylaws of the surviving corporation and the comparable organizational documents
of its subsidiaries must contain provisions for a period of six years after the effective time of the merger, no less favorable with respect to the
indemnification, advancement of expenses and exculpation of former or present directors, officers, employees and agents than are set forth in
our articles of incorporation and bylaws and in effect as of July 16, 2007.

Parent must, and will cause the surviving corporation to, indemnify and hold harmless, to the fullest extent permitted under applicable law, each
of our and our subsidiaries present and former directors and officers (which we refer to as an indemnified party) against any costs or expenses
(including attorneys fees and expenses), judgments, fines, inquiries, losses, claims, settlements, damages or liabilities incurred in connection
with any actual or threatened claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out
of or pertaining to (i) any and all matters pending, existing or occurring at or prior to the consummation of the merger, and (ii) the fact that such
person is or was an officer or director of us or our subsidiaries.

The merger agreement also provides that, at or prior to the effective time of the merger, we must purchase a six year prepaid directors and
officers liability insurance policy that is no less favorable (in terms of amount, terms and conditions of coverage) than our and our subsidiaries
current directors and officers liability insurance policies in effect on July 16, 2007.

Agreement to Take Further Action and to Use Reasonable Best Efforts

Each of the parties to the merger agreement has agreed to use its reasonable best efforts to do all things necessary, proper or advisable to
consummate the merger and the other transactions contemplated by the merger agreement, including, to make necessary filings and obtain
necessary governmental consents and approvals, including those required under the Hart-Scott-Rodino Act, to cause all closing conditions to be
satisfied as soon as practicable, to defend any lawsuit challenging the merger and the other transactions contemplated by the merger agreement
and to execute and deliver any additional instruments necessary to consummate the merger. However, the parties are not required to agree to or
take any action that would result in any burdensome condition as such term is defined in the merger agreement.
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Financing; Cooperation of Keystone

Parent and Merger Sub have agreed to use, and to cause their respective representatives to use, reasonable best efforts to take, or cause to be
taken, all actions and to do, or cause to be done, all things necessary, proper or advisable to arrange the debt financing upon the terms and
subject to the conditions described in the debt commitment letter (or any alternative financing), including:

obtaining rating agency approvals;

maintaining the debt commitment letter in effect and satisfying on a timely basis all conditions applicable to Parent and Merger Sub
set forth in the debt commitment letter; and

negotiating and entering into the definitive agreements with respect to the debt financing upon the terms and subject to the conditions
contained in the debt commitment letter (or, in the case of an alternative financing, satisfying all commitments applicable to Parent
and Merger Sub in such definitive agreements that are within their control and, if necessary, borrowing pursuant to the debt
commitment letter in the event any flex provisions are exercised).
Parent is required to promptly notify our Board of any known material breach or termination of the debt commitment letter or any other
circumstance that would reasonably be likely to prevent, delay or impede the consummation of the financing. In the event all or any portion of
the financing becomes unavailable upon the terms and subject to the conditions set forth in the debt commitment letter, Parent is required to use
its reasonable best efforts to arrange, as promptly as reasonably practicable and after giving us prior written notice, alternative financing
sufficient to consummate the transactions contemplated by the merger agreement from alternative sources on terms that are not less beneficial to
Parent and Merger Sub and that would not reasonably be expected to prevent, delay or impede the consummation of any remaining financing
contemplated by the debt commitment letter or the transactions contemplated by the merger agreement. If the financing set forth in the debt
commitment letter has not or cannot be obtained, Parent and Merger Sub will still be obligated to consummate the merger if the mutual closing
conditions and the conditions to the obligation of Parent and Merger Sub to effect the merger are satisfied or waived.

Parent is also required to keep our Board reasonably informed of the status of its efforts to comply with the terms of, and satisfy the conditions
contemplated by, the debt financing. In addition, without the written consent of our Board, Parent may not, and may not permit Merger Sub to,
agree or permit any amendment, supplement or other modification to be made to, or any waiver of any provision or remedy under, the debt
commitment letter unless such amendment, supplement or other modification could not reasonably be expected to impair, delay or prevent the
consummation of the financing.

We have agreed to, and have agreed to cause our subsidiaries to, use reasonable best efforts to cooperate as may be reasonably requested by
Parent in connection with obtaining the debt financing set forth in the debt commitment letter (or an alternative financing), as long as such
cooperation does not significantly interfere with our or our subsidiaries ongoing operations. Such cooperation includes:

participating in meetings, presentations, due diligence sessions and rating agency sessions;

assisting with the preparation of rating agency presentations, confidential information memoranda and other marketing documents;

facilitating the pledging of collateral and execution and delivery of definitive financing documents and other documents
contemplated by the debt commitment letter; and

using our reasonable best efforts to obtain customary legal opinions and other customary documentation and items contemplated by
the debt commitment letter.
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However, in connection with such cooperation:

none of our and our subsidiaries officers, directors or employees will be required to execute any documents, including any
registration statement filed with the SEC, any pledge or security documents or any other definitive financing documents prior to the
effective time of the merger;

neither we nor any of our subsidiaries will be required to pay any commitment or other similar fee or incur any other liability in
connection with the financing contemplated by the debt commitment letter prior to the effective time of the merger;

neither we nor our subsidiaries will be required to issue any private placement memoranda or prospectus (and no such private
placement memoranda or prospectus shall reflect us or any of our subsidiaries as the issuer for any time prior to the effective time of
the merger); and

neither we nor our subsidiaries will be required to indemnify any person or entity in connection with the financing contemplated by
the debt commitment letter.
Parent has agreed, promptly upon our request, to reimburse us for all reasonable out-of-pocket costs incurred by us or our subsidiaries in
connection with our cooperation. Parent and Merger Sub have agreed, on a joint and several basis, to indemnify and hold harmless us, our
subsidiaries and our and our subsidiaries representatives from and against all liabilities, losses, damages and claims suffered or incurred by any
of us in connection with the arrangement of the debt financing or any information used in connection therewith, except in the case of fraud or
willful misconduct.

Parent s Board

Prior to the effective time, Parent has agreed to designate two of Keystone s directors to serve on the board of directors of Parent and shall
designate any or all of Keystone s remaining directors to serve on an advisory board for a three year period following the effective time of the
merger to advise the board of directors of Parent regarding transition issues.

Conditions to the Merger

The respective obligations of the parties to effect the merger are subject to the satisfaction or waiver of the following mutual conditions at or
prior to the effective time of the merger:

the principal terms of the merger agreement and the merger have been approved by our shareholders;

all filings and waiting periods (and any extension thereof) applicable to the consummation of the merger under the
Hart-Scott-Rodino Act have expired or been terminated; and

no law or order issued by any court or other governmental entity is in effect preventing the consummation of the merger or any other
transaction contemplated by the merger agreement (but no party may assert that this closing condition has not been satisfied unless
such party has used its reasonable best efforts to resist, appeal, obtain consent under, resolve or lift, as applicable, such law or order
and has otherwise complied with certain provisions of the merger agreement).
The obligations of Parent and Merger Sub to effect the merger are further subject to the satisfaction of the following conditions at or prior to the
effective time of the merger, any one of which may be waived by Parent:
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our representations and warranties set forth in the merger agreement (not including any exception in such representations and
warranties relating to materiality or a Company material adverse effect) must be true and correct as of the closing date as if made at
and as of such date (except for those representations and warranties which address matters only as of an earlier date, which must
have been true and correct as of such earlier date), except where such failure to be true and correct would not reasonably be expected
to have, individually or in the aggregate, a Company material adverse effect;
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we must have performed or complied in all material respects with all material agreements and covenants required by the merger
agreement to be performed or complied with by us at or prior to the closing date; and

Parent must have received a certificate of one of our officers confirming the satisfaction of the foregoing conditions relating to
representations, warranties, agreements and covenants.
Our obligation to effect the merger is further subject to the satisfaction of the following conditions at or prior to the effective time of the merger,
any one of which may be waived by us:

the representations and warranties of Parent and Merger Sub set forth in the merger agreement (disregarding any exception in such
representations and warranties relating to materiality) must be true and correct as of the closing date as if made at and as of such date
(except for those representations and warranties which address matters only as of an earlier date which shall have been true and
correct as of such earlier date), except where such failures to be true and correct do not have, individually or in the aggregate, a
material adverse effect on the ability of Parent or Merger Sub to perform its obligations under the merger agreement or would not
prevent or materially delay, impede, interfere with, or hinder the consummation of the merger;

Parent and Merger Sub must have performed or complied in all material respects with all material agreements and covenants required
by the merger agreement to be performed or complied with by them on or prior to the closing date;

we must have received a certificate of an officer of Parent confirming the satisfaction of the foregoing conditions relating to
representations, warranties, agreements and covenants; and

Parent must make the payments of the merger consideration required to be made under the merger agreement.
None of us, Parent or Merger Sub may rely on the failure of any condition to be satisfied if such failure was caused by such party s failure to act
in good faith to perform any of its obligations under the merger agreement or use its reasonable best efforts to consummate the transactions
contemplated in the merger agreement.

Termination

The merger agreement may be terminated, whether before or after our shareholders have approved the principal terms of the merger agreement
and the merger, at any time prior to the effective time of the merger in the following circumstances:

by mutual written consent of us and Parent;

by either us or Parent, if:

the shareholder approval is not obtained at our shareholders meeting or any adjournment thereof at which the merger
agreement has been voted on; provided that this termination right will not be available to us if we have not complied in all
material respects with the requirements in the merger agreement relating to takeover proposals;

the merger has not been consummated by January 16, 2008, unless all the closing conditions have been met except for those
relating to the filing and waiting period under the Hart-Scott-Rodino Act, the delivery of certain officer s closing certificates,
the accuracy of certain representations and the payment of the merger consideration, in which case the January 16, 2008 date
will be automatically extended to April 16, 2008, but such right to terminate the merger agreement will not be available to
any party whose failure to fulfill any obligation under the merger agreement has been the cause of, or resulted in, the failure
of the consummation of the merger to occur by January 16, 2008 or April 16, 2008, as applicable; or
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any law prohibits or makes illegal the consummation of the merger or any governmental entity issues an order enjoining us,
Parent or Merger Sub from consummating the merger and such order has become final and non-appealable, but such right to
terminate the merger agreement will not be available to any party who has not used its reasonable best efforts to resist, appeal,
obtain consent under, resolve or lift such law or order or not used reasonable best efforts to consummate the transaction or
whose breach of any provision of the merger agreement has been the cause of, or resulted in, the imposition of such order or
the failure of such order to be resisted, resolved or lifted;

by us, if:

Parent or Merger Sub breaches any of the representations, warranties, covenants or agreements contained in the merger
agreement that would give rise to the failure of certain conditions to closing and such breach (if curable) has not been cured
prior to the earlier of January 16, 2008 (or April 16, 2008, if applicable) and 30 business days after Parent or Merger Sub
receives notice of such breach from us, but this right will not be available to us if we are in material breach of any of our
covenants or agreements in the merger agreement or there exists a breach by us of any of our representations or warranties
such that certain conditions to closing would not be able to be satisfied if the closing date were at the time of such
termination; or

prior to the receipt of our shareholder approval of the principal terms of the merger agreement and the merger, we receive a
superior proposal and our Board determines in good faith (after consulting with outside legal counsel) that the failure to
accept such superior proposal is reasonably likely to be inconsistent with its fiduciary duties to our shareholders, as long as
we have complied in all material respects with the requirements in the merger agreement relating to takeover proposals and
we pay the termination fee of $30 million plus up to $1.4 million in Parent s out-of-pocket costs and expenses incurred in
connection with the merger agreement to Parent;

by Parent, if:

we breach any of the representations, warranties, covenants or agreements contained in the merger agreement that would give
rise to the failure of certain conditions to closing and such breach (if curable) has not been cured prior to the earlier of
January 16, 2008 (or April 16, 2008, if applicable) and 30 business days after we receive notice of such breach from Parent,
but this right will not be available to Parent if Parent or Merger Sub are in material breach of any of their covenants or
agreements in the merger agreement or if there exists a breach by Parent or Merger Sub of certain of their representations or
warranties such that certain conditions to closing would not be able to be satisfied if the closing date were at the time of such
termination; or

if prior to the obtaining of shareholder approval, our Board withdraws or modifies its recommendation to our shareholders to
vote in favor of approving the merger agreement, we fail to include in this proxy our recommendation to our shareholders to
vote in favor of the merger agreement, or our Board approves, recommends or adopts, or publicly proposes to approve,
recommend or adopt, a takeover proposal or approves or recommends that our shareholders tender their shares in any tender
offer or exchange offer that is a takeover proposal.
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Fees and Expenses
Payable by Keystone

If the merger agreement is terminated under certain conditions described below, we must pay to Parent a termination fee of $30 million plus up
to $1.4 million of Parent s out-of-pocket costs and expenses incurred in connection with the merger agreement.

We must pay the termination fee to Parent if neither Parent nor Merger Sub is in material default under the merger agreement at the time of
termination and:

prior to shareholder approval of the merger agreement, we terminate the merger agreement because we receive a superior
proposal and our Board determines in good faith (after consultation with its outside legal counsel) that the failure to accept
such superior proposal is reasonably likely to be inconsistent with its fiduciary duties to our shareholders under applicable
law, and we have complied in all material respects with the requirements in the merger agreement relating to takeover
proposals;

Parent terminates the merger agreement because, prior to obtaining shareholder approval for the merger agreement, our Board
withdraws or modifies its recommendation to our shareholders to vote in favor of approving the merger agreement, we fail to
include in this proxy statement our recommendation to our shareholders to vote in favor of approving the merger agreement,
or our Board approves, recommends or adopts, or publicly proposes to approve, recommend or adopt, a takeover proposal or
approves or recommends that our shareholders tender their shares in any tender offer or exchange offer that is a takeover
proposal; or

the merger agreement is terminated because the shareholder approval is not obtained at our shareholders meeting

or any adjournment thereof at which the merger agreement has been voted on, prior to the date of such

termination, a third party has publicly made a bona fide takeover proposal that has not been retracted or rescinded

prior to such termination, and within 12 months of such termination, a takeover proposal is consummated.
For purposes of determining whether a termination fee is payable by us, a takeover proposal means any inquiry, proposal or offer from a third
party relating to, in a single transaction or series of transactions:

a merger, reorganization, consolidation, share exchange, business combination, recapitalization, liquidation, dissolution or similar
transaction involving a direct or indirect acquisition of Keystone (or any of our subsidiaries whose business constitutes 50% or more
of the net revenues, net income or assets (based on fair market value) of Keystone and our subsidiaries, taken as a whole); or

the acquisition (including by way of tender or exchange offer) in any manner, di