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Date:  June 2, 2005

MANAGEMENT'S DISCUSSION & ANALYSIS

The following discussion and analysis is management's assessment of the results and financial condition of Almaden
Minerals Ltd. (the "Company" or "Almaden") for the three months ended March 31, 2005 and should be read in
conjunction with the audited consolidated financial statements for the year ended December 31, 2004 and related
notes contained in the annual report. The date of this management's discussion and analysis is May 12, 2005.
Additional information on the Company is available on SEDAR at www.sedar.com and on the Company's website at
www.almadenminerals.com.

Business of Almaden

Almaden is an exploration stage company engaged in the acquisition, exploration and development of mineral
properties of merit in Canada, the United States and Mexico with the aim of developing them to a stage where they
can be exploited at a profit or to arrange joint ventures whereby other companies provide funding for development and
exploitation.  

Forward looking statements

Certain information included in this discussion may constitute forward-looking statements. Forward-looking
statements are based on current expectations and entail various risks and uncertainties. These risks and uncertainties
could cause or contribute to actual results that are materially different than those expressed or implied. The Company
disclaims any obligation or intention to update or revise any forward-looking statement, whether as a result of new
information, future events, or otherwise.  

Trends

The mineral exploration industry has been through a very difficult period with low prices for both precious and base
metals. Lack of interest lead to low market capitalizations and major mining companies found it was easier to grow by
purchasing companies or mines rather than explore for them. This, in turn, lead to downsizing of major mining
company exploration staffs and many professionals took early retirement or left the industry to pursue other careers.
As a result of these trends, there are few good gold-silver projects in the pipeline and a developing shortage of
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experienced explorationists.  With improving metal prices and increasing demand, especially from Asia, supply
difficulties may occur in the future and there is a discernible need for good exploration projects based on sound
geological work. As junior companies (many of which are staffed by former large company geologists) find it easier
to raise funds, they are beginning to seek properties of merit to explore.

Risks and uncertainties

The Company is subject to a number of risks and uncertainties, the more significant of which are discussed below.
Additional risks and uncertainties not presently known to the Company may impact the Company's financial results in
the future.

Industry  

Almaden is engaged in the exploration of mineral properties, an inherently risky business. There is no assurance that a
mineral deposit will ever be discovered and economically produced. Most exploration projects do not result in the
discovery of commercially mineable ore deposits.  

Reserve and mineralization estimates

The estimation of reserves and mineralization is a subjective process and the accuracy of any such estimates is a
function of the quality of available data and of engineering and geological interpretation and judgment. No assurances
can be given that the volume and grade of reserves recovered and rates of production will not be less than anticipated.

Gold and metal prices

The price of gold is affected by numerous factors beyond the control of the Company including central bank sales,
producer hedging activities, the relative exchange rate of the U.S. dollar with other major currencies, demand,
political, economic conditions and production levels. In addition, the price of gold has been volatile over short periods
of time due to speculative activities. The price of other metals and mineral products that the Company may explore for
all have the same or similar price risk factors.
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Cash flows and additional funding requirements

Almaden currently has no revenues from operations. If any of the Company's exploration programs are successful and
optionees of properties complete their earn-in, the Company would have to provide its share of ongoing exploration
and development costs in order to maintain its interest in the projects, or be reduced to a royalty interest. Additional
capital would be required to put a property into commercial production. The sources of funds currently available to the
Company are the sale of its inventory of gold, sale of marketable securities, sale of equity capital or the offering of an
interest in its projects to another party. Although the Company presently has sufficient financial resources to
undertake all of its currently planned exploration programs and has been successful in the past in obtaining financing,
there is no assurance that it will be able to obtain adequate financing in the future or that such financing will be
advantageous to the Company.

Exchange rate fluctuations

Fluctuations in currency exchange rates, principally the Canadian/U.S. dollar exchange rate, can significantly impact
cash flows. The exchange rate has varied substantially over time. Most of the Company's exploration expenses in
Mexico are denominated in U.S. dollars. Fluctuations in exchange rates may give rise to foreign currency exposure,
either favourable or unfavourable, which may impact financial results. The Company does not engage in currency
hedging to offset any risk of exchange rate fluctuation.   

Environmental

Almaden's exploration and development activities are subject to extensive laws and regulations governing
environment protection.  The Company is also subject to various reclamation-related conditions. Although the
Company closely follows and believes it is operating in compliance with all applicable environmental regulations,
there can be no assurance that all future requirements will be obtainable on reasonable terms. Failure to comply may
result in enforcement actions causing operations to cease or be curtailed and may include corrective measures
requiring capital expenditures.  

Laws and regulations

Almaden's exploration activities are subject to extensive federal, provincial, state and local laws and regulations
governing prospecting, development, production, exports, taxes, labour standards, occupational health and safety,
mine safety and other matters in all the jurisdictions it operates in. Such laws and regulations are subject to change,
can become more stringent and compliance can therefore become more costly. The Company applies the expertise of
its management, its advisors, its employees and contractors to ensure compliance with current laws and relies on its
land man in Mexico and legal council in both Mexico and the United States.

Title to mineral properties

While the Company has investigated title to its mineral properties, this should not be construed as a guarantee of title.
The properties may be subject to prior unregistered agreements or transfers and title may be affected by undetected
defects. Unresolved native land claim issues in British Columbia and the Yukon Territory may affect the Company's
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properties in these jurisdictions in the future.

Possible Dilution to Present and Prospective Shareholders

The Company's plan of operation, in part, contemplates the financing of the conduct of its business by the issuance of
cash, securities of the Company, or a combination of the two, and possibly, incurring debt.  Any transaction involving
the issuance of previously authorized but unissued shares of common stock, or securities convertible into common
stock, would result in dilution, possibly substantial, to present and prospective holders of common stock.   The
Company usually seeks joint venture partners to fund in whole or in part exploration projects.  This dilutes the
Company's interest in properties it has acquired.  This dilution of interest in properties is done to spread or minimize
the risk and to expose the Company to more exploration plays but means that any profit that might result from a
possible discovery would be shared with the joint venture partner.  There is no guarantee that the Company can find a
joint venture partner for any property.
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Material Risk of Dilution Presented by Large Number of Outstanding Share Purchase Options and Warrants

As of May 12, 2005 there were share purchase options outstanding allowing the holders of these options to purchase
4,176,783 shares of common stock and share purchase warrants outstanding allowing the holders to purchase
1,848,105 shares of common stock.  Directors and officers of the Company hold 3,619,783 of these share purchase
options.  An additional 557,000 share purchase options are held by employees and consultants of the Company.  None
of the share purchase warrants are held by Directors.  Given the fact that as of May 12, 2005 there were 31,172,767
shares of common stock outstanding, the exercise of all of the existing share purchase options and warrants would
result in further dilution to the existing shareholders and could depress the price of the Company's shares.

Lack of Trading Volume

The lack of trading volume of the Company's shares reduces the liquidity of an investment in the Company's shares.

Volatility of Share Price

Market prices for shares of early stage companies are often volatile.  Factors such as announcements of mineral
discoveries, financial results, and other factors could have a significant effect on the price of the Company's shares.

Competition

There is competition from other mining exploration companies with operations similar to those of the Company's.
Many of the mining companies with which the Company competes have operations and financial strength greater than
that of the Company.

Dependence on management

The Company strongly depends on the business and technical expertise of its management and there is little possibility
that this dependence will decrease in the near term.  

Conflict of Interest

Some of the Company's directors and officers are directors and officers of other natural resource or mining-related
companies.  These associations may give rise from time to time to conflicts of interest. As a result of which, the
Company may miss the opportunity to participate in certain transactions and may have a material, adverse effect on its
financial position.
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Exploration projects - Canada

Siwash Gold Deposit

The Company completed a 44-hole, 10,265 meter diamond drill program in 2004 to test the continuity of
mineralization at it's wholly owned Siwash Gold Mine in B.C. Calculation of an updated resource estimate
incorporating the diamond drill and mine sample data up to and including 2003 was completed in May of 2004 by
Giroux Consultants Ltd. The estimate included a measured and indicated resource of 207,600 oz (6,457,000 grams)
gold in 736,670 tons and an inferred resource of 207,800 oz (6,463,300 gm) gold in 1,451,950 tons.  A drill program
of approximately $1,000,000 has been proposed for the current year.

ATW Diamond Project, NWT, Canada

Almaden has a net 37.5% interest in this project where work over the past several field seasons has identified the
source area of the diamond indicator mineral train. A bathymetric survey of the area of interest is planned for the
upcoming summer in preparation for diamond drilling in the February to April 2006 field season.   

PV and NIC Gold-Silver Projects, Canada

These projects are optioned to Consolidated Spire Ventures Ltd. ("Spire") on terms whereby Spire can earn a 60%
interest by spending $1.3 million on exploration and issuing 600,000 shares to Almaden, all before the end of 2007.

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

7



Sam Gold-Silver Project, Canada

An exploration program is planned for 2005 to include the following: further prospecting and recon rock/silt
geochemical sampling, geological mapping, grid based soil geochemical sampling and mechanized trenching on both
the Discovery and JJ mineral zones.

Exploration projects - Mexico

Fuego Gold-Silver Property

This project is optioned to Horseshoe Gold Mining Inc. ("Horseshoe") under terms whereby Horseshoe has an option
to earn a 50% interest by spending US$2 million on exploration and issuing 1,000,000 shares to Almaden. Horseshoe
has the option to acquire a further 10% interest by spending an additional US$1 million on exploration. Upon
Horseshoe earning a 60% interest, Almaden would have 120 days to sell its remaining 40% interest to Horseshoe in
return for a 40% interest in the then issued capital of Horseshoe. Horseshoe has informed the Company that diamond
drilling is planned for the first half of 2005.  

Caballo Blanco Gold-Silver Project

This project is optioned to Comaplex Minerals Ltd. ("Comaplex") who can earn a 60% interest by spending US$2
million. Comaplex informed the Company that diamond drilling is planned for the first half of 2005.  

Galeana Gold-Silver Project

This project was optioned to Grid Capital Corp. ("Grid") who returned the property to Almaden early in 2005. The
Company is waiting for final reports from Grid before determining further plans.  

El Pulpo Gold-Copper-Silver Project

In December 2004, the Company entered into an agreement with Ross River Minerals Inc. in which the Company
agreed to sell a 100% of its right, title and interest in the prospect for 2.2 million shares of Ross River. Ross River is
required to issue an additional 1.0 million shares when exploration and development expenditures on the property
meet or exceed US $10.0 million and an additional 1.0 million shares on the delivery of a positive feasibility study
recommending production on any part of the property. Almaden will retain a 2% NSR regarding any minerals from it's
formerly 100% owned concessions. After a feasibility study is completed on a mineral deposit, one half of this 2%
NSR (a 1% NSR) can be purchased by Ross River from Almaden for fair market value as determined by an
internationally recognized engineering firm acceptable to both parties.  Final documentation is currently being
completed.
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BHP Billiton Joint Venture

The Company has renegotiated and extended its agreement with BHP to carry out grass roots exploration in a portion
of Mexico for copper-gold deposits.   The new agreement covers a reduced area within the much larger original area.
 It was selected based on results of the first phase program.  The new agreement also capped the amount BHP Billiton
would have to spend on any feasibility study it may conduct.

San Carlos Copper-Gold Project

The San Carlos project is optioned to Hawkeye Gold and Diamond Inc. ("Hawkeye").  On April 13, 2005, the
Company renegotiated the option agreement made during March 2004.  Under the terms of the new agreement. Under
the terms of the new agreement, Hawkeye has the right to earn a 51-per-cent interest in the San Carlos property by:

1.  issuing 850,000 common shares and paying US$40,000.00 on or before the fifth business day next following the
date of final acceptance (the new effective date)of the new agreement by the TSX Venture Exchange;

2. issuing an additional 100,000 shares on each of the first and second anniversaries of the new effective date;

3. incurring exploration expenses totalling not less than US$450,000 not later than the first anniversary of the new
effective date;
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4. incurring further exploration expenses totalling not less than US$550,000 not later than the second anniversary of
the new effective date; and

5. incurring further exploration expenses totalling not less than US$1-million not later than the third anniversary of the
new effective date.

Hawkeye may also earn an additional 9-per-cent interest in the property by issuing 100,000 shares before each of the
third, fourth and fifth anniversaries of the new effective date and by incurring additional exploration expenses totalling
not less than US$2-million not later than the sixth anniversary of the new effective date.

A 2-per-cent net smelter return is reserved to the original owner of certain of the claims. When Hawkeye has earned
its interest in the property, a joint venture will be formed in respect of the property."

Selected quarterly financial information

The following selected financial information is derived from the unaudited consolidated interim financial statements
of the Company prepared in accordance with Canadian generally accepted accounting principles ("GAAP").

For the quarters ended (unaudited)
Mar 31

2005

Dec 31

2004

Sept 30

2004

Jun 30

2004

Mar 31

2004

Dec 31

2003

Sep 30

2003

Jun 30

2003
Total revenues $142,249 $26,417 $40,516 $113,281 $62,682 $59,106 $3,592 $35,825
Net loss 162,899 1,757,487 725,410 258,688 324,218 567,215 260,373 223,008
Net loss per share 0.005 0.07 0.02 0.01 0.01 0.03 0.01 0.01
Write-down of interest
in

   mineral properties
11,072 582,260 306,773 1,322 13,003 49,327 8,984 43,737

S t o c k  o p t i o n
compensation

- 1,205,820 - - 28,963 96,000 - 30,000

Working capital 4,273,829 4,659,617 5,325,508 5,136,067 5,255,565 5,100,785 1,832,684 1,042,920
Total assets 10,212,087 10,215,275 11,238,229 10,695,340 10,591,469 10,341,770 6,834,870 5,300,783

Results of operations

Almaden's operations during the quarter ended March 31, 2005 produced a net loss of $162,899 or $0.005 per share
compared to a net loss of $324,218 or $0.01 per share for the same quarter last year. The fluctuation in net loss is
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primarily due to an increase in proceeds received (securities issued to the Company) from mineral properties option
agreements in excess of the carrying value of the properties and the gain realized on the sale of such marketable
securities.

The Company has no revenue from mining operations. Revenue currently consists of proceeds received from mineral
properties option agreements in excess of the carrying value of the properties, interest income and the recovery of
value-added tax in Mexico, all of which increased during the current quarter compared to the same fiscal quarter last
year.  

General and administrative costs increased during the current quarter as compared to the same quarter last year
primarily due to the Company's co-ordination of its offsite storage facilities. The Company participated in the
Vancouver Investment Conference and the Prospectors and Developers Association Conference in Toronto and
engaged Kitco Casey to carry its corporate profile during the quarter. General exploration activities decreased during
the current quarter.

Significant non-cash expenses include the write-down of marketable securities to the lower of cost or markets and the
gain on sale of securities.    

Liquidity and capital resources

At March 31, 2005, the Company had cash and cash equivalents of $3,748,632 as compared to $4,125,706 at
December 31, 2004, the Company's most recent year end. At March 31, 2005, the Company had working capital of
$4,273,829 as compared to $4,659,617 at December 31, 2004.  The decrease in cash is primarily due to investment in
mineral properties made during the period. In addition, the market value of the Company's inventory of gold bullion at
March 31, 2005 was $832,724 - $557,956 above book value. The market value of equity securities at March 31, 2005
was $1,086,213 - $554,687 above book value. These values differ from the GAAP based carrying value on the balance
sheet which is at the lower of cost
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or market. The Company deferred an exploration advance $103,470 for an IP program undertaken in the following
quarter.  Also, included in working capital is a liability arising from the contingent obligation in the event the
Company is unsuccessful in its appeal of assessed additional mineral tax for prior years. The Company expects its
level of cash resources to be sufficient to meet its working capital and mineral exploration requirements for at least the
next year.  The Company has no long-term debt.

Cash used for operating activities during the quarter ended March 31, 2005 was $105,331 compared to $397,797
during the same quarter last year, after adjusting for the non-cash activities.

Cash flows from financing activities during the quarter ended March 31, 2005 were $21,250 from the exercise of
stock options compared to $569,461 for the quarter ended March 31, 2004 primarily from private placement
financings and the exercise of share purchase warrants.  

Cash used for investing activities during the quarter ended March 31, 2005 was $292,993 compared to $303,868
during the same quarter last year.  The primary reason for the decrease was due to proceeds received on the sale of
marketable securities during the current quarter compared to the purchase of securities in the comparative quarter.
 Investment in property, plant and equipment decreased in the current quarter.  Investment of $373,217 was made in
mineral properties interests, primarily the payment of the first half of 2005 mining taxes and staking of new claims in
Mexico, payment in lieu on its Prospector Mountain claims in the Yukon  and a geophysical program undertaken on
the Erika project in Mexico.   

Contractual commitments

The Company is committed under an operating lease for its office premises with the following aggregate minimum
lease payments to the expiration of the lease on January 31, 2009. During Fiscal 2005, the Company intends to pay
$1,995 cash-in-lieu of work on its Cabin Lake claims to keep them in good standing. The Company must pay $1,500
yearly for mineral lease rent on its Elk property. The Company renewed its Rock River coal licenses in Fiscal 2004 for
a three-year term. The cost to Almaden (50%) will be $9,385 in Fiscal 2005 and $18,770 in Fiscal 2006. Should the
Company not option its Galeana and As de Oro prospects in Mexico by the time their next option payments are due,
the Company intends to make these payments of $14,250 each (U.S.$10,000 plus value added tax). All other property
options payments on the Company's projects have been assumed by third parties who are earning their interests in the
projects. In January 2005, the Company entered into a letter agreement to fund the purchase of a diamond drill at an
estimated cost of $200,000 of which $105,000 has been advanced to date. The following table indicates the total
aggregate contractual commitments for each period.  

2005 2006 2007 2008 2009 Thereafter

Office lease $27,945 $37,260 $37,260 $37,260 $3,105 -
Mineral property
acquisition/maintenance
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payments $41,380 $20,270 - - - -
Property, plant and equipment
acquisition

$95,000 - - - - -

Off-balance sheet arrangements

The Company has no off-balance sheet arrangements other than disclosed above.

Critical accounting estimates

A detailed summary of all the Company's significant accounting policies is included in note 2 to the annual
consolidated financial statements for the year ended December 31, 2004.  

Significant estimates used in the preparation of these consolidated financial statements include, amongst other things,
depreciation, determination of net recoverable value of assets, determination of fair value on taxes and contingencies.
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Changes in accounting principles

Stock-based compensation

The Canadian Institute of Chartered Accountants ("CICA") amended the stock option compensation and other stock
based payments accounting standard during 2003. The Company early adopted the standard and the consolidated
financial statements for the years ended December 31, 2004 and 2003 reflect this. This change has been applied
retroactively and the consolidated financial statements for 2002 have been restated. The effect of this change was to
increase the net loss for the year ended December 31, 2002 by $162,000 for a net loss of $3,198,025. Please see Note
2(j) and 3(a) to the audited consolidated financial statements for the year ended December 31, 2004 for further details.

Flow-through shares

The Emerging Issues Committee - 146 amended the accounting standard with respect to flow-through shares during
2004.  The standard requires, for all flow-through shares issued subsequent to December 31, 2003, the recognition of
the future income tax liability and a corresponding increase to deficit on the date the company renounces the tax
credits associated with the expenditures, provided there is a reasonable assurance that the expenditures will be made.
 The recognition of any portion of previously unrecognized future income tax assets will be recorded as a reduction of
income tax expenses.  The Company adopted the standard and the consolidated financial statements for the year ended
December 31, 2004 reflect these recommendations.   

Asset retirement

The CICA issued a new standard relating to asset retirement obligations effective for fiscal years beginning on
January 1, 2004. The standard requires the recognition in the financial statements of the liability associated with the
net present value of future site reclamation costs when the liability is incurred. These obligations are initially
measured at fair value and subsequently adjusted for the accretion of discount and any changes to the underlying
costs.  The asset retirement cost is to be capitalized and amortized into operations over time. Please see Note 3(c) to
the audited consolidated financial statements for further details.  

Outstanding share data

The Company is authorized to issue 100,000,000 common shares without par value. As at May 12, 2005, there were
31,172,767 outstanding common shares.    

During the quarter ended March 31, 2005, the Company received cash proceeds of $21,250 on the exercise of stock
options.

Directors, officers, employees and contractors are granted options to purchase common shares under the Company
Stock Option Plan. This plan and its terms and outstanding balance are disclosed in note 9 to the consolidated
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financial statements for the year ended December 31, 2004.

At the Annual & Special General Meeting of the Company scheduled for May 18, 2005, shareholders will be asked to
consider and if deemed advisable to pass appropriate resolutions to change the number of common shares which the
Company is authorized to issue from 100,000,000 to an unlimited number and to change the Company's Stock Option
Plan from a fixed maximum number of 2,900,000 shares to a number not to exceed 10% of the issued and outstanding
shares of the Company.

Related party transactions

A total of $29,875 (2004 - $27,600) was paid to a company controlled by Duane Poliquin, the President of the
Company, for geological consulting services and web-site management services during the quarter. A total of $18,000
(2004 - $35,194) was paid to a company controlled by Morgan Poliquin, a Director of the Company, for geological
consulting services during the quarter. These amounts are included in general exploration, mineral property costs and
general and administrative. A total of $17,482 (2004 - $15,613) was paid to Dione Bitzer, an Officer of the Company
for accounting services during the quarter.  This amount is included in professional fees.
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Outlook

Almaden currently has ten joint ventures and a regional exploration program with BHP Billiton underway to explore
for copper-gold deposits in Mexico.  The Company has a strong cash position that will enable it to continue its own
exploration efforts in Mexico and Canada, seeking to identify new projects through early stage grass roots exploration
and managing risk by forming joint ventures in which partner companies explore and develop such projects in return
for the right to earn an interest in them.

ALMADEN                                                                                                    

MINERALS LTD.                                                                                                

1103 - 750 West Pender St.

Vancouver, B.C.  V6C 2T8

Tel:  604 - 689 - 7644

Fax:  604 - 689 - 7645

Email: info@almadenminerals.com

NOTICE TO READER
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In accordance with National Instrument 51-102 released by the Canadian Securities Administrators, the Company
discloses that its auditors have not reviewed the unaudited interim consolidated financial statements for the period
ended March 31, 2005.
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ALMADEN MINERALS LTD.
Consolidated Interim Balance Sheets

March 31, 2005 and December 31, 2004

March 31,

2005

December 31,

2004
(unaudited) (audited)

ASSETS

CURRENT
    Cash and cash equivalents $ 3,748,632 $ 4,125,706
    Accounts receivable and prepaid expenses 316,151 213,176
    Marketable securities (Note 2) 531,526 504,754
    Inventory (Note 3) 274,768 274,768
TOTAL CURRENT ASSETS 4,871,077 5,118,404
PROPERTY, PLANT AND EQUIPMENT 600,136 575,142
RECLAMATION DEPOSIT 81,500 81,500
MINERAL PROPERTIES (Note 4) 4,659,374 4,440,229
TOTAL ASSETS $ 10,212,087 $ 10,215,275

LIABILITIES

CURRENT
    Accounts payable and accrued liabilities $ 114,125 $  79,134
    Deferred exploration advances  (Note 5) 103,470 -
    Mineral taxes payable 379,653 379,653
TOTAL CURRENT LIABILITIES 597,248 458,787

SHAREHOLDERS' EQUITY

Share capital
    Authorized
       100,000,000 common shares without par value
    Issued (Note 6)
        31,172,767 shares - March 31, 2005
        31,142,767 shares - December 31, 2004 25,290,388 25,258,538
    Contributed surplus (Note 6) 1,587,754 1,598,354
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Deficit accumulated during the exploration stage (17,262,303) (17,100,404)
TOTAL SHAREHOLDER'S EQUITY 9,614,839 9,756,488
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 10,212,087 $ 10,215,275

ON BEHALF OF THE BOARD:

"Duane Poliquin"

Duane Poliquin, Director

"James E. McInnes"

James E. McInnes, Director
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ALMADEN MINERALS LTD.
Consolidated Interim Statements of Operations and Deficit

Three month periods ended March 31, 2005 and 2004
(unaudited)

Three Months ended March 31,
2005 2004

REVENUE
    Mineral properties $ 113,522 $ 19,866
    Interest income 20,975 24,985
    Other income 7,752 17,831

142,249 62,682

EXPENSES
    General and administrative expenses (Schedule) 183,412 159,979
    General exploration expenses 135,598 182,024
    Write-down of interests in mineral properties 11,072 13,003
    Stock option compensation - 28,963

330,082 383,969
(187,833) (321,287)

WRITE-DOWN OF MARKETABLE SECURITIES (63,396) -
GAIN (LOSS) ON SALE OF SECURITIES 59,644 (10,576)
GAIN ON SALE OF PROPERTY, PLANT AND EQUIPMENT 10,995 -
FOREIGN EXCHANGE GAIN 17,691 7,645
NET LOSS (162,899) (324,218)

DEFICIT, ACCUMULATED DURING EXPLORATION

  STAGE, BEGINNING OF PERIOD (17,100,404) (13,696,201)

DEFICIT, ACCUMULATED DURING EXPLORATION

  STAGE, END OF PERIOD

$

(17,263,303)

  $

(14,020,419)
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NET LOSS PER SHARE

   Basic and diluted $ (0.005)    $ (0.011)

BASIC AND DILUTED WEIGHTED AVERAGE

   NUMBER OF COMMON SHARES OUTSTANDING 35,540,700 29,310,332
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ALMADEN MINERALS LTD.
Consolidated Interim Statements of Cash Flows

Three month periods ended March 31, 2005 and 2004
(unaudited)

Three Months Ended March 31,
2005 2004

OPERATING ACTIVITIES
    Net loss $ (162,899) $ (324,218)
    Items not affecting cash
      Depreciation 18,253 12,131
      (Gain) loss on marketable securities (59,644) 10,576
      Write-down of marketable securities 63,396 -
      Write-down of interests in mineral properties 11,072 13,003
      Stock-based compensation - 28,963
      Gain on sale of property, plant and equipment (10,995) -
Change in non-cash working capital components
      Accounts receivable and  prepaid expenses (102,975) (113,745)
      Accounts payable and accrued liabilities 34,991 20,005
      Deferred exploration advances 103,470 (44,512)

(105,331) (397,797)

FINANCING ACTIVITIES
    Issuance of shares - net of expenses 21,250 569,461

We believe that we comply in all material respects with the laws affecting our business. However, claims arising out of actual or alleged
violations of laws may be asserted against us or our dealerships by individuals or governmental entities, and may expose us to significant
damages or other penalties, including possible suspension or revocation of our licenses to conduct dealership operations and fines.

As with automobile dealerships generally, and service, parts and body shop operations in particular, our business involves the use, storage,
handling and contracting for recycling or disposal of hazardous or toxic substances or wastes and other environmentally sensitive materials. Our
business also involves the past and current operation and/or removal of above ground and underground storage tanks containing such substances
or wastes. Accordingly, we are subject to regulation by federal, state and local authorities that establish health and environmental quality
standards, provide for liability related to those standards and, in certain circumstances, provide penalties for violations of those standards. We
are also subject to laws, ordinances and regulations governing remediation of contamination at facilities we own or operate or to which we send
hazardous or toxic substances or wastes for treatment, recycling or disposal.
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We do not have any known material environmental liabilities, and we believe that compliance with environmental laws and regulations will not,
individually or in the aggregate, have a material adverse effect on our results of operations, financial condition and cash flows. However, soil
and groundwater contamination is known to exist at certain properties owned and used by us. Further, environmental laws and regulations are
complex and subject to frequent change. In addition, in connection with our acquisitions, it is possible that we will assume or become subject to
new or unforeseen environmental costs or liabilities, some of which may be material. We cannot assure you that compliance with current or
amended, or new or more stringent, laws or regulations, stricter interpretations of existing laws or the future discovery of environmental
conditions will not require additional expenditures by us, or that such expenditures will not be material.

Executive Officers of the Registrant

Our executive officers as of the date of this Form 10-K, are as follows:

Name Age Position(s) with Sonic
O. Bruton Smith 85 Chairman, Chief Executive Officer and Director
B. Scott Smith 44 President, Chief Strategic Officer and Director
Jeff Dyke 44 Executive Vice President of Operations
David P. Cosper 57 Vice Chairman and Chief Financial Officer
David B. Smith 37 Executive Vice President and Director
O. Bruton Smith, 85, is our Founder, Chairman, Chief Executive Officer and a director and has served as such since our formation in
January 1997, and he currently is a director and executive officer of many of our subsidiaries. Mr. Smith has worked in the retail automobile
industry since 1966. Mr. Smith is also the Chairman and Chief Executive Officer, a director and controlling stockholder of Speedway
Motorsports, Inc. (�SMI�). SMI is a public company traded on the New York Stock Exchange (the �NYSE�). Among other things, SMI owns and
operates the following NASCAR racetracks: Atlanta Motor Speedway, Bristol Motor Speedway, Charlotte Motor Speedway, Infineon Raceway,
Las Vegas Motor Speedway, New Hampshire Motor Speedway, Texas Motor Speedway, and Kentucky Speedway. He is also an executive
officer or a director of most of SMI�s operating subsidiaries.

B. Scott Smith, 44, is our Co-Founder, President, Chief Strategic Officer and a director. Prior to his appointment as President in March 2007,
Mr. Smith served as our Vice Chairman and Chief Strategic Officer since October 2002. He held the position of President and Chief Operating
Officer from April 1997 to October 2002. Mr. Smith has been a director of our company since our organization was formed in January 1997.
Mr. Smith also serves as a director and executive officer of many of our subsidiaries. Mr. Smith, who is a son of O. Bruton Smith and brother of
David B. Smith, has been an executive officer of Town & Country Ford since 1993, and was a minority owner of both Town & Country Ford
and Fort Mill Ford before our acquisition of these dealerships in 1997. Mr. Smith became the General Manager of Town & Country Ford in
November 1992 where he remained until his appointment as President and Chief Operating Officer in April 1997. Mr. Smith has over twenty
years experience in the automobile dealership industry.

Jeff Dyke, 44, is our Executive Vice President of Operations and is responsible for direct oversight for all of Sonic�s retail automotive operations.
From March 2007 to October 2008, Mr. Dyke served as our Division Chief Operating Officer � South East Division, where he oversaw retail
automotive operations for the states of Alabama, Georgia, Florida, North Carolina, Tennessee, Texas and South Carolina. Mr. Dyke first joined
Sonic in October 2005 as its Vice President of Retail Strategy, a position that he held until April 2006, when he was promoted to Division Vice
President � Eastern Division, a position he held from April 2006 to March 2007. Prior to joining Sonic, Mr. Dyke worked in the automotive retail
industry at AutoNation from 1996 to 2005, where he held several positions in divisional, regional and dealership management with that
company.
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David P. Cosper, 57, is our Vice Chairman and Chief Financial Officer. In March 2007, Mr. Cosper was appointed to Vice Chairman after
serving as Executive Vice President since March 2006. He joined Sonic Automotive on March 1, 2006 as an Executive Vice President and
became our Chief Financial Officer and Treasurer on March 16, 2006. Mr. Cosper served as Treasurer through the end of 2006 and relinquished
the position in February 2007. Prior to joining Sonic, he was Vice Chairman and Chief Financial Officer of Ford Motor Credit Company, a
position held since 2003. From 1979, when he joined Ford Motor Company, Mr. Cosper served in a variety of positions in Ford Motor Company
and Ford Motor Credit Company, including Vice President and Treasurer of Ford Motor Credit Company and Executive Director of Corporate
Finance at Ford Motor Company. In such positions, he was responsible for worldwide profit analysis and treasury matters, risk management,
business planning, and competitive and strategic analysis.

David B. Smith, 37, is our Executive Vice President and a director and has served our organization beginning in October 2000. Prior to being
named a director and Executive Vice President of Sonic in October 2008, Mr. Smith, also a son of O. Bruton Smith and brother of B. Scott
Smith, served as our Senior Vice President of Corporate Development since March 2007. Prior to that appointment, Mr. Smith served as our
Vice President of Corporate Strategy from October 2005 to March 2007, and also served us prior to that time as Dealer Operator of our Arnold
Palmer Cadillac dealership from January 2004 to October 2005, our Fort Mill Ford dealership from January 2003 to January 2004, and our Town
and Country Ford dealership from October 2000 to December 2002.

Employees

As of January 31, 2012, we employed approximately 9,200 associates. We believe that our relationships with our associates are good.
Approximately 600 of our associates, primarily service technicians in our Northern California markets, are represented by a labor union.
However, due to our dependence on automobile manufacturers, we may be affected by labor strikes, work slowdowns and walkouts at the
manufacturers� manufacturing facilities.

Company Information

Our website is located at www.sonicautomotive.com. Our Annual Report on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and all amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended (the �Exchange Act�), as well as proxy statements and other information we file with, or furnish to, the Securities and Exchange
Commission (�SEC�) are available free of charge on our website. We make these documents available as soon as reasonably practicable after we
electronically file them with, or furnish them to, the SEC. Except as otherwise stated in these documents, the information contained on our
website or available by hyperlink from our website is not incorporated into this Annual Report on Form 10-K or other documents we file with,
or furnish to, the SEC.

Item 1A:    Risk Factors

Risks Related to Our Sources of Financing and Liquidity

Our significant indebtedness could materially adversely affect our financial health, limit our ability to finance future acquisitions and capital
expenditures and prevent us from fulfilling our financial obligations.

As of December 31, 2011, our total outstanding indebtedness was approximately $1.4 billion, which includes floor plan notes payable, long-term
debt and short-term debt.

We have $175.0 million of maximum borrowing availability under a syndicated revolving credit facility (the �2011 Revolving Credit Facility�), up
to $500.0 million in maximum borrowing availability for new vehicle inventory floor plan financing and up to $80.0 million in maximum
borrowing availability for used vehicle
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inventory floor plan financing (the �2011 Floor Plan Facilities�). We refer to the 2011 Revolving Credit Facility and 2011 Floor Plan Facilities
collectively as our �2011 Credit Facilities.� Based on balances as of December 31, 2011, we had $129.3 million available for additional
borrowings under the 2011 Revolving Credit Facility based on the borrowing base calculation, which is affected by numerous factors including
eligible asset balances and the market value of certain additional collateral. We are able to borrow under our 2011 Revolving Credit Facility only
if, at the time of the borrowing, we have met all representations and warranties and are in compliance with all financial and other covenants
contained therein. We also have capacity to finance new and used vehicle inventory purchases under bilateral floor plan agreements with various
manufacturer-affiliated finance companies and other lending institutions (the �Silo Floor Plan Facilities�) as well as our 2011 Floor Plan Facilities.
In addition, the indentures relating to our 9.0% Senior Subordinated Notes due 2018 (the �9.0% Notes�), 5.0% Convertible Senior Notes due 2029
which are redeemable by us and which may be put to us by the holders after October 1, 2014 under certain circumstances (the �5.0% Convertible
Notes�) and our other debt instruments allow us to incur additional indebtedness, including secured indebtedness, as long as we comply with the
terms thereunder.

In addition, the majority of our dealership properties are leased under long-term operating lease arrangements that commonly have initial terms
of fifteen to twenty years with renewal options ranging from five to ten years. These operating leases require compliance with financial and
operating covenants similar to those under our 2011 Credit Facilities, and monthly payments of rent that may fluctuate based on interest rates
and local consumer price indices. The total future minimum lease payments related to these operating leases and certain equipment leases are
significant and are disclosed in Note 12, �Commitments and Contingencies,� to the accompanying Consolidated Financial Statements.

An acceleration of our obligation to repay all or a substantial portion of our outstanding indebtedness or lease obligations would have a
material adverse effect on our business, financial condition or results of operations.

Our 2011 Credit Facilities, the indentures governing our 9.0% Notes and many of our facility operating leases contain numerous financial and
operating covenants. A breach of any of these covenants could result in a default under the applicable agreement or indenture. If a default were
to occur, we may be unable to adequately finance our operations and the value of our common stock would be materially adversely affected
because of acceleration and cross default provisions. In addition, a default under one agreement or indenture could result in a default and
acceleration of our repayment obligations under the other agreements or indentures, including the indentures governing our outstanding 9.0%
Notes and 5.0% Convertible Notes under the cross default provisions in those agreements or indentures. If a cross default were to occur, we may
not be able to pay our debts or borrow sufficient funds to refinance them. Even if new financing were available, it may not be on terms
acceptable to us. As a result of this risk, we could be forced to take actions that we otherwise would not take, or not take actions that we
otherwise might take, in order to comply with the covenants in these agreements and indentures.

Our ability to make interest and principal payments when due to holders of our debt securities depends upon our future performance.

Our ability to meet our debt obligations and other expenses will depend on our future performance, which will be affected by financial, business,
domestic and foreign economic conditions, the regulatory environment and other factors, many of which we are unable to control. If our cash
flow is not sufficient to service our debt as it becomes due, we may be required to refinance the debt, sell assets or sell shares of our common
stock on terms that we do not find attractive. Further, our failure to comply with the financial and other restrictive covenants relating to the 2011
Credit Facilities and the indentures pertaining to our outstanding notes could result in a default under these agreements that would prevent us
from borrowing under the 2011 Revolving Credit Facility, which could adversely affect our business, financial condition and results of
operations.
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We have financed the purchase of certain dealership properties with mortgage notes that require balloon payments at the end of the notes�
terms.

Many of our mortgage notes� principal and interest payments are based on an amortization period longer than the actual terms (maturity dates) of
the notes. As a result, we will be required to repay or refinance the remaining principal balances at the notes� maturity dates (balloon payments).
The maturity dates of these notes range from 2013 to 2018. The amounts to be refinanced at the maturity dates could be significant. We may not
have sufficient liquidity to make such payments at the notes� maturity dates. In the event we do have sufficient liquidity to completely repay the
remaining principal balances at maturity, we may not be able to refinance the notes at interest rates that are acceptable to us, or depending on
market conditions, refinance the notes at all. Our inability to repay or refinance these notes could have a material adverse effect on our business,
financial condition and results of operations.

Our ability to make interest and principal payments when due to holders of our debt securities depends upon the receipt of sufficient funds
from our subsidiaries.

Substantially all of our consolidated assets are held by our subsidiaries and substantially all of our consolidated cash flow and net income are
generated by our subsidiaries. Accordingly, our cash flow and ability to service debt depends to a substantial degree on the results of operations
of our subsidiaries and upon the ability of our subsidiaries to provide us with cash. We may receive cash from our subsidiaries in the form of
dividends, loans or distributions. We may use this cash to service our debt obligations or for working capital. Our subsidiaries are separate and
distinct legal entities and have no obligation, contingent or otherwise, to distribute cash to us or to make funds available to service debt. In
addition, the ability of our subsidiaries to pay dividends or make loans to us is subject to minimum net capital requirements under manufacturer
franchise and dealer agreements and laws of the state in which a subsidiary is organized and depends to a significant degree on the results of
operations of our subsidiaries and other business considerations.

Our 2011 Revolving Credit Facility contains restrictive provisions that may reduce our borrowing availability for the purpose of making
principal payments when due to holders of our debt securities.

The maturity date of the 2011 Revolving Credit Facility may in certain circumstances be accelerated (the �Springing Maturity Date�) if the share
price of our common stock falls below a certain level or if we do not maintain certain liquidity levels during enumerated periods of time prior to
the maturity date of certain debt securities with an outstanding balance in excess of $35.0 million. In addition, availability of the 2011 Revolving
Credit Facility may be curtailed during enumerated periods related to any Springing Maturity Date. To the extent that availability under our 2011
Revolving Credit Facility is not available for the purposes of making interest and principal payments on our indebtedness, we may not have
sufficient liquidity to make such payments when due to holders of our debt securities.

The conversion of the 5.0% Convertible Notes, if triggered, may adversely affect our liquidity and financial condition and results of
operations.

If the conversion features of the 5.0% Convertible Notes are triggered, holders of those notes will be entitled to convert their notes in accordance
with the terms of the indenture governing those notes. We may be required to make cash payments to satisfy our conversion obligations. In the
event we have the ability to, and choose to, settle the 5.0% Convertible Notes with cash payments in lieu of settlement with shares of common
stock, the amount of these cash payments could have a material adverse effect on our liquidity. In addition, even if the holders of the 5.0%
Convertible Notes do not elect to convert their respective notes, we could be required under applicable accounting rules to reclassify all or a
portion of the outstanding principal of the notes as a current rather than long-term liability, which could result in a material reduction of our net
working capital and negatively affect our compliance with debt covenants, or could have a material adverse effect on our financial condition and
results of operations.
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We depend on the performance of sublessees to offset costs related to certain of our lease agreements.

In most cases, when we sell a dealership, the buyer of the dealership will sublease the dealership property from us, but we are not released from
the underlying lease obligation to the primary landlord. We rely on the sublease income from the buyer to offset the expense incurred related to
our obligation to pay the primary landlord. We also rely on the buyer to maintain the property in accordance with the terms of the sublease
(which in most cases mirror the terms of the lease we have with the primary landlord). Although we assess the financial condition of a buyer at
the time we sell the dealership, and seek to obtain guarantees of the buyer�s sublease obligation from the stockholders or affiliates of the buyer,
the financial condition of the buyer and/or the sublease guarantors may deteriorate over time. In the event the buyer does not perform under the
terms of the sublease agreement (due to the buyer�s financial condition or other factors), we may not be able to recover amounts owed to us under
the terms of the sublease agreement or the related guarantees. Our operating results, financial condition and cash flows may be materially
adversely affected if sublessees do not perform their obligations under the terms of the sublease agreements.

Our use of hedging transactions could limit our financial gains or result in financial losses.

To reduce our exposure to fluctuations in cash flow due to interest rate fluctuations, we have entered into, and in the future expect to enter into,
derivative instruments (or hedging agreements). No hedging activity can completely insulate us from the risks associated with changes in interest
rates. As of December 31, 2011, we had interest rate swap agreements to effectively convert a portion of our LIBOR-based variable rate debt to
a fixed rate. See the heading �Derivative Instruments and Hedging Activities� under Note 6, �Long-Term Debt,� to the accompanying Consolidated
Financial Statements. We intend to hedge as much of the interest rate risk as management determines is in our best interests given the cost of
such hedging transactions.

Our hedging transactions expose us to certain risks and financial losses, including, among other things:

� counterparty credit risk;

� available interest rate hedging may not correspond directly with the interest rate risk for which we seek protection;

� the duration of the amount of the hedge may not match the duration or amount of the related liability;

� the value of derivatives used for hedging may be adjusted from time to time in accordance with accounting rules to reflect changes in
fair-value. Downward adjustments, or �mark-to-market losses,� would reduce our stockholders� equity; and

� all of our hedging instruments contain terms and conditions with which we are required to meet. In the event those terms and conditions
are not met, we may be required to settle the instruments prior to the instruments� maturity with cash payments which could significantly
affect our liquidity.

A failure on our part to effectively hedge against interest rate changes may adversely affect our financial condition and results of operations.

We may not be able to satisfy our debt obligations upon the occurrence of a change in control or a fundamental change.

Upon the occurrence of a change in control or a fundamental change, as defined in our 9.0% Notes and 5.0% Convertible Notes, holders of these
instruments will have the right to require us to purchase all or any part of such holders� notes at a price equal to either 101% (in the case of the
9.0% Notes) or 100% (in the case of the 5.0% Convertible Notes) of principal amount thereof, plus accrued and unpaid interest, if any. The
events that constitute a change of control under these indentures may also constitute a default under our 2011 Credit Facilities. There can be no
assurance that we would have sufficient resources available to satisfy all of our obligations under these debt instruments in the event of a change
in control or fundamental change. In the event
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we were unable to satisfy our obligations under the change in control or fundamental change control provisions, it could have an adverse
material impact on us and our Class A and Class B common stock holders. Any future debt instruments that we may incur may contain similar
provisions regarding repurchases in the event of a change in control or fundamental change triggering event.

Although O. Bruton Smith, our chairman and chief executive officer, and his affiliates have previously assisted us with obtaining financing,
we cannot assure you that he or they will be willing or able to do so in the future.

Our obligations under the 2011 Credit Facilities are secured with a pledge of 5,000,000 shares of SMI common stock. These shares of SMI
common stock are owned by Sonic Financial Corporation (�SFC�), an entity controlled by O. Bruton Smith. Presently, the $175.0 million
borrowing limit of our 2011 Revolving Credit Facility is subject to a borrowing base calculation that is based, in part, on the value of the SMI
shares pledged by SFC. Consequently, a withdrawal of this pledge by SFC or a significant decrease in the value of SMI common stock could
reduce the amount we can borrow under the 2011 Revolving Credit Facility.

Risks Related to Our Relationships with Vehicle Manufacturers

Our operations may be adversely affected if one or more of our manufacturer franchise or dealer agreements is terminated or not renewed.

Each of our dealerships operates under a separate franchise or dealer agreement with the applicable automobile manufacturer. Without a
franchise or dealer agreement, we cannot obtain new vehicles from a manufacturer or advertise as an authorized factory service center. As a
result, we are significantly dependent on our relationships with the manufacturers.

Manufacturers exercise a great degree of control over the operations of our dealerships through the franchise and dealer agreements. The
franchise and dealer agreements govern, among other things, our ability to purchase vehicles from the manufacturer and to sell vehicles to
customers. Each of our franchise or dealer agreements provides for termination or non-renewal for a variety of causes, including certain changes
in the financial condition of the dealerships and any unapproved change of ownership or management. Manufacturers may also have a right of
first refusal if we seek to sell dealerships.

Actions taken by manufacturers to exploit their superior bargaining position in negotiating the terms of franchise and dealer agreements or
renewals of these agreements or otherwise could also have a material adverse effect on our results of operations, financial condition and cash
flows. We cannot guarantee that any of our existing franchise and dealer agreements will be renewed or that the terms and conditions of such
renewals will be favorable to us.

Our failure to meet a manufacturer�s customer satisfaction, financial and sales performance and facility requirements may adversely affect
our profitability and our ability to acquire new dealerships.

Many manufacturers attempt to measure customers� satisfaction with their sales and warranty service experiences through
manufacturer-determined CSI scores. The components of CSI vary from manufacturer to manufacturer and are modified periodically. Franchise
and dealer agreements also may impose financial and sales performance standards. Under our agreements with certain manufacturers, a
dealership�s CSI scores, sales and financial performance may be considered a factor in evaluating applications for additional dealership
acquisitions. From time to time, some of our dealerships have had difficulty meeting various manufacturers� CSI requirements or performance
standards. We cannot assure you that our dealerships will be able to comply with these requirements in the future. A manufacturer may refuse to
consent to an acquisition of one of its franchises if it determines our dealerships do not comply with its CSI requirements or performance
standards, which could impair the execution of our acquisition strategy. In addition, we receive incentive payments from the manufacturers
based, in part, on CSI scores, which could be materially adversely affected if our CSI scores decline.
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In addition, a manufacturer may condition its allotment of vehicles, participation in bonus programs, or acquisition of additional franchises upon
our compliance with its facility standards. This may put us in a competitive disadvantage with other competing dealerships and may ultimately
result in our decision to sell a franchise when we believe it may be difficult to recover the cost of the required investment to reach the
manufacturer�s facility standards.

If state dealer laws are repealed or weakened, our dealerships will be more susceptible to termination, non-renewal or renegotiation of their
franchise and dealer agreements.

State dealer laws generally provide that a manufacturer may not terminate or refuse to renew a franchise or dealer agreement unless it has first
provided the dealer with written notice setting forth good cause and stating the grounds for termination or non-renewal. Some state dealer laws
allow dealers to file protests or petitions or attempt to comply with the manufacturer�s criteria within the notice period to avoid the termination or
non-renewal. Though unsuccessful to date, manufacturers� lobbying efforts may lead to the repeal or revision of state dealer laws. If dealer laws
are repealed in the states in which we operate, manufacturers may be able to terminate our franchises without providing advance notice, an
opportunity to cure or a showing of good cause. Without the protection of state dealer laws, it may also be more difficult for our dealerships to
renew their franchise or dealer agreements upon expiration.

In addition, these laws restrict the ability of automobile manufacturers to directly enter the retail market in the future. However, the ability of a
manufacturer to grant additional franchises is based on several factors which are not within our control. If manufacturers grant new franchises in
areas near or within our existing markets, this could significantly impact our revenues and/or profitability. Further, if manufacturers obtain the
ability to directly retail vehicles and do so in our markets, such competition could have a material adverse effect on us.

Our sales volume and profit margin on each sale may be materially adversely affected if manufacturers discontinue or change their
incentive programs.

Our dealerships depend on the manufacturers for certain sales incentives, warranties and other programs that are intended to promote and
support dealership new vehicle sales. Manufacturers routinely modify their incentive programs in response to changing market conditions. Some
of the key incentive programs include:

� customer rebates or below market financing on new and used vehicles;

� employee pricing;

� dealer incentives on new vehicles;

� manufacturer floor plan interest and advertising assistance;

� warranties on new and used vehicles; and

� sponsorship of certified pre-owned vehicle sales by authorized new vehicle dealers.
Manufacturers frequently offer incentives to potential customers. A reduction or discontinuation of a manufacturer�s incentive programs may
materially adversely impact vehicle demand and affect our profitability.

Our sales volume may be materially adversely affected if manufacturer captives change their customer financing programs or are unable to
provide floor plan financing.

One of the primary finance sources used by consumers in connection with the purchase of a new or used vehicle is the manufacturer captive
finance companies. These captive finance companies rely, to a certain extent, on the public debt markets to provide the capital necessary to
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support their financing programs. In addition, the captive finance companies will occasionally change their loan underwriting criteria to alter the
risk profile of their loan portfolio. A limitation or reduction of available consumer financing for these or other reasons could affect consumers�
ability to purchase a vehicle, and thus, could have a material adverse effect on our sales volume.
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Our parts and service sales volume and profitability are dependent on manufacturer warranty programs.

Franchised automotive retailers perform factory authorized service work and sell original replacement parts on vehicles covered by warranties
issued by the automotive manufacturer. Dealerships which perform work covered by a manufacturer warranty are reimbursed at rates established
by the manufacturer. For the year ended December 31, 2011, approximately 16.3% of our parts and service revenue was for work covered by
manufacturer warranties. To the extent a manufacturer reduces the labor rates or markup of replacement parts for such warranty work, our Fixed
Operations sales volume and profitability could be adversely affected.

Adverse conditions affecting one or more key manufacturers or lenders may negatively impact our profitability.

Our business is dependent upon the products, services, and financing and incentive programs offered by major automobile manufacturers, and
could be negatively impacted by any significant changes to these manufacturers�:

� financial condition;

� marketing;

� vehicle design;

� publicity concerning a particular manufacturer or vehicle model;

� production capabilities;

� management;

� reputation; and

� labor relations.
Events such as labor strikes or other disruptions in production, including those caused by natural disasters, that may adversely affect a
manufacturer may also adversely affect us. In particular, labor strikes at a manufacturer that continue for a substantial period of time could have
a material adverse effect on our business. Similarly, the delivery of vehicles from manufacturers at a time later than scheduled, which may occur
particularly during periods of new product introductions, could limit sales of those vehicles during those periods. This has been experienced at
some of our dealerships from time to time. Adverse conditions affecting these and other important aspects of manufacturers� operations and
public relations may adversely affect our ability to sell their automobiles and, as a result, significantly and detrimentally affect our profitability.

Our business could be materially adversely impacted by the bankruptcy of a major vehicle manufacturer or related lender. For example:

� a manufacturer in bankruptcy could attempt to terminate all or certain of our franchises, in which case we may not receive adequate
compensation for our franchises;
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� consumer demand for such manufacturer�s products could be materially adversely affected;

� a lender in bankruptcy could attempt to terminate our floorplan financing and demand repayment of any amounts outstanding;

� we may be unable to arrange financing for our customers for their vehicle purchases and leases through such lender, in which case we
would be required to seek financing with alternate financing sources, which may be difficult to obtain on similar terms, if at all;

� we may be unable to collect some or all of our significant receivables that are due from such manufacturer or lender, and we may be
subject to preference claims relating to payments made by such manufacturer or lender prior to bankruptcy; and

� such manufacturer may be relieved of its indemnification obligations with respect to product liability claims.
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Additionally, any such bankruptcy may result in us being required to incur impairment charges with respect to the inventory, fixed assets and
intangible assets related to certain dealerships, which could adversely impact our results of operations, financial condition and our ability to
remain in compliance with the financial ratios contained in our debt agreements. Tens of billions of dollars of U.S. government support were
provided to Chrysler, General Motors and Ally Financial (formerly known as GMAC), and we believe that this support mitigated the potential
adverse impacts to us resulting from the Chrysler and General Motors bankruptcies. There can be no assurance that U.S. government support
will be provided to the same extent or at all in the event of another bankruptcy of a major vehicle manufacturer or related lender. As a result, the
potential adverse impact on our financial condition and results of operations could be worse in a manufacturer or related lender bankruptcy that
is not financially supported by the U.S. government.

Manufacturer stock ownership restrictions may impair our ability to maintain or renew franchise or dealer agreements or issue additional
equity.

Some of our franchise and dealer agreements prohibit transfers of any ownership interests of a dealership and, in some cases, its parent, without
prior approval of the applicable manufacturer. A number of manufacturers impose restrictions on the transferability of our Class A common
stock and our ability to maintain franchises if a person acquires a significant percentage of the voting power of our common stock. Our existing
franchise and dealer agreements could be terminated if a person or entity acquires a substantial ownership interest in us or acquires voting power
above certain levels without the applicable manufacturer�s approval. Violations of these levels by an investor are generally outside of our control
and may result in the termination or non-renewal of existing franchise or dealer agreements or impair our ability to negotiate new franchise or
dealer agreements for dealerships we acquire in the future. In addition, if we cannot obtain any requisite approvals on a timely basis, we may not
be able to issue additional equity or otherwise raise capital on terms acceptable to us. These restrictions may also prevent or deter a prospective
acquirer from acquiring control of us.

The current holders of our Class B common stock maintain voting control over us. However, we are unable to prevent our stockholders from
transferring shares of our common stock, including transfers by holders of the Class B common stock. If such transfer results in a change in
control, it could result in the termination or non-renewal of one or more of our existing franchise or dealer agreements, the triggering of
provisions in our agreements with certain manufacturers requiring us to sell our dealerships franchised with such manufacturers and/or a default
under our credit arrangements.

We depend on manufacturers to supply us with sufficient numbers of popular and profitable new models.

Manufacturers typically allocate their vehicles among dealerships based on the sales history of each dealership. Supplies of popular new vehicles
may be limited by the applicable manufacturer�s production capabilities. Popular new vehicles that are in limited supply typically produce the
highest profit margins. We depend on manufacturers to provide us with a desirable mix of popular new vehicles. Our operating results may be
materially adversely affected if we do not obtain a sufficient supply of these vehicles.

A decline in the quality of vehicles we sell, or consumers� perception of the quality of those vehicles, may adversely affect our business.

Our business is highly dependent on consumer demand and preferences. Events such as manufacturer recalls, negative publicity or legal
proceedings related to these events may have a negative impact on the products we sell. If such events are significant, the profitability of our
dealerships related to those manufacturers� could be adversely affected and we could experience a material adverse effect on our overall results of
operations, financial position and cash flows.

18

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

Table of Contents 34



Table of Contents

Risks Related to Our Growth Strategy

Pursuant to the terms of the 2011 Credit Facilities, our ability to make acquisitions is restricted.

Pursuant to the 2011 Credit Facilities, we are restricted from making dealership acquisitions in any fiscal year if the aggregate cost of all such
acquisitions occurring in any fiscal year is in excess of $50.0 million, or if the aggregate cost of such acquisitions is in excess of $175.0 million
during the term of the agreement, without the written consent of the Required Lenders (as that term is defined in the 2011 Credit Facilities).
With this restriction on our ability to make acquisitions, our growth strategy may be limited. In addition, we may have to forfeit the opportunity
to acquire profitable dealerships at attractive valuations.

We may not be able to capitalize on real estate and dealership acquisition opportunities because our ability to obtain capital to fund these
acquisitions is limited.

We intend to finance our real estate and dealership acquisitions with cash generated from operations, through issuances of our stock or debt
securities and through borrowings under credit arrangements. We may not be able to obtain additional financing by issuing stock or debt
securities due to the market price of our Class A common stock, overall market conditions or covenants under our 2011 Credit Facilities that
restrict our ability to issue additional indebtedness, or the need for manufacturer consent to the issuance of equity securities. Using cash to
complete acquisitions could substantially limit our operating or financial flexibility.

In addition, we are dependent to a significant extent on our ability to finance our new and certain of our used vehicle inventory with �floor plan
financing.� Floor plan financing arrangements allow us to borrow money to buy a particular new vehicle from the manufacturer or a used vehicle
on trade-in or at auction and pay off the loan when we sell that particular vehicle. We must obtain floor plan financing or obtain consents to
assume existing floor plan financing in connection with our acquisition of dealerships.

Substantially all the assets of our dealerships are pledged to secure the indebtedness under our Silo Floor Plan Facilities and the 2011 Credit
Facilities. These pledges may impede our ability to borrow from other sources. Moreover, because the identified manufacturer-affiliated finance
subsidiaries are either owned by or affiliated with BMW, Mercedes, Ford and Toyota, respectively, any deterioration of our relationship with the
particular manufacturer-affiliated finance subsidiary could adversely affect our relationship with the affiliated manufacturer, and vice-versa.

Manufacturers� restrictions on acquisitions could limit our future growth.

We are required to obtain the approval of the applicable manufacturer before we can acquire an additional franchise of that manufacturer. In
determining whether to approve an acquisition, manufacturers may consider many factors such as our financial condition and CSI scores.
Obtaining manufacturer approval of acquisitions also takes a significant amount of time, typically three to five months. We cannot assure you
that manufacturers will approve future acquisitions or do so on a timely basis, which could impair the execution of our acquisition strategy.

Certain manufacturers also limit the number of its dealerships that we may own, our national market share of that manufacturer�s products or the
number of dealerships we may own in a particular geographic area. In addition, under an applicable franchise or dealer agreement or under state
law, a manufacturer may have a right of first refusal to acquire a dealership that we seek to acquire.

A manufacturer may condition approval of an acquisition on the implementation of material changes in our operations or extraordinary corporate
transactions, facilities improvements or other capital expenditures. If we are unable or unwilling to comply with these conditions, we may be
required to sell the assets of that manufacturer�s dealerships or terminate our franchise or dealer agreement.

19

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

Table of Contents 35



Table of Contents

Failure to effectively integrate acquired dealerships with our existing operations could adversely affect our future operating results.

Our future operating results depend on our ability to integrate the operations of acquired dealerships with our existing operations. In particular,
we need to integrate our management information systems, procedures and organizational structures, which can be difficult. Our growth strategy
has focused on the pursuit of strategic acquisitions that either expand or complement our business.

We cannot assure you that we will effectively and profitably integrate the operations of these dealerships without substantial costs, delays or
operational or financial problems, due to:

� the difficulties of managing operations located in geographic areas where we have not previously operated;

� the management time and attention required to integrate and manage newly acquired dealerships;

� the difficulties of assimilating and retaining employees;

� the challenges of keeping customers; and

� the challenge of retaining or attracting appropriate dealership management personnel.
These factors could have a material adverse effect on our financial condition and results of operations.

We may not adequately anticipate all of the demands that growth through acquisitions will impose.

When we resume a strategy of acquiring other dealerships, we will face risks commonly encountered with growth through acquisitions. These
risks include, but are not limited to:

� incurring significantly higher capital expenditures and operating expenses;

� failing to assimilate the operations and personnel of acquired dealerships;

� entering new markets with which we are unfamiliar;

� potential undiscovered liabilities and operational difficulties at acquired dealerships;

� disrupting our ongoing business;

� diverting our management resources;

� failing to maintain uniform standards, controls and policies;
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� impairing relationships with employees, manufacturers and customers as a result of changes in management;

� increased expenses for accounting and computer systems, as well as integration difficulties;

� failure to obtain a manufacturer�s consent to the acquisition of one or more of its franchises or renew the franchise or dealer agreement
on terms acceptable to us; and

� incorrectly valuing entities to be acquired.
We may not adequately anticipate all of the demands that growth will impose on our systems, procedures and structures.

We may not be able to reinstitute our acquisition strategy without the costs of future acquisitions escalating.

We have grown our business primarily through acquisitions in the past. We may not be able to consummate any future acquisitions at acceptable
prices and terms or identify suitable candidates. In addition, increased competition for acquisition candidates could result in fewer acquisition
opportunities for us and higher acquisition prices. The magnitude, timing, pricing and nature of future acquisitions will depend upon various
factors, including:

� the availability of suitable acquisition candidates;
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� competition with other dealer groups for suitable acquisitions;

� the negotiation of acceptable terms with the seller and with the manufacturer;

� our financial capabilities and ability to obtain financing on acceptable terms;

� our stock price; and

� the availability of skilled employees to manage the acquired companies.
We may not be able to determine the actual financial condition of dealerships we acquire until after we complete the acquisition and take
control of the dealerships.

The operating and financial condition of acquired businesses cannot be determined accurately until we assume control. Although we conduct
what we believe to be a prudent level of investigation regarding the operating and financial condition of the businesses we purchase, in light of
the circumstances of each transaction, an unavoidable level of risk remains regarding the actual operating condition of these businesses.
Similarly, many of the dealerships we acquire, including some of our largest acquisitions, do not have financial statements audited or prepared in
accordance with generally accepted accounting principles. We may not have an accurate understanding of the historical financial condition and
performance of our acquired entities. Until we actually assume control of business assets and their operations, we may not be able to ascertain
the actual value or understand the potential liabilities of the acquired entities and their operations.

Risks Related to the Automotive Retail Industry

Increasing competition among automotive retailers reduces our profit margins on vehicle sales and related businesses. Further, the use of
the internet in the vehicle purchasing process could materially adversely affect us.

Automobile retailing is a highly competitive business. Our competitors include publicly and privately owned dealerships, some of which are
larger and have greater financial and marketing resources than we do. Many of our competitors sell the same or similar makes of new and used
vehicles that we offer in our markets at competitive prices. We do not have any cost advantage in purchasing new vehicles from manufacturers
due to economies of scale or otherwise. We typically rely on advertising, merchandising, sales expertise, service reputation and dealership
location to sell new vehicles. Our revenues and profitability could be materially adversely affected if manufacturers decide to enter the retail
market directly.

Our F&I business and other related businesses, which have higher margins than sales of new and used vehicles, are subject to strong competition
from various financial institutions and other third parties.

The internet has become a significant part of the sales process in our industry. Customers are using the internet to compare pricing for vehicles
and related F&I services, which may further reduce margins for new and used vehicles and profits for related F&I services. If internet new
vehicle sales are allowed to be conducted without the involvement of franchised dealers, our business could be materially adversely affected. In
addition, other dealership groups have aligned themselves with services offered on the internet or are investing heavily in the development of
their own internet capabilities, which could materially adversely affect our business.

Our franchise and dealer agreements do not grant us the exclusive right to sell a manufacturer�s product within a given geographic area. Our
revenues or profitability could be materially adversely affected if any of our manufacturers award franchises to others in the same markets where
we operate or if existing franchised dealers increase their market share in our markets.

We may face increasingly significant competition as we strive to gain market share through acquisitions or otherwise. Our operating margins
may decline over time as we expand into markets where we do not have a leading position.
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Our dealers depend upon new vehicle sales and, therefore, their success depends in large part upon customer demand for the particular
vehicles they carry.

The success of our dealerships depends in large part on the overall success of the vehicle lines they carry. New vehicle sales generate the
majority of our total revenue and lead to sales of higher-margin products and services such as finance, insurance, vehicle protection products and
other aftermarket products, and parts and service operations. Although we have sought to limit our dependence on any one vehicle brand, and
our parts and service operations and used vehicle sales may serve to offset some of this risk, we have focused our new vehicle sales operations in
mid-line import and luxury brands.

Our business will be harmed if overall consumer demand suffers from a severe or sustained downturn.

Our business is heavily dependent on consumer demand and preferences. Retail vehicle sales are cyclical and historically have experienced
periodic downturns characterized by oversupply and weak demand. These cycles are often dependent on economic conditions, consumer
confidence, the level of discretionary personal income and credit availability. Deterioration in any of these conditions may have a material
adverse effect on our retail business, particularly sales of new and used automobiles.

In addition, severe or sustained increases in gasoline prices may lead to a reduction in automobile purchases or a shift in buying patterns from
luxury and sport utility vehicle models (which typically provide higher margins to retailers) to smaller, more economical vehicles (which
typically have lower margins).

A decline of available financing in the lending market may adversely affect our vehicle sales volume.

A significant portion of vehicle buyers, particularly in the used car market, finance their purchases of automobiles. Sub-prime lenders have
historically provided financing for consumers who, for a variety of reasons including poor credit histories and lack of down payment, do not
have access to more traditional finance sources. In the event lenders further tighten their credit standards or there is a further decline in the
availability of credit in the lending market, the ability of these consumers to purchase vehicles could be limited which could have a material
adverse effect on our business, revenues and profitability.

Our business may be adversely affected by import product restrictions and foreign trade risks that may impair our ability to sell foreign
vehicles profitably.

A significant portion of our new vehicle business involves the sale of vehicles, parts or vehicles composed of parts that are manufactured outside
the United States. As a result, our operations are subject to customary risks of importing merchandise, including fluctuations in the relative
values of currencies, import duties, exchange controls, trade restrictions, work stoppages and general political and socio-economic conditions in
other countries. The United States or the countries from which our products are imported may, from time to time, impose new quotas, duties,
tariffs or other restrictions, or adjust presently prevailing quotas, duties or tariffs, which may affect our operations and our ability to purchase
imported vehicles and/or parts at reasonable prices.

Natural disasters and adverse weather events can disrupt our business.

Our stores are concentrated in states and regions in the United States, including Florida, Texas, Oklahoma and California, in which actual or
threatened natural disasters and severe weather events (such as hurricanes, earthquakes, fires, landslides, and hail storms) may disrupt our store
operations, which may adversely impact our business, results of operations, financial condition and cash flows. In addition to business
interruption, the automotive retailing business is subject to substantial risk of property loss due to the significant concentration of property
values at store locations. Although we have, subject to certain deductibles, limitations, and exclusions, substantial insurance, we cannot assure
you that we will not be exposed to uninsured or underinsured losses that could have a material adverse effect on our business, financial
condition, results of operations, or cash flows.
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In addition, the automotive manufacturing supply chain spans the globe. As such, supply chain disruptions resulting from natural disasters and
adverse weather events may affect the flow of inventory or parts to us or our manufacturing partners. Such disruptions could have a material
adverse effect on our business, financial condition, results of operations, or cash flows.

The seasonality of our business may adversely affect our operating results.

Our business is subject to seasonal variations in revenues. In our experience, demand for automobiles is lowest during the first quarter of each
year. We therefore receive a disproportionate amount of revenues in the second, third and fourth quarters and expect our revenues and operating
results to be lower in the first quarter. Consequently, if conditions surface during the second, third and fourth quarters that impair vehicle sales,
such as higher fuel costs, depressed economic conditions or similar adverse conditions, our revenues for the year could be adversely affected.

Through our strategy of employing technology to operate efficiently, make informed business decisions and better serve our customers, we
have invested in internal and external business applications that are subject to cyber-security risks.

These cyber-security risks include, but are not limited to:

� vulnerability to cyber attack of our internal or externally hosted business applications;

� interruption of service or access to systems may affect our ability to deliver vehicles or complete transactions with customers;

� unauthorized access or theft of customer or employee personal confidential information;

� disruption of communications (both internally and externally) that may affect the quality of information used to make informed business
decisions;

� damage to our reputation as a result of a breach in security that affected the financial security of our customers;

� unauthorized access to strategically sensitive data; and

� unauthorized access to financial accounts.
Significant technology-related business functions that are outsourced include:

� payroll and human resources management systems;

� customer relationship management;

� dealer management and financial reporting systems;

� inventory management system;
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� consumer credit application management;

� e-commerce hosting;

� marketing campaign management;

� fund transfers/ACH/online banking;

� expense reimbursement management;

� IP telephony; and

� WAN/LAN administration (switch & router configuration).
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We have attempted to mitigate the cyber-security risk of both our internal and outsourced functions by evaluating our internal controls and the
controls of our third-party technology and systems partners. However, a breach in our or our business partners� controls could have a material
adverse effect on our financial condition, results of operations or cash flows.

General Risks Related to Investing in Our Securities

Concentration of voting power and anti-takeover provisions of our charter, bylaws, Delaware law and our franchise and dealer agreements
may reduce the likelihood of any potential change of control.

Our common stock is divided into two classes with different voting rights. This dual class stock ownership allows the present holders of the
Class B common stock to control us. Holders of Class A common stock have one vote per share on all matters. Holders of Class B common
stock have 10 votes per share on all matters, except that they have only one vote per share on any transaction proposed or approved by the Board
of Directors or a Class B common stockholder or otherwise benefiting the Class B common stockholders constituting a:

� �going private� transaction;

� disposition of substantially all of our assets;

� transfer resulting in a change in the nature of our business; or

� merger or consolidation in which current holders of common stock would own less than 50% of the common stock following such
transaction.

The holders of Class B common stock (which include O. Bruton Smith, Sonic�s Chairman, Chief Executive Officer and Director, his family
members and entities they control) currently hold less than a majority of our outstanding common stock, but a majority of our voting power.
This may prevent or discourage a change of control of us even if the action was favored by holders of Class A common stock.

Our charter and bylaws make it more difficult for our stockholders to take corporate actions at stockholders� meetings. In addition, stock options,
restricted stock and restricted stock units granted under our 1997 Stock Option Plan and 2004 Stock Incentive Plan become immediately
exercisable or automatically vest upon a change in control. Delaware law also makes it difficult for stockholders who have recently acquired a
large interest in a company to consummate a business combination transaction with the company against its directors� wishes. Finally, restrictions
imposed by our franchise and dealer agreements may impede or prevent any potential takeover bid. Our franchise and dealer agreements allow
the manufacturers the right to terminate the agreements upon a change of control of our company and impose restrictions upon the transferability
of any significant percentage of our stock to any one person or entity who may be unqualified, as defined by the manufacturer, to own one of its
dealerships. The inability of a person or entity to qualify with one or more of our manufacturers may prevent or seriously impede a potential
takeover bid. In addition, provisions of our lending arrangements create an event of default on a change in control. A change in control would
also allow the holders of our 5.0% Convertible Notes to exercise a put option contained in those notes which could also materially and adversely
affect our liquidity position. These agreements, corporate governance documents and laws may have the effect of delaying or preventing a
change in control or preventing stockholders from realizing a premium on the sale of their shares if we were acquired.

The outcome of legal and administrative proceedings we are or may become involved in could have a material adverse effect on our future
business, results of operations, financial condition and cash flows.

We are involved, and expect to continue to be involved, in numerous legal and administrative proceedings arising out of the conduct of our
business, including regulatory investigations and private civil actions brought by plaintiffs purporting to represent a potential class or for which a
class has been certified.
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Several private civil actions have been filed against us and several of our dealership subsidiaries that purport to represent classes of customers as
potential plaintiffs and make allegations that certain products sold in the finance and insurance departments were done so in a deceptive or
otherwise illegal manner. One of these private civil actions was filed on November 15, 2004 in South Carolina state court, York County Court of
Common Pleas, against us and some of our South Carolina subsidiaries. The plaintiffs in that lawsuit were Misty J. Owens, James B. Wright,
Vincent J. Astey and Joseph Lee Williams, on behalf of themselves and all other persons similarly situated, with plaintiffs seeking monetary
damages and injunctive relief on behalf of the purported class. The group of plaintiffs� attorneys representing the plaintiffs in the South Carolina
lawsuit also filed another private civil class action lawsuit against us and certain of our subsidiaries on February 14, 2005 in state court in North
Carolina, Lincoln County Superior Court, which similarly sought certification of a multi-state class of plaintiffs and alleged that certain products
sold in the finance and insurance departments were done so in a deceptive or otherwise illegal manner. The plaintiffs in this North Carolina
lawsuit were Robert Price, Carolyn Price, Marcus Cappelletti and Kelly Cappelletti, on behalf of themselves and all other persons similarly
situated, with plaintiffs seeking monetary damages and injunctive relief on behalf of the purported class. The South Carolina state court action
and the North Carolina state court action were subsequently consolidated into a single proceeding in private arbitration before the American
Arbitration Association (the �Arbitrator�). On November 12, 2008, claimants in the consolidated arbitration filed a Motion for Class Certification
as a national class action including all of the states in which we operate dealerships except Florida. Claimants are seeking monetary damages and
injunctive relief on behalf of this class of customers. The parties have briefed and argued the issue of class certification.

On July 19, 2010, the Arbitrator issued a Partial Final Award on Class Certification, certifying a class which includes all customers who, on or
after November 15, 2000, purchased or leased from one of our dealerships a vehicle with the Etch product as part of the transaction, but not
including customers who purchased or leased such vehicles from one of our dealerships in Florida. The Partial Final Award on Class
Certification is not a final decision on the merits of the action. The merits of Claimants� assertions and potential damages would still have to be
proven through the remainder of the arbitration. The Arbitrator stayed the Arbitration for thirty days to allow either party to petition a court of
competent jurisdiction to confirm or vacate the award. On July 22, 2010, the plaintiffs in this consolidated arbitration filed a Motion to Confirm
the Arbitrator�s Partial Final Award on Class Certification in state court in North Carolina, Lincoln County Superior Court. On August 17, 2010,
we removed this North Carolina state court action to federal court, and simultaneously filed a Petition to Vacate the Arbitrator�s Partial Final
Award on Class Certification, with both filings made in the United Stated District Court for the Western District of North Carolina.

On August 12, 2011, the United States District Court for the Western District of North Carolina issued an Order granting our Petition to Vacate
Arbitration Award on Class Certification and denied Claimant�s Motion to Dismiss the same. Claimants filed a Notice of Appeal to the United
States Fourth Circuit Court of Appeals on September 12, 2011. The federal court�s stay of the arbitration proceeding remains in force. At a
mediation held January 16, 2012, our company reached an agreement with the Claimants to settle this ongoing dispute in its entirety. This
agreement is subject to formal documentation and court approval. In the event that such formal documentation is completed and court approval
is received, such a settlement would not have a material adverse effect on our future results of operations, financial condition and cash flows.

Although we vigorously defend ourself in all legal and administrative proceedings, the outcomes of pending and future proceedings arising out
of the conduct of our business, including litigation with customers, employment related lawsuits, contractual disputes, class actions, purported
class actions and actions brought by governmental authorities, cannot be predicted with certainty. An unfavorable resolution of one or more of
these matters could have a material adverse effect on our business, financial condition, results of operations, cash flows or prospects.
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Our business may be adversely affected by claims alleging violations of laws and regulations in our advertising, sales and finance and
insurance activities.

Our business is highly regulated. In the past several years, private plaintiffs and state attorney generals have increased their scrutiny of
advertising, sales, and finance and insurance activities in the sale and leasing of motor vehicles. The conduct of our business is subject to
numerous federal, state and local laws and regulations regarding unfair, deceptive and/or fraudulent trade practices (including advertising,
marketing, sales, insurance, repair and promotion practices), truth-in-lending, consumer leasing, fair credit practices, equal credit opportunity,
privacy, insurance, motor vehicle finance, installment finance, closed-end credit, usury and other installment sales. Claims arising out of actual
or alleged violations of law may be asserted against us or any of our dealers by individuals, either individually or through class actions, or by
governmental entities in civil or criminal investigations and proceedings. Such actions may expose us to substantial monetary damages and legal
defense costs, injunctive relief and criminal and civil fines and penalties, including suspension or revocation of our licenses and franchise or
dealer agreements to conduct dealership operations.

Our business may be adversely affected by unfavorable conditions in our local markets, even if those conditions are not prominent
nationally.

Our performance is subject to local economic, competitive, weather and other conditions prevailing in geographic areas where we operate. We
may not be able to expand geographically and any geographic expansion may not adequately insulate us from the adverse effects of local or
regional economic conditions. In addition, due to the provisions and terms contained in our operating lease agreements, we may not be able to
relocate a dealership operation to a more favorable location without incurring significant costs or penalties.

The loss of key personnel and limited management and personnel resources could adversely affect our operations and growth.

Our success depends to a significant degree upon the continued contributions of our management team, particularly our senior management, and
service and sales personnel. Additionally, franchise or dealer agreements may require the prior approval of the applicable manufacturer before
any change is made in dealership general managers. We do not have employment agreements with certain members of our senior management
team, our dealership managers and other key dealership personnel. Consequently, the loss of the services of one or more of these key employees
could have a material adverse effect on our results of operations.

In addition, as we expand we may need to hire additional managers. The market for qualified employees in the industry and in the regions in
which we operate, particularly for general managers and sales and service personnel, is highly competitive and may subject us to increased labor
costs during periods of low unemployment. The loss of the services of key employees or the inability to attract additional qualified managers
could have a material adverse effect on our results of operations. In addition, the lack of qualified management or employees employed by
potential acquisition candidates may limit our ability to consummate future acquisitions.

Governmental regulation and environmental regulation compliance costs may adversely affect our profitability.

We are subject to a wide range of federal, state and local laws and regulations, such as local licensing requirements, retail financing and
consumer protection laws and regulations, and wage-hour, anti-discrimination and other employment practices laws and regulations. Our
facilities and operations are also subject to federal, state and local laws and regulations relating to environmental protection and human health
and safety, including those governing wastewater discharges, air emissions, the operation and removal of underground and aboveground storage
tanks, the use, storage, treatment, transportation, release, recycling and disposal of solid and hazardous materials and wastes and the cleanup of
contaminated property or water. The violation of these laws and regulations can result in administrative, civil or criminal penalties against us or
in a cease and desist order
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against our operations that are not in compliance. Our future acquisitions may also be subject to regulation, including antitrust reviews. We
believe that we comply in all material respects with all laws and regulations applicable to our business, but future regulations may be more
stringent and require us to incur significant additional compliance costs.

Our past and present business operations are subject to environmental laws and regulations. We may be required by these laws to pay the full
amount of the costs of investigation and/or remediation of contaminated properties, even if we are not at fault for disposal of the materials or if
such disposal was legal at the time. Like many of our competitors, we have incurred, and will continue to incur, capital and operating
expenditures and other costs in complying with these laws and regulations. In addition, soil and groundwater contamination exists at certain of
our properties. We cannot assure you that our other properties have not been or will not become similarly contaminated. In addition, we could
become subject to potentially material new or unforeseen environmental costs or liabilities because of our acquisitions.

Climate change legislation or regulations restricting emission of �greenhouse gases� could result in increased operating costs and reduced
demand for the vehicles we sell.

On December 15, 2009, the U.S. Environmental Protection Agency (�EPA�) published its findings that emissions of carbon dioxide, methane and
other �greenhouse gases� present an endangerment to public health and the environment because emissions of such gases are, according to the
EPA, contributing to warming of the earth�s atmosphere and other climatic changes. These findings allow the EPA to adopt and implement
regulations that would restrict emissions of greenhouse gases under existing provisions of the federal Clean Air Act. Accordingly, the EPA has
proposed regulations that would require a reduction in emissions of greenhouse gases from motor vehicles and could trigger permit review for
greenhouse gas emissions from certain stationary sources. In addition, on October 30, 2009, the EPA published a final rule requiring the
reporting of greenhouse gas emissions from specified large greenhouse gas emission sources in the United States, including facilities that emit
more than 25,000 tons of greenhouse gases on an annual basis, beginning in 2011 for emissions occurring in 2010. At the state level, more than
one-third of the states, either individually or through multi-state regional initiatives, already have begun implementing legal measures to reduce
emissions of greenhouse gases. The adoption and implementation of any regulations imposing reporting obligations on, or limiting emissions of
greenhouse gases from, our equipment and operations or from the vehicles that we sell could adversely affect demand for those vehicles and
require us to incur costs to reduce emissions of greenhouse gases associated with our operations.

Potential conflicts of interest between us and our officers or directors could adversely affect our future performance.

O. Bruton Smith serves as the chairman and chief executive officer of SMI. Accordingly, we compete with SMI for the management time of
Mr. Smith.

We have in the past and will likely in the future enter into transactions with Mr. Smith, entities controlled by Mr. Smith or our other affiliates.
We believe that all of our existing arrangements with affiliates are as favorable to us as if the arrangements were negotiated between unaffiliated
parties, although the majority of these transactions have neither been verified by third parties in that regard nor are likely to be so verified in the
future. Potential conflicts of interest could arise in the future between us and our officers or directors in the enforcement, amendment or
termination of arrangements existing between them.

We may be subject to substantial withdrawal liability assessments in the future related to a multi-employer pension plan to which certain of
our dealerships make contributions pursuant to collective bargaining agreements.

Six of our dealership subsidiaries in Northern California currently make fixed-dollar contributions to the Automotive Industries Pension Plan
(the �AI Pension Plan�) pursuant to collective bargaining agreements
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between our subsidiaries and the International Association of Machinists (the �IAM�) and the International Brotherhood of Teamsters (the �IBT�).
The AI Pension Plan is a �multi-employer pension plan� as defined under the Employee Retirement Income Security Act of 1974, as amended, and
our six dealership subsidiaries are among approximately 240 employers that make contributions to the AI Pension Plan pursuant to collective
bargaining agreements with the IAM and IBT. In June 2006, we received information that the AI Pension Plan was substantially underfunded as
of December 31, 2005. In July 2007, we received updated information that the AI Pension Plan continued to be substantially underfunded as of
December 31, 2006, with the amount of such underfunding increasing versus year end 2005. In March 2008, the Board of Trustees of the AI
Pension Plan notified participants, participating employers and local unions that the AI Pension Plan�s actuary, in accordance with the
requirements of the federal Pension Protection Act of 2006, had issued a certification that the AI Pension Plan is in Critical Status effective with
the plan year commencing January 1, 2008. As of April 2011, the AI Pension Plan remained in Critical Status for the plan year beginning
January 1, 2011. In conjunction with the AI Pension Plan�s Critical Status, the Board of Trustees of the AI Pension Plan adopted a Rehabilitation
Plan that implements reductions or eliminations of certain adjustable benefits that were previously available under the AI Pension Plan
(including some forms of early retirement benefits, and disability and death benefits, among other items), and also implements a requirement on
all participating employers to increase employer contributions to the AI Pension Plan for a seven year period commencing in 2013. Under
applicable federal law, any employer contributing to a multi-employer pension plan that completely ceases participating in the plan while the
plan is underfunded is subject to payment of such employer�s assessed share of the aggregate unfunded vested benefits of the plan. In certain
circumstances, an employer can be assessed withdrawal liability for a partial withdrawal from a multi-employer pension plan. In addition, if the
financial condition of the AI Pension Plan were to continue to deteriorate to the point that the AI Pension Plan is forced to terminate and be
assumed by the Pension Benefit Guaranty Corporation (the �PBGC�), the participating employers could be subject to assessments by the PBGC to
cover the participating employers� assessed share of the unfunded vested benefits. If any of these adverse events were to occur in the future, it
could result in a substantial withdrawal liability assessment that could have a material adverse effect on our business, financial condition, results
of operations or cash flows.

A change in historical experience and/or assumptions used to estimate reserves could have a material impact on our earnings.

As described in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Use of Estimates and Critical
Accounting Policies,� management relies on estimates in various areas of accounting and financial reporting. For example, our estimates for
finance, insurance and service contracts and insurance reserves are based on historical experience. Differences between actual results and our
historical experiences and/or our assumptions could have a material impact on our earnings in the period of the change and in periods subsequent
to the change.

Impairment of our goodwill could have a material adverse impact on our earnings.

Pursuant to applicable accounting pronouncements, we evaluate goodwill for impairment annually or more frequently if an event occurs or
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. We describe the
process for testing goodwill more thoroughly in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations
� Use of Estimates and Critical Accounting Policies.� If we determine that the amount of our goodwill is impaired at any point in time, we are
required to reduce goodwill on our balance sheet. If goodwill of our single reporting unit is impaired based on a future impairment test, we will
be required to record a significant non-cash impairment charge that may also have a material adverse effect on our results of operations for the
period in which the impairment of goodwill occurs. As of December 31, 2011, our balance sheet reflected a carrying amount of approximately
$468.5 million in goodwill.

Item 1B:    Unresolved Staff Comments

None.
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Item 2:    Properties.

Our principal executive offices are located at a property owned by us at 4401 Colwick Road, Charlotte, North Carolina 28211, and our telephone
number is (704) 566-2400.

Our dealerships are generally located along major U.S. or interstate highways. One of the principal factors we consider in evaluating an
acquisition candidate is its location. We prefer to acquire dealerships or build dealership facilities located along major thoroughfares, which can
be easily visited by prospective customers.

We lease the majority of the properties utilized by our dealership operations from affiliates of Capital Automotive REIT (�CARS�) and other
individuals and entities. The properties utilized by our dealership operations that are owned by us or one of our subsidiaries are pledged as
security for our 2011 Credit Facilities or mortgage financing arrangements. We believe that our facilities are adequate for our current needs.

Under the terms of our franchise and dealer agreements, each of our dealerships must maintain an appropriate appearance and design of its
dealership facility and is restricted in its ability to relocate.

Item 3:    Legal Proceedings.

Several private civil actions have been filed against us and several of our dealership subsidiaries that purport to represent classes of customers as
potential plaintiffs and make allegations that certain products sold in the finance and insurance departments were done so in a deceptive or
otherwise illegal manner. One of these private civil actions was filed on November 15, 2004 in South Carolina state court, York County Court of
Common Pleas, against us and some of our South Carolina subsidiaries. The plaintiffs in that lawsuit were Misty J. Owens, James B. Wright,
Vincent J. Astey and Joseph Lee Williams, on behalf of themselves and all other persons similarly situated, with plaintiffs seeking monetary
damages and injunctive relief on behalf of the purported class. The group of plaintiffs� attorneys representing the plaintiffs in the South Carolina
lawsuit also filed another private civil class action lawsuit against us and certain of our subsidiaries on February 14, 2005 in state court in North
Carolina, Lincoln County Superior Court, which similarly sought certification of a multi-state class of plaintiffs and alleged that certain products
sold in the finance and insurance departments were done so in a deceptive or otherwise illegal manner. The plaintiffs in this North Carolina
lawsuit were Robert Price, Carolyn Price, Marcus Cappelletti and Kelly Cappelletti, on behalf of themselves and all other persons similarly
situated, with plaintiffs seeking monetary damages and injunctive relief on behalf of the purported class. The South Carolina state court action
and the North Carolina state court action were subsequently consolidated into a single proceeding in private arbitration before the American
Arbitration Association (the �Arbitrator�). On November 12, 2008, claimants in the consolidated arbitration filed a Motion for Class Certification
as a national class action including all of the states in which we operate dealerships except Florida. Claimants are seeking monetary damages and
injunctive relief on behalf of this class of customers. The parties have briefed and argued the issue of class certification.

On July 19, 2010, the Arbitrator issued a Partial Final Award on Class Certification, certifying a class which includes all customers who, on or
after November 15, 2000, purchased or leased from one of our dealerships a vehicle with the Etch product as part of the transaction, but not
including customers who purchased or leased such vehicles from one of our dealerships in Florida. The Partial Final Award on Class
Certification is not a final decision on the merits of the action. The merits of Claimants� assertions and potential damages would still have to be
proven through the remainder of the arbitration. The Arbitrator stayed the Arbitration for thirty days to allow either party to petition a court of
competent jurisdiction to confirm or vacate the award. On July 22, 2010, the plaintiffs in this consolidated arbitration filed a Motion to Confirm
the Arbitrator�s Partial Final Award on Class Certification in state court in North Carolina, Lincoln County Superior Court. On August 17, 2010,
we removed this North Carolina state court action to federal court, and simultaneously filed a Petition to Vacate the Arbitrator�s Partial Final
Award on Class Certification, with both filings made in the United Stated District Court for the Western District of North Carolina.
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On August 12, 2011, the United States District Court for the Western District of North Carolina issued an Order granting our Petition to Vacate
Arbitration Award on Class Certification and denied Claimant�s Motion to Dismiss the same. Claimants filed a Notice of Appeal to the United
States Fourth Circuit Court of Appeals on September 12, 2011. The federal court�s stay of the arbitration proceeding remains in force. At a
mediation held January 16, 2012, our company reached an agreement with the Claimants to settle this ongoing dispute in its entirety. This
agreement is subject to formal documentation and court approval. In the event that such formal documentation is completed and court approval
is received, such a settlement would not have a material adverse effect on our future results of operations, financial condition and cash flows.

We are involved, and expect to continue to be involved, in numerous legal and administrative proceedings arising out of the conduct of our
business, including regulatory investigations and private civil actions brought by plaintiffs purporting to represent a potential class or for which a
class has been certified. Although we vigorously defend ourself in all legal and administrative proceedings, the outcomes of pending and future
proceedings arising out of the conduct of our business, including litigation with customers, employment related lawsuits, contractual disputes,
class actions, purported class actions and actions brought by governmental authorities, cannot be predicted with certainty. Similarly, except as
reflected in reserves we have provided for in other accrued liabilities in the accompanying Consolidated Balance Sheets, we are currently unable
to estimate a range of reasonably possible loss, or a range of reasonably possible loss in excess of the amount accrued, for pending proceedings.
An unfavorable resolution of one or more of these matters could have a material adverse effect on our business, financial condition, results of
operations, cash flows or prospects.

Item 4: Mine Safety Disclosures.
Not applicable.

PART II

Item 5: Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Our Class A common stock is currently traded on the NYSE under the symbol �SAH.� Our Class B Common Stock is not traded on a public
market.

As of February 21, 2012, there were 40,623,650 shares of our Class A common stock and 12,029,375 shares of our Class B common stock
outstanding. As of February 21, 2012, there were 94 record holders of the Class A common stock and three record holders of the Class B
common stock. The closing stock price for the Class A common stock on February 21, 2012 was $16.87.

Our Board of Directors approved four quarterly cash dividends on all outstanding shares of common stock totaling $0.10 per share during the
year ended December 31, 2011. In the fourth quarter ended December 31, 2010, our Board of Directors approved a cash dividend on all
outstanding shares of common stock of $0.025 per share. No dividends were declared in the year ended December 31, 2009. Subsequent to
December 31, 2011, our Board of Directors approved a cash dividend on all outstanding shares of common stock of $0.025 per share for
stockholders of record on March 15, 2012 to be paid on April 15, 2012. The declaration and payment of any future dividend is subject to the
business judgment of our Board of Directors, taking into consideration our historic and projected results of operations, financial condition, cash
flows, capital requirements, covenant compliance, share repurchases, current economic environment and other factors considered by our
direction to be relevant. These factors are considered each quarter and will be scrutinized as our Board of Directors determines our future
dividend policy. There is no guarantee that additional dividends will be declared and paid at any time in the future. See Note 6, �Long-Term Debt,�
to the accompanying Consolidated Financial Statements and Item 7, �Management�s Discussion and Analysis of Financial Condition and Results
of Operations � Liquidity and Capital Resources,� for additional discussion of dividends and for a description of restrictions on the payment of
dividends.
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The following table sets forth the high and low closing sales prices for our Class A common stock for each calendar quarter during the periods
indicated as reported by the NYSE Composite Tape and the dividends declared during such periods.

Market Price Cash
Dividend
DeclaredHigh Low

2011
Fourth Quarter $ 15.80 $ 10.47 $ 0.025
Third Quarter 16.21 10.79 0.025
Second Quarter 14.80 11.75 0.025
First Quarter 15.40 12.28 0.025
2010
Fourth Quarter $ 13.64 $ 9.50 $ 0.025
Third Quarter 10.23 8.39 �
Second Quarter 13.18 8.45 �
First Quarter 12.51 9.05 �

Issuer Purchases of Equity Securities

The following table sets forth information about the shares of Class A Common Stock we repurchased during the fourth quarter ended
December 31, 2011.

Total Number of
Shares Purchased(1)

Average
Price Paid

per
Share

Total Number of
Shares Purchased as

Part of Publicly
Announced

Plans or
Programs(2)

Approximate Dollar
Value of Shares That

May Yet Be 
Purchased

Under the Plans
or

Programs
(In thousands, except per share data)

October 2011 � $ � � $ 34,399
November 2011 130 14.37 130 32,531
December 2011 1 15.20 1 32,523

Total 131 $ 14.37 131 $ 32,523

(1) All shares repurchased were part of publicly announced share repurchase programs.

(2) Our publicly announced Class A Common Stock repurchase authorizations occurred as follows:

(amounts in thousands)
November 1999 $ 25,000
February 2000 25,000
December 2000 25,000
May 2001 25,000
August 2002 25,000
February 2003 20,000
December 2003 20,000
July 2004 20,000
July 2007 30,000
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October 2007 40,000
April 2008 40,000

Total $ 295,000
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Item 6: Selected Financial Data.
This selected consolidated financial data should be read in conjunction with Item 7, �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� and the Consolidated Financial Statements and related Notes included elsewhere in this Annual Report on
Form 10-K.

We have accounted for all of our dealership acquisitions using the purchase method of accounting and, as a result, we do not include in our
Consolidated Financial Statements the results of operations of these dealerships prior to the date we acquired them. Our selected consolidated
financial data reflect the results of operations and financial positions of each of our dealerships acquired prior to December 31, 2011. As a result
of the effects of our acquisitions and other potential factors in the future, the historical consolidated financial information described in selected
consolidated financial data is not necessarily indicative of the results of our operations and financial position in the future or the results of
operations and financial position that would have resulted had such acquisitions occurred at the beginning of the periods presented in the
selected consolidated financial data.

Year Ended December 31,
2011 2010 2009 2008 2007

(In millions, except per share data)
Income Statement Data(1):
Total revenues $ 7,871.3 $ 6,880.8 $ 6,055.3 $ 6,900.2 $ 7,767.0
Impairment charges $ 1.2 $ 0.2 $ 23.5 $ 812.0 $ 0.9
Income (loss) from continuing operations before income taxes $ 126.0 $ 78.4 $ 27.9 $ (756.1) $ 172.1
Income (loss) from continuing operations $ 77.6 $ 95.9 $ 57.2 $ (633.8) $ 104.6
Basic earnings (loss) per share from continuing operations $ 1.46 $ 1.82 $ 1.29 $ (15.70) $ 2.44
Diluted earnings (loss) per share from continuing operations $ 1.31 $ 1.58 $ 1.07 $ (15.70) $ 2.36
Consolidated Balance Sheet Data(1):
Total assets(2) $ 2,339.6 $ 2,250.8 $ 2,068.9 $ 2,405.5 $ 3,282.7
Current maturities of long-term debt $ 11.6 $ 9.1 $ 24.0 $ 738.4 $ 4.2
Total long-term debt $ 547.6 $ 555.5 $ 576.1 $ 738.4 $ 678.4
Total long-term liabilities (including long-term debt) $ 671.8 $ 689.5 $ 717.2 $ 809.6 $ 915.8
Cash dividends declared per common share $ 0.10 $ 0.025 $ � $ 0.48 $ 0.48

(1) As discussed in Item 7, �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Liquidity and Capital
Resources,� and Notes 2, 5 and 6 to the accompanying Consolidated Financial Statements, impairment charges, business combinations and
dispositions and debt refinancings have had a material impact on our reported historical consolidated financial information.

(2) The decrease from December 31,2007 to December 31, 2008 is primarily related to a goodwill impairment charge recorded in the year
ended December 31, 2008.

Item 7: Management�s Discussion and Analysis of Financial Condition and Results of Operations.
2011 Events

In March 2011, a powerful earthquake off the coast of Japan produced a massive tsunami, affecting certain east coast regions of Japan. The
effects of the earthquake and tsunami caused widespread damage and destruction of property and localized disruption of the power supply.
These events disrupted our Japanese manufacturer partners� supply-chain and vehicle production capacity. As Japan continues to focus on
recovering from this natural disaster, it is uncertain as to the continuing effects this event may have on these manufacturer partners� supply-chain
and production. These events did not affect our business in the first quarter ended March 31, 2011, but in the remaining quarters of the year,
these events resulted in lower allocations of new vehicle inventory from the Japanese brands, which affected new vehicle revenues, new vehicle
gross margins, consumer brand preferences and our ability to source used inventory through trades. We believe these effects were prolonged by
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the flooding in Thailand during the fourth quarter ended December 31,2011. It is difficult to quantify the overall impact of these events on our
results of operations for the year ended December 31, 2011. We are beginning to see improvement in new vehicle inventory allocations from the
Japanese import brands; however, it is still uncertain when inventory levels will return to normal and how these events will impact our business
in the first quarter of 2012 and beyond.

On July 8, 2011, we entered into an amended and restated syndicated revolving credit agreement (the �2011 Revolving Credit Facility�) and a
syndicated floor plan credit facility (the �2011 Floor Plan Facility�). The 2011 Revolving Credit Facility and 2011 Floor Plan Facility (collectively
the �2011 Credit Facilities�) are scheduled to mature on August 15, 2016. The provisions of the 2011 Credit Facilities extended the term of the
previous syndicated credit facilities that were scheduled to mature on August 15, 2012, increased the borrowing capacity under the previous
existing syndicated credit facilities by $234.0 million and modified certain covenant and compliance calculations on a prospective basis.

During the year ended December 31, 2011 we redeemed the remaining $42.9 million in aggregate principal amount of our 8.625% Senior
Subordinated Notes due 2013 (the �8.625% Notes�) using cash on hand. See Note 6, �Long-Term Debt,� to the accompanying Consolidated
Financial Statements for further discussion of the 8.625% Notes. During the year ended December 31, 2011, we repurchased approximately
$17.4 million of the aggregate outstanding principal amount of the 5.0% Convertible Senior Notes due 2029 which are redeemable by us and
which may be put to us by the holders after October 1, 2014 under certain circumstances (the �5.0% Convertible Notes�) and recorded a loss on
repurchase of approximately $0.9 million recorded in other expense, net, in the accompanying Consolidated Statements of Income. See Note 6,
�Long-Term Debt,� to the accompanying Consolidated Financial Statements for further discussion of the 5% Convertible Notes.

As a result of these refinancing and repurchase activities, other than principal payments due on mortgage notes and certain term notes, we do not
have another significant debt maturity until the earliest redemption date of the 5.0% Convertible Notes in 2014, the maturity of the 2011 Credit
Facilities in 2016 or the maturity of the aggregate principal amount outstanding of the 9.0% Senior Subordinated Notes due 2018 (the �9.0%
Notes�) in 2018.

The following discussion and analysis of the results of operations and financial condition should be read in conjunction with the Sonic
Automotive, Inc. and Subsidiaries Consolidated Financial Statements and the related Notes thereto appearing elsewhere in this Annual Report on
Form 10-K. The financial and statistical data contained in the following discussion for all periods presented reflects our December 31, 2011
classification of dealerships between continuing and discontinued operations in accordance with �Presentation of Financial Statements� in the
Accounting Standards Codification (the �ASC�).

Overview

We are one of the largest automotive retailers in the United States. As of December 31, 2011, we operated 119 dealerships in 15 states
(representing 30 different brands of cars and light trucks) and 23 collision repair centers. As a result of the way we manage our business, we
have a single operating segment for purposes of reporting financial condition and results of operations.

Our dealerships provide comprehensive services including sales of both new and used cars and light trucks, sales of replacement parts,
performance of vehicle maintenance, manufacturer warranty repairs, paint and collision repair services, and arrangement of extended service
contracts, financing, insurance and other aftermarket products for our customers. Although vehicle sales are cyclical and are affected by many
factors, including overall economic conditions, consumer confidence, levels of discretionary personal income, interest rates and available credit,
our parts, service and collision repair services are not closely tied to vehicle sales and are not as dependent upon near-term sales volume.

The automobile industry�s total amount of new vehicles sold increased by 9.5% to 12.7 million vehicles in the year ended December 31, 2011
from 11.6 million vehicles in the year ended December 31, 2010. From an

33

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

Table of Contents 52



Table of Contents

industry perspective, new vehicle unit sales on a year-over-year basis increased 6.3% for import brands and 14.8% for domestic brands. Average
industry expectations for new vehicle sales volume for the year ending December 31, 2012 are between 13.0 million and 14.0 million vehicles
which, if realized, would be an increase of 2.4% to 10.2% from the industry volume for the year ended December 31, 2011. Changes in
consumer confidence, availability of consumer financing or changes in the financial stability of the automotive manufacturers could cause 2012
industry results to vary. Many factors such as brand and geographic concentrations have caused our past results to differ from the industry�s
overall trend.

Use of Estimates and Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Critical accounting policies are those that are both most important to the portrayal of our financial position and results of operations and require
the most subjective and complex judgments. The following is a discussion of what we believe are our critical accounting policies and estimates.
See Note 1, �Description of Business and Summary of Significant Accounting Policies,� to the accompanying Consolidated Financial Statements
for additional discussion regarding our accounting policies.

Finance, Insurance and Service Contracts

We arrange financing for customers through various financial institutions and receive a commission from the lender either in a flat fee amount or
in an amount equal to the difference between the actual interest rates charged to customers and the predetermined base rates set by the financing
institution. We also receive commissions from the sale of various insurance contracts and non-recourse third party extended service contracts to
customers. Under these contracts, the applicable manufacturer or third party warranty company is directly liable for all warranties provided
within the contract.

In the event a customer terminates a financing, insurance or extended service contract prior to the original termination date, we may be required
to return a portion of the commission revenue originally recorded to the third party provider (�chargebacks�). The commission revenue for the sale
of these products and services is recorded net of estimated chargebacks at the time of sale. Our estimate of future chargebacks is established
based on our historical chargeback rates, termination provisions of the applicable contracts and industry data. While chargeback rates vary
depending on the type of contract sold, a 100 basis point change in the estimated chargeback rates used in determining our estimates of future
chargebacks would have changed our estimated reserve for chargebacks at December 31, 2011 by approximately $0.9 million. Our estimate of
chargebacks ($11.1 million as of December 31, 2011) is influenced by early contract termination events such as vehicle repossessions,
refinancings and early pay-offs. If these factors negatively change, the resulting impact would affect our future estimate for chargebacks and
could have a negative adverse impact on our operations, financial position and cash flows. Our actual chargeback experience has not been
materially different from our recorded estimates.

Goodwill and Franchise Assets

In accordance with �Intangibles � Goodwill and Other,� in the ASC, we test goodwill for impairment at least annually, or more frequently when
events or circumstances indicate that impairment might have occurred. The ASC also states that if an entity determines, based on an assessment
of certain qualitative factors, that it is not more likely than not that the fair value of a reporting unit is less than its carrying amount, then the first
and second steps of the goodwill impairment test are unnecessary. As of December 31, 2011, we concluded based on qualitative factors that it
was more likely than not that the fair value of our reporting unit was greater than its carrying value. Accordingly, a step one evaluation was not
required in conjunction with our annual impairment
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evaluation in the year ended December 31, 2011. See Note 1, �Description of Business and Summary of Significant Accounting Policies,� to the
accompanying Consolidated Financial Statements for further discussion. As a result of our impairment testing for the years ended December 31,
2011 and 2010, no goodwill impairment was required. The balance of our goodwill totaled approximately $468.5 million at December 31, 2011.

In accordance with �Intangibles � Goodwill and Other,� in the ASC, we test franchise assets for impairment annually or more frequently if events or
circumstances indicate possible impairment. We estimate the value of our franchise assets using a discounted cash flow model. The discounted
cash flow model used contains inherent uncertainties, including significant estimates and assumptions related to growth rates, projected earnings
and cost of capital. We are subject to financial risk to the extent that our franchise assets become impaired due to deterioration of the underlying
businesses. The risk of a franchise asset impairment loss may increase to the extent the underlying businesses� earnings or projected earnings
decline. As a result of our impairment testing for the years ended December 31, 2011 and 2010, no franchise asset impairments were required.
The balance of our franchise assets totaled approximately $64.8 million at December 31, 2011.

Insurance Reserves

We have various high deductible retention and insurance programs that require us to make estimates in determining the ultimate liability we may
incur for claims arising under these programs. We accrue for insurance reserves on a pro-rata basis throughout the year based on the expected
year-end liability. We estimate the ultimate liability under these programs is between $20.8 million and $23.0 million. As of December 31, 2011,
we had $22.2 million reserved for such programs. Changes in significant assumptions used in the development of the ultimate liability for these
programs could have a material impact on the level of reserves, our operating results, financial position and cash flows. These significant
assumptions would include the volume of claims, medical cost trends, claims handling and reporting patterns, historical claims experience, the
effect of related court rulings and current or projected changes in state laws. From a sensitivity analysis perspective, it is difficult to quantify the
effect of changes in any of these significant assumptions with the exception of the volume of claims. We believe a 10% change in the volume of
claims would have a proportional effect on our reserves. We believe our actual loss experience has not been materially different from our
recorded estimates.

Lease Exit Accruals

The majority of our dealership properties are leased under long-term operating lease arrangements. When leased properties are no longer utilized
in operations, we record lease exit accruals. These situations could include the relocation of an existing facility or the sale of a dealership where
the buyer will not be subleasing the property for either the remaining term of the lease or for an amount equal to our obligation under the lease,
or in situations where a store is closed as a result of the associated franchise being terminated by the manufacturer and no other operations
continue on the leased property. The lease exit accruals represent the present value of the lease payments, net of estimated sublease rentals, for
the remaining life of the operating leases and other accruals necessary to satisfy lease commitments to the landlords. As of December 31, 2011,
we had $39.1 million accrued for lease exit costs. A significant change in our assumptions regarding the time period necessary to obtain a
subtenant or the amount of the anticipated sublease income could have a material effect on our accrual and, as a result, earnings. For example,
assuming all other factors remain the same, a 50% decrease in our estimated proceeds from subleases would change our lease exit accruals by
approximately $1.0 million. In addition, based on the terms and conditions negotiated in the sale of dealerships in the future, additional accruals
may be necessary if the purchaser of the dealership does not assume any associated lease, or we are unable to negotiate a sublease with the buyer
of the dealership on terms that are identical to or better than those associated with the original lease.

Legal Proceedings

We are involved, and expect to continue to be involved, in numerous legal proceedings arising out of the conduct of our business, including
litigation with customers, employment related lawsuits, contractual disputes
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and actions brought by governmental authorities. As of December 31, 2011, we had accrued approximately $7.3 million in legal reserves.
Although we vigorously defend ourself in all legal and administrative proceedings, the outcomes of pending and future proceedings arising out
of the conduct of our business, including litigation with customers, employment related lawsuits, contractual disputes, class actions, purported
class actions and actions brought by governmental authorities, cannot be predicted with certainty. An unfavorable resolution of one or more of
these matters that are significant could exceed the amount of our legal reserve and have a material adverse effect on our business, financial
condition, results of operations, cash flows or prospects.

Classification of Dealerships in Continuing and Discontinued Operations

We classify the results from operations of our continuing and discontinued operations in our Consolidated Statements of Income based on the
provisions of �Presentation of Financial Statements� in the ASC. Many of these provisions involve judgment in determining whether a dealership
will be reported as continuing or discontinued operations. Such judgments include whether a dealership will be sold or terminated, the period
required to complete the disposition and the likelihood of changes to a plan for sale. If in future periods we determine that a dealership should be
either reclassified from continuing operations to discontinued operations or from discontinued operations to continuing operations, previously
reported Consolidated Statements of Income will be reclassified in order to reflect that classification. At December 31, 2011, there were no
dealerships classified as held for sale.

Income Taxes

As a matter of course, we are regularly audited by various taxing authorities and from time to time these audits result in proposed assessments
where the ultimate resolution may result in us owing additional taxes. We believe that our tax positions comply, in all material respects, with
applicable tax law and that we have adequately provided for any reasonably foreseeable outcome related to these matters. At December 31,
2011, there was approximately $18.6 million in reserves that we have provided for these matters (including estimates related to possible interest
and penalties) included in accrued liabilities and other long-term liabilities in the accompanying Consolidated Balance Sheets. From time to
time, we engage in transactions in which the tax consequences may be subject to uncertainty. Examples of such transactions include business
acquisitions and disposals, including consideration paid or received in connection with such transactions. Significant judgment is required in
assessing and estimating the tax consequences of these transactions. We determine whether it is more-likely-than-not that a tax position will be
sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the position. In
evaluating whether a tax position has met the more-likely-than-not recognition threshold, we presume that the position will be examined by the
appropriate taxing authority that has full knowledge of all relevant information. A tax position that does not meet the more-likely-than-not
recognition threshold is measured to determine the amount of benefit to be recognized in the financial statements. The tax position is measured
at the largest amount of benefit that is likely of being realized upon ultimate settlement.

We adjust our estimates periodically because of ongoing examinations by and settlements with the various taxing authorities, as well as changes
in tax laws, regulations and precedent. The effects on our financial statements of income tax uncertainties are discussed in Note 7, �Income
Taxes,� to the accompanying Consolidated Financial Statements.

We continually review all deferred tax asset positions (including state net operating loss carryforwards) to determine whether it is
more-likely-than-not that the deferred tax assets will be utilized. Certain factors considered in evaluating the potential for realization of deferred
tax assets include the time remaining until expiration (related to state net operating loss carryforwards) and various sources of taxable income
that may be available under the tax law to realize a tax benefit related to a deferred tax asset. This evaluation requires management to make
certain assumptions about future profitability, the execution of tax strategies that may be available to us and the likelihood that these
assumptions or execution of tax strategies would occur. This
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evaluation is highly judgmental. The results of future operations, regulatory framework of these taxing authorities and other related matters
cannot be predicted with certainty. Therefore, actual realization of these deferred tax assets may be materially different from management�s
estimate.

As of December 31, 2011 and 2010, we had a valuation allowance recorded totaling $10.8 million and $10.9 million, respectively, related to
certain state net operating loss carryforwards as it was likely that we would not be able to generate sufficient state taxable income in the related
entities to utilize the accumulated net operating loss carryforward balances. During the years ended December 31, 2010 and 2009, we reduced
the recorded valuation allowance amount by $51.0 million and $54.4 million, respectively. These changes were the result of the use of certain
state net operating loss carryforwards as well as a change in estimate that we would be able to ultimately realize the benefits of recorded deferred
tax balances. These changes in estimate were primarily driven by the improvement experienced in our operating results, the overall improvement
of the automotive retailing industry and the expectation that our results and those of the automotive retailing industry would continue to improve
in the future.

We accrue for income taxes on a pro-rata basis throughout the year based on the expected year end liability. These estimates, judgments and
assumptions are made quarterly by our management based on available information and take into consideration estimated income taxes based on
prior year income tax returns, changes in income tax law, our income tax strategies and other factors. If our management receives information
which causes us to change our estimate of the year end liability, the amount of expense or expense reduction required to be recorded in any
particular quarter could be material to our operating results, financial position and cash flows.

Recent Accounting Pronouncements

In September 2011, the Financial Accounting Standards Board (�FASB�) issued an accounting standard update that amends the accounting
guidance on goodwill impairment testing. The amendments in this accounting standard update allow an entity to make a qualitative evaluation
about the likelihood of goodwill impairment to determine whether it should calculate the fair value of a reporting unit. The amendments also
improve previous guidance by expanding upon the examples of events and circumstances that an entity should consider between annual
impairment tests in determining whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount. The
amendments in this accounting standard update are effective for interim and annual goodwill impairment tests performed for fiscal years
beginning after December 15, 2011. The early adoption of this accounting standard update did not have an impact on our consolidated financial
position, results of operations, or cash flows, as it was intended to simplify the assessment for goodwill impairment.

In September 2011, the FASB issued an accounting standard update that requires employers that participate in multiemployer pension plans to
provide additional quantitative and qualitative disclosures. The amended disclosures provide users with more detailed information about an
employer�s involvement in multiemployer pension plans and are effective for annual periods ending after December 15, 2011. Six of our
dealerships participate in multiemployer pension plans. The adoption of this accounting standard update did not have an impact on our
consolidated financial position, results of operations, or cash flows, as it only required certain additional disclosures.

In June 2011, the FASB issued an accounting standard update which requires the presentation of components of other comprehensive income
with the components of net income in either (1) a continuous statement of comprehensive income that contains two sections: net income and
other comprehensive income; or (2) two separate but consecutive statements. This accounting standard update eliminates the option to present
components of other comprehensive income as part of the statement of shareholders� equity, and is effective for interim and annual periods
beginning after December 15, 2011. The early adoption of this accounting standard update did not have an impact on our consolidated financial
position, results of operations, or cash flows, as it only required a change in the format of our current presentation of comprehensive income.
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In May 2011, the FASB issued an accounting standard update that amends the accounting standard on fair value measurements. The accounting
standard update provides for a consistent definition and measurement of fair value, as well as similar disclosure requirements between U.S.
generally accepted accounting principles and International Financial Reporting Standards. The accounting standard update changes certain fair
value measurement principles, clarifies the application of existing fair value measurement, and expands the fair value measurement disclosure
requirements, particularly for Level 3 fair value measurements. The amendments in this accounting standard update are to be applied
prospectively and are effective for interim and annual periods beginning after December 15, 2011 (early adoption is not permitted for public
companies). The adoption of this accounting standard update will not materially affect our consolidated financial statements or disclosures.

Results of Operations

The following table summarizes the percentages of total revenues represented by certain items reflected in our Consolidated Statements of
Income:

Percentage of Total Revenue
for the Year Ended December 31,

    2011        2010        2009    
Revenues:
New vehicles 54.1% 53.0% 53.3% 
Used vehicles 25.9% 25.8% 24.0% 
Wholesale vehicles 2.2% 2.2% 2.4% 
Parts, service and collision repair 15.0% 16.4% 17.7% 
Finance, insurance and other 2.8% 2.6% 2.6% 

Total revenue 100.0% 100.0% 100.0% 
Cost of sales(1) 84.6% 83.8% 82.9% 

Gross profit 15.4% 16.2% 17.1% 
Selling, general and administrative expenses 12.2% 13.0% 13.7% 
Impairment charges 0.0% 0.0% 0.4% 
Depreciation and amortization 0.5% 0.5% 0.6% 

Operating income (loss) 2.7% 2.7% 2.4% 
Interest expense, floor plan 0.2% 0.3% 0.3% 
Interest expense, other, net 0.8% 1.0% 1.3% 
Interest expense, non-cash, convertible debt 0.1% 0.1% 0.0% 
Interest expense / amortization, non-cash, cash flow swaps 0.0% 0.1% 0.2% 
Other income (expense), net 0.0% 0.1% 0.1% 

Income (loss) from continuing operations before income taxes 1.6% 1.1% 0.5% 

Provision for income taxes � benefit (expense) (0.6%) 0.3% 0.4% 

Income (loss) from continuing operations 1.0% 1.4% 0.9% 

(1) The cost of sales line item includes the cost of new and used vehicles, vehicle parts and all costs directly linked to servicing customer
vehicles.

During the year ended December 31, 2011, we did not dispose of any dealerships and, at December 31, 2011, had no dealerships held for sale.
We disposed of 7 and 12 dealerships, respectively, in each of the years ended December 31, 2010 and 2009. The results of operations of these
dealerships, including gains or losses on disposition, are included in discontinued operations on the accompanying Consolidated Statements of
Income for all periods presented.
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The following discussions are based on reported figures. Same store amounts do not vary significantly from reported totals since there were no
significant dealership acquisitions in the years ended December 31, 2011 and 2010.

Impairments and Other Charges

For the year ended December 31, 2010, our results of operations were negatively impacted by the effects of hail storms in our Mid-Atlantic
market. We estimate the overall impact (physical damage and business interruption) for the year ended December 31, 2010 lowered pre-tax
earnings by approximately $0.6 million.

During the year ended December 31, 2011, we recorded a charge of approximately $6.8 million in connection with exiting certain facility leases
that are no longer being used for operations and adjustments to accruals for ongoing litigation. Of the $27.6 million recorded in discontinued
operations in the year ending December 31, 2009, $11.4 million relates to lease exit accruals for our General Motors dealerships which were
terminated by the manufacturer in the fourth quarter ended December 31, 2009.

Annually, we review franchise asset and property and equipment valuations. Based on historical and projected operating losses for certain
continuing operating dealerships, we determined that certain dealerships would not be able to recover recorded franchise asset and property and
equipment asset balances and that we would not complete certain capital projects at these stores. As such, we partially or fully impaired the
franchise asset, property and equipment asset values as well as costs for construction in progress for those stores. Further, as a result of lowering
the estimates of expected proceeds from the sale of certain dealerships held for sale based on market conditions, we recorded franchise asset,
property and equipment and other asset impairment charges in discontinued operations. For the year ended December 31, 2011, we recorded
$1.2 million of impairment related to property and equipment and construction in progress in continuing operations. See the table below for the
amounts and classification of the charges recorded for the years ended December 31, 2011, 2010 and 2009.

In accordance with �Intangibles � Goodwill and Other,� in the ASC, we test goodwill for impairment at least annually, or more frequently when
events or circumstances indicate that impairment might have occurred. For the year ended December 31, 2009, we recorded goodwill
impairment charges due to the determination that a portion of the goodwill was not recoverable, based on estimated proceeds, while certain
dealership operations were held for sale. For additional discussion of goodwill impairment testing, see Note 1, �Description of Business and
Summary of Significant Accounting Policies,� to the accompanying Consolidated Financial Statements.

We entered into interest rate swap agreements to effectively convert a portion of our LIBOR�based variable rate debt to a fixed rate, in order to
reduce our exposure to market risks from fluctuations in interest rates. Certain of our cash flow swaps do not meet the criteria for hedge
accounting; therefore, changes in the fair value of these swaps are recognized through earnings. As a result, non-cash charges were recorded in
interest expense, non-cash, cash flow swaps in the accompanying Consolidated Statements of Income related to the non-hedging swaps and
amortization of amounts in accumulated other comprehensive income (loss) related to other terminated cash flow swaps. For the year ended
December 31, 2009, the $0.5 million charge shown in the table below includes an $11.8 million non-cash charge related to non-hedging and
terminated cash flow swaps as discussed above, partially offset by a non-cash benefit of $11.3 million related to the extinguishment of the
derivative liability associated with the redemption of the 6.0% Senior Secured Convertible Notes due 2012 (the �6.0% Convertible Notes�). See
Note 1, �Description of Business and Summary of Significant Accounting Policies,� to the accompanying Consolidated Financial Statements for
further discussion of our cash flow swaps.

In the year ended December 31, 2009, we recorded $12.0 million of debt restructuring charges. Of the $12.0 million, $6.6 million related to the
amendment to our then existing syndicated revolving credit facility and floor plan facility executed March 31, 2009 and $5.4 million related to
the loan cost amortization on our 6.0% Convertible Notes, which we repurchased in October 2009.
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For the year ended December 31, 2011, other income (expense), net, includes a loss of approximately $0.9 million on the repurchase of $17.4
million in aggregate principal amount of the 5.0% Convertible Notes and a loss of approximately $0.2 million on redemption of the remaining
$42.9 million in aggregate principal amount of the 8.625% Notes. We recorded a loss on extinguishment of debt of approximately $7.7 million
in the year ended December 31, 2010, related to the retirement of $232.1 million in aggregate principal amount of the 8.625% Notes. For the
year ended December 31, 2009, other income (expense), net, includes a gain of approximately $0.4 million on the repurchase of a portion of the
4.25% Convertible Senior Subordinated Notes due 2010 (the �4.25% Convertible Notes�) at a discount and a gain of approximately $0.1 million
related to the derecognition of liability and equity components of the 4.25% Convertible Notes upon repurchase of a portion of the 4.25%
Convertible Notes during the third quarter ended September 30, 2009. These gains were offset by a loss of approximately $7.2 million related to
the write-off of the unamortized debt discount associated with the redemption of the 6.0% Convertible Notes during the fourth quarter ended
December 31, 2009, resulting in a net loss on debt extinguishment of approximately $6.7 million. See Note 6, �Long-Term Debt,� to the
accompanying Consolidated Financial Statements for further discussion.

During the year ended December 31, 2010, the $48.2 million benefit shown in the table below includes a reduction of the recorded valuation
allowance amount related to our deferred tax asset balances of approximately $51.0 million, partially offset by other tax items. This was the
result of the use of certain state net operating loss carryforwards as well as a change in estimate that we will be able to ultimately realize the
benefits of recorded deferred tax asset balances.

During the year ended December 31, 2009, the $47.4 million benefit (continuing operations and discontinued operations combined) shown in the
table below includes a reduction of the recorded valuation allowance amount related to our deferred tax asset balances of approximately $54.4
million ($44.2 million in continuing operations and $10.2 million in discontinued operations), partially offset by other tax items. This reduction
in the valuation allowance balance was primarily driven by the assumption that state net operating loss carryforwards would be realizable and
changes in assumptions related to the overall realization of net deferred tax asset balances.
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The amount and location of the pre-tax (other than for the income tax related adjustments) items discussed above in the accompanying
Consolidated Statements of Income are presented in the following table:

Continuing Operations for
the Year Ended
December 31,

2011 2010 2009
(In millions)

Selling, general & administrative expenses
Hail storm related expenses $ � $ 0.6 $ �
Lease adjustments and other accruals 6.8 � 1.1
Franchise tax assessment � � 2.9

Total selling, general & administrative expenses 6.8 0.6 4.0
Impairment charges
Property impairment charges 1.2 0.2 18.1
Goodwill impairment charges � � 1.1
Franchise agreement and other asset impairment charges � � 4.3

Total impairment charges 1.2 0.2 23.5
Interest expense
Cash-flow swap ineffectiveness, mark-to-market and amortization charges � 4.9 0.5
Debt restructuring charges � 1.5 12.0

Total interest expense � 6.4 12.5
Other (income) expense
Loss on debt extinguishment � 7.7 6.7
Income tax related adjustments
Valuation allowances and other tax adjustment expense (benefit) � (48.2) (41.3) 

Discontinued Operations for
the Year Ended
December 31,

2011 2010 2009
(In millions)

Selling, general & administrative expenses
Lease adjustments and other accruals $ (0.8) $ 0.9 $ 27.6
Impairment charges
Property impairment charges � � 5.0
Goodwill impairment charges � � 1.6
Franchise agreement and other asset impairment charges � � �
Favorable lease asset impairment charges � � �

Total impairment charges � � 6.6
Income tax related adjustments
Valuation allowances and other tax adjustment expense (benefit) � � (6.1) 

New Vehicles

New vehicle revenues include the sale of new vehicles to retail customers, as well as the sale of fleet vehicles. New vehicle revenues are highly
dependent on manufacturer incentives for consumers, which vary from cash-back incentives to low interest rate financing. New vehicle revenues
are also dependent on manufacturers providing adequate vehicle allocations to meet customer demands and the availability of consumer credit.
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The automobile manufacturing industry is cyclical and historically has experienced periodic downturns characterized by oversupply and weak
demand. As an automotive retailer, we seek to mitigate the effects of this cyclicality by maintaining a diverse brand mix of dealerships. Our
brand diversity allows us to offer a broad range of products at a wide range of prices from lower priced, or economy vehicles, to luxury vehicles.
For the year ended December 31, 2011, 82.7% of our total new vehicle revenue was generated by mid-line import and luxury dealerships,
compared to 84.2% and 83.7% for the years ended December 31, 2010 and 2009, respectively.

The industry volume below reflects a blended average of all brands marketed or sold in the United States market. The United States industry
volume includes brands we do not sell and markets in which we do not operate.

Year Ended December 31,

% Change

Year Ended December 31,

2011 2010 2010 2009 % Change
(in millions of vehicles)

Industry Volume 12.7 11.6 9.5% 11.6 10.4 11.5% 

Source: Bloomberg Financial Markets, via Stephens Inc.

During the year ended December 31, 2011, we experienced an increase in customer traffic at our dealerships compared to the prior year. We
believe this was caused in part by the improved overall economic conditions in the year ended December 31, 2011. Average industry volume
expectations for the year ending December 31, 2012 are currently between 13.0 million and 14.0 million vehicles which, if realized, would be an
increase of 2.4% to 10.2% from the industry volume for the year ended December 31, 2011. Following is information related to our new vehicle
sales:

Year Ended December 31, Better / (Worse)
2011 2010 Change % Change

(In thousands, except units and per unit data)
Revenue $ 4,260,270 $ 3,646,200 $ 614,070 16.8% 
Gross profit $ 268,998 $ 237,071 $ 31,927 13.5% 
Unit sales 122,758 107,151 15,607 14.6% 
Revenue per unit $ 34,705 $ 34,029 $ 676 2.0% 
Gross profit per unit $ 2,191 $ 2,212 $ (21) (0.9%) 
Gross profit as a % of revenue 6.3% 6.5% (20)bps 

Year Ended December 31, Better / (Worse)

2010 2009 Change
%

Change
(In thousands, except units and per unit data)

Revenue $ 3,646,200 $ 3,229,948 $ 416,252 12.9% 
Gross profit $ 237,071 $ 219,158 $ 17,913 8.2% 
Unit sales 107,151 99,361 7,790 7.8% 
Revenue per unit $ 34,029 $ 32,507 $ 1,522 4.7% 
Gross profit per unit $ 2,212 $ 2,206 $ 6 0.3% 
Gross profit as a % of revenue 6.5% 6.8% (30)bps 

The increase in new vehicle revenue for the year ended December 31, 2011 was primarily driven by a 14.6% increase in our new unit sales
volume compared to the prior year, which outpaced the industry new unit sales volume increase of 9.5% compared to the prior year. Our new
unit volume increase for the year ended December 31, 2011 was led by our BMW/Mini and General Motors (excluding Cadillac) dealerships,
which combined to account for 47.7% of the year-over-year increase. For the year ended December 31, 2011, the majority of our brands
outperformed their local market peer group for their respective brand.

Our major Japanese brands (Honda, Toyota/Scion and Lexus) suffered in the year ended December 31, 2011 as a result of inventory supply
reductions caused by the impact of the earthquake and tsunami that struck Japan in
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March 2011. However, gross profit dollars from our major Japanese brands increased 9.1% on a 3.1% increase in new vehicle revenue and flat
unit sales volume. The gross profit dollar benefit was partially due to a reduced supply of certain models in inventory which resulted in favorable
pricing. We believe that one benefit of the lower supply of certain Japanese inventory was that several of our other mid-line import brands
experienced a significant increase in their new vehicle sales, including Hyundai, Volkswagen and Kia, compared to the year ended
December 31, 2010.

Our luxury stores (which include Cadillac) experienced a 15.0% increase in new vehicle revenue in the year ended December 31, 2011
compared to the prior year, primarily due to a 14.6% increase in new unit sales volume. New vehicle gross profit was up 14.4% compared to the
prior year, primarily due to new unit sales volume increases at our BMW/Mini and Audi dealerships.

Our domestic stores (which exclude Cadillac) experienced a 28.3% increase in new vehicle revenue in the year ended December 31, 2011 as a
result of a 26.1% increase in new unit sales volume. New vehicle gross profit increased 9.5% for the year ended December 31, 2011 compared to
the prior year in spite of a 13.1% decrease in gross profit per unit. Our Ford and General Motors stores (excluding Cadillac) experienced new
unit volume growth that outperformed the industry for their respective brand.

The increase in new vehicle revenue for the year ended December 31, 2010 was driven by a 7.8% increase in our new unit sales volume
combined with a 4.7% increase in new vehicle price per unit compared to the prior year. Our new unit volume increase fell short of the industry
increase primarily due to strong improvements in Chrysler and Nissan new vehicle sales on an industry level as these two brands do not make up
a significant portion of our brand portfolio. Our new unit volume increase for the year ended December 31, 2010 was led by our BMW/Mini,
Cadillac and General Motors (excluding Cadillac) dealerships, which combined to account for 41.7% of the year-over-year increase.

For the year ended December 31, 2010, our mid-line import dealerships experienced a 6.4% increase in new unit sales volume and a 2.3%
increase in average selling price, resulting in an 8.9% increase in new vehicle revenue compared to the prior year. These improvements were led
by our Volkswagen and Hyundai stores, which increased their new unit sales volume by 24.9% and 21.7%, respectively, compared to the year
ended December 31, 2009.

Our luxury stores� new vehicle revenue increased 16.7% as a result of 12.1% higher new unit sales volume and a 4.1% increase in average selling
price for the year ended December 31, 2010, compared to the prior year. New vehicle gross profit increased 21.6% due to higher unit sales
volume and an 8.4% increase in gross profit per unit, compared to the year ended December 31, 2009. The increase in gross profit for the year
ended December 31, 2010 was led by our BMW/Mini, Cadillac and Mercedes stores, which combined to account for a 24.6% increase in gross
profit compared to the prior year.

Our domestic stores experienced a 10.1% increase in new vehicle revenue for the year ended December 31, 2010 as a result of a 4.4% increase
in new unit sales volume and a 5.5% increase in average selling price, compared to the prior year. New vehicle gross profit at our domestic
stores increased 6.7% as a result of a 4.4% increase in new unit sales volume and a 2.2% increase in gross profit per unit for the year ended
December 31, 2010 compared to the prior year, primarily driven by increases at our General Motors (excluding Cadillac) dealerships.
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Used Vehicles

Used vehicle revenues are directly affected by a number of factors including the level of manufacturer incentives on new vehicles, the number
and quality of trade-ins and lease turn-ins, the availability and pricing of used vehicles acquired at auction and the availability of consumer
credit. Following is information related to our used vehicle sales:

Year Ended December 31, Better / (Worse)
2011 2010 Change % Change

(In thousands, except units and per unit data)
Revenue $ 2,037,348 $ 1,776,581 $ 260,767 14.7% 
Gross profit $ 147,278 $ 139,620 $ 7,658 5.5% 
Unit sales 102,874 90,290 12,584 13.9% 
Revenue per unit $ 19,804 $ 19,676 $ 128 0.7% 
Gross profit per unit $ 1,432 $ 1,546 $ (114) (7.4%) 
Gross profit as a % of revenue 7.2% 7.9% (70)bps 

Year Ended December 31, Better / (Worse)

2010 2009 Change
%

Change
(In thousands, except units and per unit data)

Revenue $ 1,776,581 $ 1,451,870 $ 324,711 22.4% 
Gross profit $ 139,620 $ 123,992 $ 15,628 12.6% 
Unit sales 90,290 75,795 14,495 19.1% 
Revenue per unit $ 19,676 $ 19,155 $ 521 2.7% 
Gross profit per unit $ 1,546 $ 1,636 $ (90) (5.5%) 
Gross profit as a % of revenue 7.9% 8.5% (60)bps 

For the year ended December 31, 2011, our used vehicle unit volume increased compared to the prior year, primarily due to the continued
implementation of our standardized used vehicle merchandising process. We believe this process allows us to purchase and price our used
vehicles more competitively and market them more effectively than our competition.

The decrease in gross profit per unit for the year ended December 31, 2011, was due in part to the higher cost of units sold compared to the prior
year and our continued effort to drive used volume at our stores. Beginning in the second quarter ended June 30, 2011, new vehicle inventory
shortages from Japanese manufacturers resulted in increased demand for particular models of used vehicles, resulting in higher costs to acquire
certain used inventory as well as an increase in the sales price of specific used vehicles. Costs were also higher as a result of acquiring more used
vehicle inventory through auctions than through trades. Despite lower overall gross profit per unit, we believe we were able to drive overall
gross profit dollars higher through additional used volume, F&I product sales and the effects of higher volume on our Fixed Operations through
reconditioning activity.

For the year ended December 31, 2010, our used vehicle unit volume increased significantly compared to the prior year, primarily due to the
continued implementation of our standardized used vehicle merchandising process, as discussed above. For the year ended December 31, 2010,
gross profit per unit from used vehicles declined compared to the prior year due in part to a shift toward purchasing more vehicles from auction
because obtaining vehicles through trade did not fulfill our used inventory requirements. However, as previously mentioned, obtaining more
used vehicles from auction allowed us to better implement the standardized used vehicle merchandising process, increasing unit sales and overall
gross profit.
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Wholesale Vehicles

Wholesale vehicle revenues are highly correlated with new and used vehicle retail sales and the associated trade-in volume. Wholesale revenues
are also significantly affected by our corporate inventory management policies, which are designed to optimize our total used vehicle inventory.
Following is information related to wholesale vehicle sales:

Year Ended December 31, Better / (Worse)
2011 2010 Change % Change

(In thousands, except units and per unit data)
Revenue $ 173,569 $ 149,041 $ 24,528 16.5% 
Gross loss $ (5,788) $ (5,041) $ (747) (14.8%) 
Unit sales 26,630 24,128 2,502 10.4% 
Revenue per unit $ 6,518 $ 6,177 $ 341 5.5% 
Gross loss per unit $ (217) $ (209) $ (8) (3.8%) 
Gross loss as a % of revenue (3.3%) (3.4%) 10bps 

Year Ended December 31, Better / (Worse)

2010 2009 Change
%

Change
(In thousands, except units and per unit data)

Revenue $ 149,041 $ 147,002 $ 2,039 1.4% 
Gross loss $ (5,041) $ (5,485) $ 444 8.1% 
Unit sales 24,128 25,271 (1,143) (4.5%) 
Revenue per unit $ 6,177 $ 5,817 $ 360 6.2% 
Gross loss per unit $ (209) $ (217) $ 8 3.7% 
Gross loss as a % of revenue (3.4%) (3.7%) 30bps 

For the year ended December 31, 2011, there was an increase in wholesale revenue and wholesale unit sales, as well as an increase in wholesale
gross loss per unit, compared to the prior year. Wholesale gross loss increased primarily as a result of the increased unit sales combined with a
slightly higher gross loss per unit. Wholesale unit sales increased as a result of significant increases in new and used retail vehicle unit volumes,
which generate additional trade-in vehicle volume that we are not always able to sell as retail used vehicles and choose to sell at auction. See
previous heading, �Used Vehicles.�

For the year ended December 31, 2010, there was a decrease in wholesale unit sales compared to the prior year, in part due to an increased focus
on selling vehicles through our retail channel. Further, consumer demand increased during the year ended December 31, 2010 for certain models
of used vehicles that historically would have been wholesaled. Consequently, pre-owned vehicles were in higher demand and were sold more
quickly, resulting in lower wholesale volume. Wholesale vehicle gross loss decreased in the year ended December 31, 2010 compared to the
prior year as a result of the decreased unit sales combined with a lower gross loss per unit.

Parts, Service and Collision Repair (�Fixed Operations�)

Parts and service revenue consists of customer requested repairs (�customer pay�), warranty repairs, retail parts, wholesale parts and collision
repairs. Parts and service revenue is driven by the mix of warranty repairs versus customer pay repairs, available service capacity, vehicle
quality, customer loyalty and manufacturer warranty programs.

We believe that over time, vehicle quality will improve, but vehicle complexity will offset any revenue lost from improvement in vehicle
quality. We also believe that over the long-term we have the ability to continue to add service capacity and increase revenues. However, based
on current market conditions, we do not anticipate a near-term increase in additional service capacity. Manufacturers continue to extend new
vehicle warranty periods and have also begun to include regular maintenance items in the warranty coverage. These factors, over the
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long-term, combined with the extended manufacturer warranties on CPO vehicles (see the discussion in �Business � Business Strategy � Certified
Pre-Owned Vehicles� above), should facilitate long-term growth in our service and parts business. Barriers to long-term growth may include
reductions in the rate paid by manufacturers to dealers for warranty work performed, as well as the improved quality of vehicles that may affect
the level and frequency of future warranty related revenues.

Following is information related to Fixed Operations:

Year Ended December 31, Better / (Worse)

2011 2010 Change
%

Change
(In thousands)

Revenue
Parts $ 627,428 $ 599,348 $ 28,080 4.7% 
Service 504,359 479,759 24,600 5.1% 
Collision repair 49,856 48,947 909 1.9% 

Total $ 1,181,643 $ 1,128,054 $ 53,589 4.8% 

Gross profit
Parts $ 205,512 $ 199,850 $ 5,662 2.8% 
Service 347,617 335,377 12,240 3.6% 
Collision repair 27,058 26,833 225 0.8% 

Total $ 580,187 $ 562,060 $ 18,127 3.2% 

Gross profit as a % of revenue
Parts 32.8% 33.3% (50)bps 
Service 68.9% 69.9% (100)bps 
Collision repair 54.3% 54.8% (50)bps 

Total 49.1% 49.8% (70)bps 

Year Ended December 31, Better / (Worse)
2010 2009 Change % Change

(In thousands)
Revenue
Parts $ 599,348 $ 581,056 $ 18,292 3.1% 
Service 479,759 443,247 36,512 8.2% 
Collision repair 48,947 47,522 1,425 3.0% 

Total $ 1,128,054 $ 1,071,825 $ 56,229 5.2% 

Gross profit
Parts $ 199,850 $ 199,193 $ 657 0.3% 
Service 335,377 314,227 21,150 6.7% 
Collision repair 26,833 26,891 (58) (0.2%) 

Total $ 562,060 $ 540,311 $ 21,749 4.0% 

Gross profit as a % of revenue
Parts 33.3% 34.3% (100)bps 
Service 69.9% 70.9% (100)bps 
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Overall Fixed Operations customer pay revenue increased 3.2% and 3.0% for the years ended December 31, 2011 and 2010, respectively,
compared to the applicable prior years. Overall Fixed Operations used vehicle reconditioning revenue increased 7.2% and 15.6% for the years
ended December 31, 2011 and 2010, respectively, compared to the applicable prior years. Wholesale parts revenue also contributed to the
year-over-year improvements, increasing 9.4% and 6.4% in the years ended December 31, 2011 and 2010, respectively. Fixed Operations
customer pay revenue at our domestic, mid-line import and luxury dealerships increased 1.3%, 2.0%, and 4.4%, respectively, for the year ended
December 31, 2011, and 5.3%, 0.9%, and 3.9%, respectively, for year ended December 31, 2010, compared to the prior years.

For the year ended December 31, 2011, an increase in Fixed Operations revenue contributed approximately $26.7 million in gross profit
increase, partially offset by an $8.6 million decrease in gross profit due to a 70 basis point decline in the gross margin rate caused primarily by a
shift in the sales mix compared to the prior year. Our Fixed Operations gross profit increased approximately $21.7 million, or 4.0%, for the year
ended December 31, 2010 compared to the prior year. For the year ended December 31, 2010, an increase in Fixed Operations revenue
contributed approximately $28.2 million in gross profit increase, partially offset by a $6.5 million decrease in gross profit caused primarily by a
60 basis point decline in the gross margin rate compared to the prior year.

As of December 31, 2011, we operated 23 collision repair centers. Collision repair revenues increased 1.9% in the year ended December 31,
2011 compared to the prior year, primarily due to an 18.7% increase in sublet revenues. Collision repair revenues increased 3.0% for the year
ended December 31, 2010 compared to the prior year, primarily due to an increase in customer pay and sublet revenues of 1.3% and 14.6%,
respectively.

Finance, Insurance and Other (�F&I�)

Finance, insurance and other revenues include commissions for arranging vehicle financing and insurance, sales of third-party extended service
contracts for vehicles and other aftermarket products. In connection with vehicle financing, service contracts, other aftermarket products and
insurance contracts, we receive commissions from the providers for originating contracts.

Rate spread is another term for the commission earned by our dealerships for arranging vehicle financing for consumers. The amount of the
commission could be zero, a flat fee or an actual spread between the interest rate charged to the consumer and the interest rate provided by the
direct financing source (bank, credit union or manufacturers� captive finance company). We have established caps on the potential rate spread our
dealerships can earn with all finance sources. We believe the rate spread we earn for arranging financing represents value to the consumer in
numerous ways, including the following:

� lower cost, below-market financing is often available only from the manufacturers� captives and franchised dealers;

� generally easy access to multiple high-quality lending sources;

� lease-financing alternatives are largely available only from manufacturers� captives or other indirect lenders;

� customers with substandard credit frequently do not have direct access to potential sources of sub-prime financing; and

� customers with significant �negative equity� in their current vehicle (i.e., the customer�s current vehicle is worth less than the balance of
their vehicle loan or lease obligation) frequently are unable to pay off the loan on their current vehicle and finance the purchase or lease
of a replacement new or used vehicle without the assistance of a franchised dealer.

F&I revenues are driven by the level of new and used vehicle unit sales, manufacturer financing or leasing incentives and our F&I penetration
rate. The F&I penetration rate represents the number of finance contracts, extended service contracts, other aftermarket products or insurance
contracts that we are able to originate per
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vehicle sold, expressed as a percentage. Our finance penetration rates increased to 69.5% for the year ended December 31, 2011 from 67.8% in
the prior year. Our extended service contract penetration rates increased to 26.4% for the year ended December 31, 2011 from 26.1% in the prior
year. Further, the aftermarket products penetration rate increased to 109.8% for the year ended December 31, 2011 from 87.0% in the prior year,
meaning that we sold more than one aftermarket product per vehicle, on average, in the year ended December 31, 2011. Penetration rates were
positively impacted by a strengthening economy and increasing consumer confidence, combined with continued positive results from the
effective roll-out of our F&I best practices in the prior year.

Following is information related to F&I:

Year Ended December 31, Better / (Worse)
2011 2010 Change % Change

(In thousands, except per unit data)
Revenue $ 218,444 $ 180,968 $ 37,476 20.7% 
Gross profit per retail unit (excludes fleet) $ 1,007 $ 957 $ 50 5.2% 

Year Ended December 31, Better / (Worse)

2010 2009 Change
%

Change
(In thousands, except per unit data)

Revenue $ 180,968 $ 154,696 $ 26,272 17.0% 
Gross profit per retail unit (excludes fleet) $ 957 $ 929 $ 28 3.0% 

F&I revenues increased during the year ended December 31, 2011 compared to the prior year primarily due to an increase in total new and used
retail (excluding fleet) unit volume of 27,896 units, or 14.8%. F&I gross profit per unit improved 5.2% in the year ended December 31, 2011
compared to the prior year, primarily due to improved penetration and pricing. Finance contract gross revenue improved 23.2% for the year
ended December 31, 2011 compared to the prior year, due to a 17.7% increase in unit volume and an increase in the finance contract penetration
rate of 170 basis points. Finance contract gross revenue may be under pressure if manufacturers offer attractive financing rates from their captive
finance affiliates because we tend to earn lower commissions under these programs. Compared to the year ended December 31, 2010, combined
service and aftermarket contract revenue increased 19.1% in the year ended December 31, 2011, and total service and aftermarket contract
volume increased 38.2%.

F&I revenues increased during the year ended December 31, 2010 compared to the prior year primarily due to an increase in total new and used
retail (excluding fleet) unit volume of 22,651 units, or 13.6%, increased penetration rates and higher profit per unit. Gross profit per retail unit
increased 3.0% in the year ended December 31, 2010 compared to the prior year, primarily due to better pricing on finance contracts in the year
ended December 31, 2010 and a 19.2% increase in aftermarket products sold.

Selling, General and Administrative (�SG&A�) Expenses

SG&A expenses are comprised of four major groups: compensation expense, advertising expense, rent and rent related expense and other
expense. Compensation expense primarily relates to dealership personnel who are paid a commission or a modest salary plus commission and
support personnel who are paid a fixed salary. Commissions paid to dealership personnel typically vary depending on gross profits realized. Due
to the salary component for certain dealership and corporate personnel, gross profits and compensation expense do not change in direct
proportion to one another. Advertising expense and other expenses vary based on the level of actual or anticipated business activity and number
of dealerships owned. Rent and rent related expense typically varies with the number of dealerships owned, investments made for facility
improvements and interest rates. Although not completely correlated, we believe the best way to measure SG&A expenses are as a percentage of
gross profit.
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Following is information related to our SG&A expenses:

Year Ended December 31, Better / (Worse)
2011 2010 Change % Change

(In thousands)
Compensation $ 554,378 $ 524,972 $ (29,406) (5.6%) 
Advertising 53,311 46,908 (6,403) (13.7%) 
Rent and rent related 124,917 129,354 4,437 3.4% 
Other 219,830 195,463 (24,367) (12.5%) 

Total $ 952,436 $ 896,697 $ (55,739) (6.2%) 

SG&A as a % of gross profit
Compensation 45.8% 47.1% 130bps 
Advertising 4.4% 4.2% (20)bps 
Rent and rent related 10.3% 11.6% 130bps 
Other 18.3% 17.5% (80)bps 

Total 78.8% 80.4% 160bps 

Year Ended December 31, Better / (Worse)

2010 2009 Change
%

Change
(In thousands)

Compensation $ 524,972 $ 468,679 $ (56,293) (12.0%) 
Advertising 46,908 44,736 (2,172) (4.9%) 
Rent and rent related 129,354 129,887 533 0.4% 
Other 195,463 185,918 (9,545) (5.1%) 

Total $ 896,697 $ 829,220 $ (67,477) (8.1%) 

SG&A as a % of gross profit
Compensation 47.1% 45.4% (170)bps 
Advertising 4.2% 4.3% 10bps 
Rent and rent related 11.6% 12.6% 100bps 
Other 17.5% 18.0% 50bps 

Total 80.4% 80.3% (10)bps 
Overall SG&A expense dollars increased in the year ended December 31, 2011 compared to the prior year due to increases in revenue and gross
profit driving higher variable compensation costs and other SG&A expenses. Overall SG&A expense as a percentage of gross profit decreased
by 160 basis points from the prior year, driven primarily by our ability to leverage our fixed costs (primarily fixed compensation and rent) with
higher gross profit dollars.

Compensation costs as a percentage of gross profit decreased 130 basis points for the year ended December 31, 2011, compared to the prior
year, primarily due to higher gross profit levels in the year ended December 31, 2011, allowing us to better leverage fixed compensation cost and
benefit from continued efforts to align variable compensation with target levels of profit performance.

Compared to the year ended December 31, 2010, total advertising expense in the year ended December 31, 2011 increased in dollar amount and
as a percentage of gross profit as a result of our retail advertising strategy to increase traffic and sales activity at our stores.
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For the year ended December 31, 2011, rent and rent related expenses decreased as a percentage of gross profit compared to the prior year,
primarily due to the higher gross profit levels and the purchase of certain properties that were previously leased, partially offset by the write-off
of favorable lease assets associated with facilities that were no longer being used in operations.

Other SG&A expenses increased in the year ended December 31, 2011, compared to the prior year, primarily due to customer related costs as a
result of the higher level of sales activity, IT spending, legal expenses, increased services by outside contractors, non-income taxes, training
costs and the timing of certain insurance expenses.

Total SG&A expenses increased both in dollar amount and as a percentage of gross profit in the year ended December 31, 2010. The increase
can be attributed to the increases in revenue and gross profit as well as higher compensation costs.

For the year ended December 31, 2010, total compensation expense increased in both dollar amount and as a percentage of gross profit
compared to the prior year. Compensation costs were higher in the first half of 2010 and improved in the latter half of the year when pay plans
were adjusted to compensate for higher than expected retail activity.

Advertising expense increased in dollar amount but improved slightly as a percentage of gross profit for the year ended December 31, 2010,
compared to the prior year. Total advertising costs were higher compared to the prior year primarily due to the rebound in economic activity in
the year ended December 31, 2010.

For the year ended December 31, 2010, rent and rent related expenses remained flat compared to the prior year. As a percentage of gross profit,
rent and rent related expenses decreased in the year ended December 31, 2010 compared to the prior year, primarily due to increases in gross
profit resulting from an improved sales environment.

Other SG&A expenses increased compared to the year ended December 31, 2009, primarily due to higher insurance related expenses and
investments in our employees through training. Other SG&A as a percentage of gross profit decreased due to gross profit increases in an
improved economic environment.

Impairment Charges

Impairment charges increased $0.9 million for the year ended December 31, 2011 due to a property and equipment-related impairment charge
recorded in the year ended December 31, 2011 and no significant charges in the prior year. Impairment charges decreased $23.2 million for the
year ended December 31, 2010, compared to the prior year, due to impairment charges recorded in the year ended December 31, 2009 and no
significant charges in the year ended December 31, 2010. See the table and discussion included under the previous heading �Impairments and
Other Charges� for a detail of impairment charges recorded during the years ended December 31, 2011, 2010 and 2009.

Depreciation and Amortization

Depreciation expense increased $5.6 million, or 15.9%, in the year ended December 31, 2011 compared to prior year, and $0.2 million, or 0.7%,
in the year ended December 31, 2010 compared to the prior year. The increases were primarily related to continuing operations additions to
gross property and equipment of $123.1 million in the year ended December 31, 2011 and $35.0 million in the year ended December 31, 2010,
excluding land and construction in progress. The increases in depreciable property were due in part to the purchase of five of our dealership
properties in January 2011 that were previously leased through long-term operating leases, and the completion of several facilities improvement
projects.

Interest Expense, Floor Plan

Interest expense, floor plan for new vehicles incurred by continuing operations decreased approximately $2.3 million, or 11.8%, for the year
ended December 31, 2011 compared to the prior year. The average new
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vehicle floor plan interest rate incurred by continuing dealerships was 2.39% for the year ended December 31, 2011, compared to 2.69% for the
year ended December 31, 2010, which resulted in a decrease in interest expense of approximately $2.2 million. The average new vehicle floor
plan notes payable balance for continuing operations decreased approximately $2.8 million in the year ended December 31, 2011, resulting in a
decrease in new vehicle floor plan interest expense of approximately $0.1 million compared to the prior year.

Interest expense, floor plan for used vehicles incurred by continuing operations increased approximately $0.4 million, or 17.1%, for the year
ended December 31, 2011 compared to the prior year. The average used vehicle floor plan interest rate incurred by continuing dealerships was
2.71% for the year ended December 31, 2011, compared to 2.82% for the year ended December 31, 2010, which resulted in a decrease in interest
expense of approximately $0.1 million. The average used vehicle floor plan notes payable balance for continuing operations increased
approximately $16.9 million in the year ended December 31, 2011, resulting in an increase in used vehicle floor plan interest expense of
approximately $0.5 million compared to the prior year.

Interest expense, floor plan for new vehicles incurred by continuing operations increased approximately $1.1 million, or 6.2%, for the year
ended December 31, 2010 compared to the prior year. The average new vehicle floor plan interest rate incurred by continuing dealerships was
2.69% for the year ended December 31, 2010, compared to 2.50% for the year ended December 31, 2009, which resulted in an increase in
interest expense of approximately $1.4 million. The average new vehicle floor plan notes payable balance for continuing operations decreased
approximately $11.0 million in the year ended December 31, 2010, resulting in a decrease in new vehicle floor plan interest expense of
approximately $0.3 million compared to the prior year.

Interest expense, floor plan for used vehicles incurred by continuing operations increased approximately $0.6 million, or 37.1%, for the year
ended December 31, 2010 compared to the prior year. The average used vehicle floor plan interest rate incurred by continuing dealerships was
2.82% for the year ended December 31, 2010, compared to 2.10% for the year ended December 31, 2009, which resulted in an increase in
interest expense of approximately $0.5 million. The average used vehicle floor plan notes payable balance for continuing operations increased
approximately $1.5 million in the year ended December 31, 2010, resulting in an increase in used vehicle floor plan interest expense of
approximately $0.1 million compared to the prior year.

Interest Expense, Other, Net

Interest expense, other, net, was approximately $60.7 million, $63.3 million and $78.3 million in the years ended December 31, 2011, 2010 and
2009, respectively. Changes in interest expense, other, net, are summarized in the schedule below:

Increase (Decrease) in Interest Expense
for the Year Ended December 31,

        2011            2010        
(In millions)

Debt balances
Increase (decrease) in debt balances $ (2.5) $ (3.6) 
Other factors
(Increase) decrease in capitalized interest � (1.6) 
Incremental interest expense (benefit) related to variable to fixed rate
swaps(1) 0.1 (0.9) 
Interest expense (benefit) allocation to discontinued operations 0.2 1.8
Increase (decrease) in deferred loan cost amortization(2) (0.1) (10.3) 
Increase (decrease) in other expense, net (0.3) (0.4) 

$ (2.6) $ (15.0) 

(1) Represent difference in cash payments to and from the counterparty.
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Interest Expense, Non-Cash, Convertible Debt

Non-cash convertible debt interest expense for the year ended December 31, 2011 is comprised of the amortization of the debt discount and
deferred loan costs associated with our 5.0% Convertible Notes. The initial debt discount was determined based on a valuation of the debt
component of these notes and is being amortized monthly to interest expense over the expected life of the notes.

We recognized a non-cash benefit of $11.3 million for the year ended December 31, 2009 due to the extinguishment of the derivative liability
associated with the redemption of our 6.0% Convertible Notes during 2009.

Interest expense, non-cash, convertible debt is summarized in the schedule below:

Year Ended December 31,
2011 2010 2009

(In millions)
Amortization of debt discount:
6.0% Convertible Notes $ � $ � $ 4.1
5.25% Convertible Notes � � 2.1
5.0% Convertible Notes 5.5 5.1 1.2
4.25% Convertible Notes � 0.5 4.1

Total amortization of debt discount 5.5 5.6 11.5
Amortization of deferred loan costs:
5.0% Convertible Notes 1.2 1.3 0.3
4.25% Convertible Notes � � 0.2

Total amortization of deferred loan costs 1.2 1.3 0.5
Mark-to-market on derivative liability � 6.0% Convertible Notes � � (11.3) 

Total $ 6.7 $ 6.9 $ 0.7

Interest Expense/Amortization, Non-Cash, Cash Flow Swaps

For our cash flow swaps that qualify as cash flow hedges, the changes in the fair value of these swaps have been recorded in accumulated other
comprehensive income (loss,) net of related income taxes in the Consolidated Statements of Stockholders� Equity. For the cash flow swaps not
designated as hedges (changes in the fair value of notional amounts of certain cash flow swaps are recognized through earnings) and
amortization of amounts in accumulated other comprehensive income (loss) related to terminated cash flow swaps, certain benefits and charges
were included in interest expense/amortization, non-cash, cash flow swaps in the accompanying Consolidated Statements of Income. For the
years ended December 31, 2011 and 2010, non-cash charges of approximately $0.8 million and $4.9 million, respectively, related to the cash
flow swaps and amortization of amounts in accumulated other comprehensive income (loss) related to other existing and terminated cash flow
swaps were included in interest expense/amortization, non-cash, cash flow swaps in the accompanying Consolidated Statements of Income.
Changes in the fair value of notional amounts of certain cash flow swaps are recognized through earnings. See Note 6 �Long-Term Debt,� to the
accompanying Consolidated Financial Statements for further discussion.

The incremental interest expense (the difference between interest paid and interest received) related to our cash flow swaps was approximately
$17.7 million, $17.6 million and $18.5 million for the years ended December 31, 2011, 2010 and 2009, respectively, and is included in interest
expense, other, net, in the accompanying Consolidated Statements of Income. The estimated expense, net of tax, expected to be reclassified out
of other comprehensive income (loss) into results of operations during the year ended December 31, 2012 is approximately $8.2 million.
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Other Income (Expense), Net

Other income (expense), net, was an expense of $1.0 million, $7.5 million and $6.7 million for the years ended December 31, 2011, 2010 and
2009, respectively. We recorded a loss extinguishment of debt of approximately $1.1 million in the year ended December 31, 2011, related to
the retirement of $17.4 million and $42.9 million in aggregate principal amount of the 5.0% Convertible Notes and 8.625% Notes, respectively.
We recorded a loss on extinguishment of debt of approximately $7.7 million in the year ended December 31, 2010, related to the retirement of
$232.1 million in aggregate principal amount of the 8.625% Notes. For the year ended December 31, 2009, other income (expense), net, includes
a gain of approximately $0.4 million on the repurchase of a portion of the 4.25% Convertible Notes at a discount and a gain of approximately
$0.1 million related to the derecognition of liability and equity components of the 4.25% Convertible Notes upon repurchase of a portion of the
4.25% Convertible Notes during the year ended December 31, 2009. These gains were offset by a loss of approximately $7.2 million related to
the write-off of the unamortized debt discount associated with the redemption of the 6.0% Convertible Notes during the year ended
December 31, 2009. See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for further discussion.

Provision for Income Taxes

The effective tax rate from continuing operations was 38.4%, (22.3%) and (105.0%) for the years ended December 31, 2011, 2010 and 2009,
respectively. In the years ended December 31, 2010 and 2009, a reduction of valuation allowances on deferred tax assets and other tax
adjustments of $48.2 million and $41.3 million, respectively, resulted in an overall tax benefit from continuing operations. Excluding the effect
of these items, the effective tax rate from continuing operations would have been 39.9% and 43.2% for the years ended December 31, 2010 and
2009, respectively. Our effective tax rate varies from year to year based on the distribution of taxable income between states in which we
operate. We expect the effective tax rate in future periods to fall within a range of 38.0% to 40.0% before the impact, if any, of changes in
valuation allowances related to deferred income tax assets.

Discontinued Operations

The pre-tax losses from discontinued operations and the sale of dealerships were as follows:

Year Ended December 31,
2011 2010 2009

(In thousands)
Income (loss) from operations $ (2,383) $ (6,634) $ (12,579) 
Gain (loss) on disposal (314) 2,629 (293) 
Lease exit accrual adjustments (171) (4,232) (30,794) 
Property impairment charges � � (4,992) 
Goodwill impairment charges � � (1,586) 

Pre-tax income (loss) $ (2,868) $ (8,237) $ (50,244) 

Total revenues $ � $ 55,077 $ 294,390

Loss from discontinued operations improved from prior year levels due to the disposal of under-performing dealerships that incurred significant
operating losses prior to their disposal in the years ended December 31, 2010 and 2009. For a description of the impairment and other charges
taken for the years ended December 31 2011, 2010 and 2009, see the discussion under the previous heading �Impairments and Other Charges.�

Liquidity and Capital Resources

We require cash to fund debt service, operating lease obligations, working capital requirements, dividends on our common stock and to finance
acquisitions and invest in our business. We rely on cash flows from operations, borrowings under our revolving credit and floor plan borrowing
arrangements, real estate mortgage
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financing, asset sales and offerings of debt and equity securities to meet these requirements. We closely monitor our available liquidity and
projected future operating results in order to remain in compliance with our restrictive covenants and other obligations. However, our liquidity
could be negatively affected if we fail to comply with the financial covenants in our existing debt or lease arrangements. Cash flows provided by
our dealerships are derived from various sources. The primary sources include individual consumers, automobile manufacturers, automobile
manufacturers� captive finance subsidiaries and finance companies. Disruptions in these cash flows can have a material and adverse impact on
our operations and overall liquidity.

Because the majority of our consolidated assets are held by our dealership subsidiaries, the majority of our cash flows from operations are
generated by these subsidiaries. As a result, our cash flows and ability to service our obligations depends to a substantial degree on the cash
generated from the operations of these dealership subsidiaries.

In the year ended December 31, 2011, our overall debt maturity position improved as a result of the refinancing of our credit facilities in July
2011, the repurchase of the remaining $42.9 million in aggregate principal amount of our 8.625% Notes and the repurchase of approximately
$17.4 million in aggregate principal amount of our 5.0% Convertible Notes. As a result of these refinancing and repurchase activities, other than
principal payments due on mortgage notes and certain term notes, we do not have another significant debt maturity until the earliest redemption
date of the 5.0% Convertible Notes in 2014, the maturity of the 2011 Credit Facilities in 2016 or the maturity of the aggregate principal amount
outstanding of the 9.0% Notes in 2018.

In the year ended December 31, 2011, our operational performance continued to rebound as the economy and the automotive retail industry
environment improved coming out of the economic crisis that began in the fourth quarter ended December 31, 2008. Average industry
expectations for new vehicle sales volume in the year ending December 31, 2012 are between 13.0 million and 14.0 million vehicles which, if
realized, would be an increase of 2.4% to 10.2% from the industry volume in the year ended December 31, 2011. This suggests a steady
improvement in automotive retailing in the year ending December 31, 2012. We believe our current capital structure and the expected results of
our operating activities will enable us to continue to service our liquidity requirements during the year ending December 31, 2012.

Long-Term Debt and Credit Facilities

2011 Credit Facilities

On July 8, 2011, we amended and restated our 2010 Credit Facilities (as defined below) through the 2011 Revolving Credit Facility and the
2011 Floor Plan Facility (collectively the �2011 Credit Facilities�), which are scheduled to mature on August 15, 2016. This amendment and
restatement extended the term of the previous existing syndicated credit facilities that were scheduled to mature on August 15, 2012, increased
the borrowing capacity under the previous existing syndicated credit facilities by $234.0 million and modified certain covenant and compliance
calculations on a prospective basis.

Availability under the 2011 Revolving Credit Facility is calculated as the lesser of $175.0 million or a borrowing base calculated based on
certain eligible assets plus 50% of the fair market value of 5,000,000 shares of common stock of SMI that are pledged as collateral, less the
aggregate face amount of any outstanding letters of credit under the 2011 Revolving Credit Facility (the �2011 Revolving Borrowing Base�). The
2011 Revolving Credit Facility may be increased at our option to $225.0 million upon satisfaction of certain conditions. A withdrawal of the
pledge of SMI common stock by SFC, which owns the 5,000,000 shares of common stock of SMI, or a decline in the value of SMI common
stock, could reduce the amount we can borrow under the 2011 Revolving Credit Facility.

At December 31, 2011, the 2011 Revolving Borrowing Base was approximately $169.6 million. We had no outstanding borrowings, and $40.3
million in outstanding letters of credit, under the 2011 Revolving Credit Facility, resulting in total borrowing availability of $129.3 million under
the 2011 Revolving Credit Facility based on balances as of December 31, 2011.
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Outstanding obligations under the 2011 Revolving Credit Facility are secured by a pledge of substantially all of the assets of Sonic and its
subsidiaries and by the pledge of 5,000,000 shares of common stock of SMI by SFC. The collateral also includes a pledge of the franchise and
dealer agreements and stock or equity interests of our dealership subsidiaries, except for those dealership subsidiaries where the applicable
manufacturer prohibits such a pledge, in which cases the stock or equity interests of the dealership subsidiary is subject to an escrow
arrangement with the administrative agent. Substantially all of our subsidiaries also guarantee our obligations under the 2011 Revolving Credit
Facility.

The maturity date of the 2011 Revolving Credit Facility may in certain circumstances be accelerated (the �Springing Maturity Date�) if the share
price of our common stock falls below a certain level or if we do not maintain certain liquidity levels during enumerated periods of time prior to
the maturity date (including dates upon which we may be compelled to repurchase such indebtedness) of certain indenture indebtedness or other
indebtedness with an outstanding balance in excess of $35.0 million. In addition, availability of the 2011 Revolving Credit Facility may be
curtailed during enumerated periods related to any Springing Maturity Date.

The 2011 Floor Plan Facility is comprised of a new vehicle revolving floor plan facility in an amount up to $500.0 million (the �2011 New
Vehicle Floor Plan Facility�) and a used vehicle revolving floor plan facility in an amount up to $80.0 million, subject to a borrowing base (the
�2011 Used Vehicle Floor Plan Facility�). We may, under certain conditions, request an increase in the 2011 Floor Plan Facility of up to $175.0
million, which shall be allocated between the 2011 New Vehicle Floor Plan Facility and the 2011 Used Vehicle Floor Plan Facility as we
request, with no more than 15% of the aggregate commitments allocated to the commitments under the 2011 Used Vehicle Floor Plan Facility.
Outstanding obligations under the 2011 Floor Plan Facility are guaranteed by us and certain of our subsidiaries and are secured by a pledge of
substantially all of the assets of Sonic and its subsidiaries. The amounts outstanding under the 2011 Credit Facilities bear interest at variable
rates based on specified percentages above LIBOR.

We agreed under the 2011 Credit Facilities not to pledge any assets to any third party, subject to certain stated exceptions, including floor plan
financing arrangements. In addition, the 2011 Credit Facilities contain certain negative covenants, including covenants which could restrict or
prohibit indebtedness, liens, the payment of dividends, capital expenditures and material dispositions and acquisitions of assets as well as other
customary covenants and default provisions. Specifically, the 2011 Credit Facilities permit cash dividends on our Class A and Class B common
stock so long as no event of default (as defined in the 2011 Credit Facilities) has occurred and is continuing and provided that we remain in
compliance with all financial covenants under the 2011 Credit Facilities.

2010 Credit Facilities

On January 15, 2010, we entered into an amended and restated syndicated revolving credit agreement (the �2010 Revolving Credit Facility�) and a
syndicated floor plan credit facility (the �2010 Floor Plan Facility�). The 2010 Revolving Credit Facility and 2010 Floor Plan Facility (collectively
the �2010 Credit Facilities�) were scheduled to mature on August 15, 2012. On July 8, 2011, these were replaced by the 2011 Credit Facilities
discussed above.

9.0% Notes

On March 12, 2010, we issued $210.0 million in aggregate principal amount of 9.0% Notes which mature on March 15, 2018. On April 12,
2010, we used the net proceeds, together with cash on hand, to redeem $200.0 million in aggregate principal amount of our 8.625% Notes due
2013. The 9.0% Notes are unsecured senior subordinated obligations and are guaranteed by our domestic operating subsidiaries and rank equal
in right of payment to all of our and the subsidiary guarantors� existing and future senior subordinated indebtedness. Interest is payable
semi-annually on March 15 and September 15 each year. We may redeem the 9.0% Notes in whole or
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in part at any time after March 15, 2014 at the redemption prices in the following table, which are expressed as percentages of the principal
amount. See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for further discussion of the 9.0% Notes.

Redemption
Beginning on March 15, 2014 104.50% 
Beginning on March 15, 2015 102.25% 
Beginning on March 15, 2016 and thereafter 100.00% 

8.625% Notes

During the year ended December 31, 2011, we redeemed the remaining $42.9 million in aggregate principal amount of our 8.625% Notes using
cash on hand. See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for further discussion.

5.0% Convertible Notes

On September 23, 2009, we issued $172.5 million in principal of 5.0% Convertible Notes and 10,350,000 shares of Class A common stock. Net
proceeds from these issuances were used to repurchase $143.0 million in aggregate principal amount of our 4.25% Convertible Notes, $85.6
million in aggregate principal amount of our 6.0% Convertible Notes and to repay amounts outstanding under the then existing revolving credit
facility.

During the year ended December 31, 2011, we repurchased approximately $17.4 million of the aggregate outstanding principal amount of the
5.0% Convertible Notes and recorded a loss on repurchase of approximately $0.9 million recorded in other income (expense), net, in the
accompanying Consolidated Statements of Income. See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for
further discussion.

Notes Payable to a Finance Company

Three notes payable totaling $26.6 million in aggregate principal were assumed with the purchase of certain dealerships during the year ended
December 31, 2004 (the �Assumed Notes�). The Assumed Notes mature November 1, 2015 through September 1, 2016 and are collateralized by
letters of credit. We recorded the Assumed Notes at fair value using an interest rate of 5.35%. Although the Assumed Notes allow for
prepayment, the penalties and fees are disproportionately burdensome relative to the Assumed Notes� principal balance. Therefore, we do not
currently intend to prepay the Assumed Notes. The outstanding aggregate principle amount of the Assumed Notes was $13.2 million as of
December 31, 2011.

Mortgage Notes

During the year ended December 31, 2011, we obtained $54.4 million in net mortgage financing related to five of our dealership properties.
During the year ended December 31, 2010, we obtained $21.2 million in mortgage financing related to four of our dealership properties. Since
implementing our strategy of owning more of our dealership properties in late 2007, we have added $197.2 million in mortgage financing to our
capital structure on 18 of our dealership properties. These mortgage notes require monthly payments of principal and interest through maturity,
are secured by the underlying properties and contain certain cross-default provisions. Maturity dates range between June 2013 and March 2031.
As of December 31, 2011, the weighted average interest rate was 4.66% and the total outstanding balance of our mortgages was $182.2 million.

Operating Leases

We lease facilities for the majority of our dealership operations under operating lease arrangements. These facility lease arrangements normally
have fifteen to twenty year terms with one or two ten year renewal options and do not contain provisions for contingent rent related to
dealership�s operations. Many of the leases are subject to the provisions of a guaranty and subordination agreement that contains financial and
affirmative
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covenants. Approximately 20% of these facility leases are based on capitalization rates with payments that vary based on interest rates. See the
table under the heading �Future Liquidity Outlook� below for our future minimum lease payment obligations, net of sublease proceeds.

Floor Plan Facilities

We finance our new and certain of our used vehicle inventory through standardized floor plan facilities with manufacturer captive finance
companies and a syndicate of manufacturer-affiliated finance companies and commercial banks. These floor plan facilities are due on demand
and bear interest at variable rates based on LIBOR and prime. The weighted average interest rate for our new and used floor plan facilities for
continuing operations was 2.43%, 2.71% and 2.46% for the years ended December 31, 2011, 2010 and 2009, respectively. We receive floor plan
assistance from certain manufacturers. Floor plan assistance received is capitalized in inventory and charged against cost of sales when the
associated inventory is sold. We received approximately $26.9 million, $24.6 million and $19.4 million in the years ended December 31, 2011,
2010 and 2009, respectively, and recognized in cost of sales for continuing operations approximately $26.7 million, $23.6 million and $21.0
million in the years ended December 31, 2011, 2010 and 2009, respectively, in manufacturer assistance. Interest payments under each of our
floor plan facilities are due monthly and we are not required to make principal repayments prior to the sale of the vehicles.

Covenants and Default Provisions

Non-compliance with covenants, including a failure to make any payment when due, under our 2011 Credit Facilities, our bilateral floor plan
agreements with various manufacturer-affiliated finance companies and other lending institutions (the �Silo Floor Plan Facilities�), operating lease
agreements, mortgage notes, 9.0% Notes and 5.0% Convertible Notes (collectively, our �Significant Debt Agreements�) could result in a default
and an acceleration of our repayment obligation under our 2011 Credit Facilities. A default under our 2011 Credit Facilities would constitute a
default under our Silo Floor Plan Facilities and could entitle these lenders to accelerate our repayment obligations under the one or more of the
floor plan facilities. Certain defaults under our 2011 Credit Facilities and one or more Silo Floor Plan Facilities, or certain other debt obligations
would not result in a default under our 9.0% Notes or 5.0% Convertible Notes unless our repayment obligations under the 2011 Credit Facilities
and/or one or more of the Silo Floor Plan Facilities or such other debt obligations were accelerated. An acceleration of our repayment obligation
under any of our Significant Debt Agreements could result in an acceleration of our repayment obligations under our other Significant Debt
Agreements. The failure to repay principal amounts of the Significant Debt Agreements when due would create cross-default situations related
to other indebtedness. The 2011 Credit Facilities include the following financial covenants:

Covenant

Consolidated
Liquidity

Ratio

Consolidated
Fixed Charge

Coverage
Ratio

Consolidated
Total Lease

Adjusted Leverage
Ratio

March 31, 2011 through and including March 30, 2012 ³ 1.05 ³ 1.15 £ 5.50
March 31, 2012 and thereafter ³ 1.10 ³ 1.20 £ 5.50
December 31, 2011 actual 1.13 1.65 4.02

In addition, many of our facility leases are governed by a guarantee agreement between the landlord and us that contains financial and operating
covenants. The financial covenants are identical to those under the 2011 Credit Facilities with the exception of one financial covenant related to
the ratio of EBTDAR to Rent with a required ratio of no less than 1.50 to 1.00. As of December 31, 2011, the ratio was 2.80 to 1.00.

We were in compliance with all of the restrictive and financial covenants on all of our floor plan, long-term debt facilities and lease agreements
as of December 31, 2011. We expect to be in compliance with all of our long-term debt agreements for the foreseeable future.
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Acquisitions and Dispositions

During the year ended December 31, 2011, we did not acquire any dealerships. Under the 2011 Credit Facilities, we are restricted from making
dealership acquisitions in any fiscal year if the aggregate cost of all such acquisitions occurring in any fiscal year is in excess of $50.0 million, or
if the aggregate cost of such acquisitions is in excess of $175.0 million during the term of the agreement, without the written consent of the
Required Lenders (as that term is defined in the 2011 Credit Facilities). Currently, we have no plans to pursue any significant dealership
acquisition activity in 2012. Although we believe growth through acquisitions will be a significant source of growth for us in the future, we do
not see this being a significant source of growth in the near-term.

Capital Expenditures

Our capital expenditures include the purchase of land and buildings, construction of new dealerships and collision repair centers, building
improvements and equipment purchased for use in our dealerships. We selectively construct new dealership facilities to maintain compliance
with manufacturers� image requirements. We typically finance these projects first through new mortgages and secondly through our credit
facilities. We also fund these improvements through cash flows from operations.

Capital expenditures for the year ended December 31, 2011 were approximately $158.7 million. Of this amount, approximately $44.1 million
was related to facility construction projects, $91.4 million was related to real estate acquisitions and $23.2 million was for fixed assets utilized in
our dealership operations. Of the capital expenditures in the year ended December 31, 2011, approximately $54.4 million was funded through
mortgage financing and approximately $104.3 million was funded through cash from operations and use of our credit facilities. We expect to
receive approximately $33.5 million of additional mortgage funding in the year ending December 31, 2012. As of December 31, 2011,
commitments for facilities construction projects totaled approximately $18.9 million. We expect investments related to capital expenditures to be
partly dependent upon the availability of mortgage financing to fund significant capital projects.

Stock Repurchase Program

Our Board of Directors has authorized us to repurchase shares of our Class A common stock. Historically, we have used our share repurchase
authorization to offset dilution caused by the exercise of stock options or the vesting of restricted stock awards and to maintain our desired
capital structure. During the year ended December 31, 2011, we repurchased approximately 797,000 shares of our Class A common stock for
approximately $11.0 million. As of December 31, 2011, our remaining repurchase authorization was approximately $32.5 million. Under our
2011 Credit Facilities, share repurchases are permitted to the extent that no event of default exists and we have the pro forma liquidity amount
required by the repurchase test (as defined in the 2011 Credit Facilities) and the result of such test has been accepted by the administrative agent.

Our share repurchase activity is subject to the business judgment of management and our Board of Directors, taking into consideration our
historical and projected results of operations, financial condition, cash flows, capital requirements, covenant compliance and economic and other
factors considered relevant. These factors are considered each quarter and will be scrutinized as management and our Board of Directors
determines our share repurchase policy in the future.

Dividends

Our Board of Directors approved four quarterly cash dividends on all outstanding shares of Class A and Class B common stock totaling $0.10
per share during the year ended December 31, 2011. Subsequent to December 31, 2011, our Board of Directors approved a cash dividend on all
outstanding shares of common stock of $0.025 per share for shareholders of record on March 15, 2012 to be paid on April 15, 2012. Under our
2011 Credit Facilities, dividends are permitted to the extent that no event of default exists and we are in compliance
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with the financial covenants contained therein. The indentures governing our outstanding 9.0% Notes also contain restrictions on our ability to
pay dividends. The payment of any future dividend is subject to the business judgment of our Board of Directors, taking into consideration our
historic and projected results of operations, financial condition, cash flows, capital requirements, covenant compliance, share repurchases,
current economic environment and other factors considered relevant. These factors are considered each quarter and will be scrutinized as our
Board of Directors determines our future dividend policy. There is no guarantee that additional dividends will be declared and paid at any time
in the future. See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for a description of restrictions on the
payment of dividends.

Cash Flows

Cash Flows from Operating Activities � Net cash provided by operating activities was approximately $153.6 million, $255.0 million and $403.6
million for the years ended December 31, 2011, 2010 and 2009, respectively. The net cash provided by operations for the year ended
December 31, 2011 consisted primarily of income from operations, a reduction in inventory, and an increase in accounts payable and other
liabilities partially offset by an increase in accounts receivable. The net cash provided by operations for the year ended December 31, 2010
consisted primarily of income from operations and an increase in notes payable-floor plan-trade, partially offset by an increase in inventory . The
net cash provided by operations for the year ended December 31, 2009 consisted primarily of income from operations and a reduction in
inventory.

We arrange our inventory floor plan financing through both manufacturer captive finance companies and a syndicate of manufacturer-affiliated
finance companies and commercial banks. Our floor plan financed with manufacturer captives is recorded as trade floor plan liabilities (with the
resulting change being reflected as operating cash flows). Our dealerships that obtain floor plan financing from a syndicate of
manufacturer-affiliated finance companies and commercial banks record their obligation as non-trade floor plan liabilities (with the resulting
change being reflected as financing cash flows).

Due to the presentation differences for changes in trade floor plan and non-trade floor plan in the Consolidated Statements of Cash Flows,
decisions made by us to move dealership floor plan financing arrangements from one finance source to another may cause significant variations
in operating and financing cash flows without affecting our overall liquidity, working capital or cash flow.

Net cash provided by combined trade and non-trade floor plan financing was approximately $6.4 million and $95.3 million for the years ended
December 31, 2011 and 2010, respectively, while net cash used in combined trade and non-trade floor plan financing was approximately $353.8
million for the year ended December 31, 2009. Accordingly, if all changes in floor plan notes payable were classified as an operating activity,
the result would have been net cash provided by operating activities of approximately $169.8 million, $86.4 million and $108.8 million for the
years ended December 31, 2011, 2010 and 2009, respectively. The shift between trade floor plan and non-trade floor plan during the year ended
December 31, 2010 was primarily due to the realignment in floor plan providers under the 2010 Credit Facilities.

Cash Flows from Investing Activities � Cash used in investing activities during the years ended December 31, 2011, 2010 and 2009 was $157.0
million, $58.7 million, and $9.7 million, respectively. During the year ended December 31, 2011, the majority of the investing activities cash
outflow was related to capital expenditures. During the years ended December 31, 2010 and 2009, cash used in investing activities was primarily
related to capital expenditures partially offset by proceeds received from dealership dispositions and the sales of property and equipment. There
were no dealership acquisitions in the years ended December 31, 2011, 2010 and 2009. We do not expect to complete any significant dealership
acquisitions in the year ending December 31, 2012.

The significant components of capital expenditures relate primarily to dealership renovations, the purchase of certain existing dealership
facilities which had previously been financed under long-term operating leases, and the purchase and development of new real estate parcels for
the relocation of existing dealerships. During the years ended December 31, 2011, 2010 and 2009, we used net proceeds from mortgage
financing in the amount of approximately $54.4 million, $21.2 million and $6.3 million, respectively, to purchase certain existing dealership
facilities and to fund certain capital expenditures.
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Cash Flows from Financing Activities � Net cash used in financing activities was approximately $16.5 million, $204.6 million and $370.8 million
for the years ended December 31, 2011, 2010 and 2009. For the year ended December 31, 2011, excluding the effect of changes in notes payable
floor plan, non-trade, cash flow used in financing activities was comprised primarily of repurchases of debt securities, repurchases of treasury
stock, payments on long-term debt and debt issuance costs, partially offset by proceeds from mortgage financing.

During the year ended December 31, 2010, cash used in financing activities excluding the effect of changes in notes payable floor plan,
non-trade, was comprised primarily of repurchases of debt securities, payments on long-term debt and debt finance costs, partially offset by new
borrowings. The repurchases of debt securities included the remaining aggregate principal amount of our 4.25% Convertible Notes for
approximately $17.0 million and a portion of our 8.625% Notes for approximately $232.1 million. New borrowings consisted of the issuance of
9.0% Notes in the amount of $210.0 million, less a debt discount of approximately $1.5 million and mortgage proceeds of approximately $21.2
million.

During the year ended December 31, 2009, cash used in financing activities was comprised primarily of payments on long-term debt partially
offset by new borrowings and issuance of common stock. During the year ended December 31, 2009, we repurchased the remaining balances of
our 5.25% Convertible Senior Subordinated Notes due 2009 (the �5.25% Convertible Notes�) for approximately $15.7 million and a portion of our
4.25% Convertible Notes for approximately $143.0 million. During the year ended December 31, 2009, we also issued common stock of
approximately $101.3 million and paid cash of approximately $16.5 million for the settlement of two interest rate swaps.

Cash Flows from Discontinued Operations � Our Consolidated Statements of Cash Flows include both continuing and discontinued operations.
Net cash used in operating activities associated with discontinued operations for the year ended December 31, 2011 was approximately $9.5
million. This was substantially comprised of changes in assets and liabilities that relate to dealership operations. In our Consolidated Statements
of Cash Flows, cash flows from investing and financing activities for the year ended December 31, 2011 represent an immaterial amount of total
cash flows from discontinued operations.
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Guarantees and Indemnification Obligations

See discussion under heading �Off-Balance Sheet Arrangements � Guarantees and Indemnification Obligations� below.

Future Liquidity Outlook

Our future contractual obligations are as follows:

2012 2013 2014 2015 2016 Thereafter Total
(In thousands)

Floor Plan Facilities $ 868,341 $ � $ � $ � $ � $ � $ 868,341
Long-Term Debt(1) 11,167 17,486 169,774 24,310 42,224 301,293 566,254
Letters of Credit 40,347 � � � � � 40,347
Estimated Interest Payments on Floor Plan
Facilities(2) 3,312 � � � � � 3,312
Estimated Interest Payments on Long-Term
Debt(3) 46,942 34,831 32,049 25,127 24,374 58,320 221,643
Operating Leases (Net of Sublease Rentals) 109,078 102,555 93,833 83,217 77,338 320,936 786,957
Construction Contracts 18,878 � � � � � 18,878
Other Purchase Obligations(4) 5,458 4,096 3,500 � � � 13,054
FIN 48 Liability(5) 500 � � � � 18,134 18,634

Total $ 1,104,023 $ 158,968 $ 299,156 $ 132,654 $ 143,936 $ 698,683 $ 2,537,420

(1) The 5.0% Convertible Notes are redeemable before the stated maturities at both our option and the option of the respective holders, under
certain conditions. The assumed maturities of these securities are based on the earliest redemption date, which is October 2014 for the
5.0% Convertible Notes. All amounts represent outstanding principal only.

(2) Floor plan facilities balances are correlated with the amount of vehicle inventory and are generally due at the time that a vehicle is sold.
Estimated interest payments were calculated using the December 31, 2011 floor plan facilities balance, the weighted average interest rate
for the fourth quarter ended December 31, 2011 of 2.36% and the assumption that floor plan facilities balances at December 31, 2011
would be relieved within 60 days in connection with the sale of the associated vehicle inventory.

(3) Estimated interest payments calculated based on assumed or stated maturities consistent with discussion in (1) above. Estimated interest
payments include payments related to interest rate swaps.

(4) Other Purchase Obligations include contracts for office supplies, utilities and various other items or services.

(5) Amount represents recorded liability, including interest and penalties, related to �Accounting for Uncertain Income Tax Positions� in the
ASC. See Notes 1 and 7 to the accompanying Consolidated Financial Statements.

We believe our best source of liquidity for operations and debt service remains cash flows generated from operations combined with our
availability of borrowings under our floor plan facilities (or any replacements thereof), our 2011 Credit Facilities, real estate mortgage financing,
selected dealership and other asset sales and our ability to raise funds in the capital markets through offerings of debt or equity securities.
Because the majority of our consolidated assets are held by our dealership subsidiaries, the majority of our cash flows from operations are
generated by these subsidiaries. As a result, our cash flows and ability to service debt depends to a substantial degree on the results of operations
of these subsidiaries and their ability to provide us with cash.
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Seasonality

Our operations are subject to seasonal variations. The first quarter normally contributes less operating profit than the second, third and fourth
quarters. Weather conditions, the timing of manufacturer incentive programs and model changeovers cause seasonality and may adversely affect
vehicle demand, and consequently, our profitability. Comparatively, parts and service demand remains stable throughout the year.

Off-Balance Sheet Arrangements

Guarantees and Indemnification Obligations

In connection with the operation and disposition of our dealerships, we have entered into various guarantees and indemnification obligations.
When we sell dealerships, we attempt to assign any related lease to the buyer of the dealership to eliminate any future liability. However, if we
are unable to assign the related leases to the buyer, we will attempt to sublease the leased properties to the buyer at a rate equal to the terms of
the original leases. In the event we are unable to sublease the properties to the buyer with terms at least equal to our lease, we may be required to
record lease exit accruals. We expect the aggregate amount of the obligations we guarantee to increase as we dispose of additional dealerships.
See Note 12, �Commitments and Contingencies,� to the accompanying Consolidated Financial Statements for a discussion regarding these
guarantees and indemnification obligations. Past performance under these guarantees and indemnification obligations and their estimated fair
value has been immaterial to our liquidity and capital resources. Although we seek to mitigate our exposure in connection with these matters,
these guarantees and indemnification obligations, including environmental exposures and the financial performance of lease assignees and
sub-lessees, cannot be predicted with certainty. An unfavorable resolution of one or more of these matters could have a material adverse effect
on our liquidity and capital resources. As of December 31, 2011, our future gross minimum lease payments related to properties subleased to
buyers of sold dealerships totaled approximately $104.4 million. Future sublease payments expected to be received related to these lease
payments were approximately $81.5 million at December 31, 2011.

5.0% Convertible Notes

The 5.0% Convertible Notes are convertible into shares of our Class A common stock, at the option of the holder, based on certain conditions.
See Note 6, �Long-Term Debt,� to the accompanying Consolidated Financial Statements for a discussion regarding these conversion conditions,
which are primarily linked to the per share price of our Class A common stock and the relationship between the trading values of our Class A
common stock and the 5.0% Convertible Notes. As of December 31, 2011, none of the conditions for conversion had been met.

Item 7A:    Quantitative and Qualitative Disclosures about Market Risk.

Interest Rate Risk

Our variable rate floor plan facilities, 2011 Revolving Credit Facility borrowings and other variable rate notes expose us to risks caused by
fluctuations in the applicable interest rates. The total outstanding balance of such variable instruments after considering the effect of our interest
rate swaps (see below) was approximately $533.0 million at December 31, 2011 and approximately $504.9 million at December 31, 2010. A
change of 100 basis points in the underlying interest rate would have caused a change in interest expense of approximately $4.7 million in the
year ended December 31, 2011 and approximately $4.6 million in the year ended December 31, 2010. Of the total change in interest expense,
approximately $4.4 million and $4.5 million in the years ended December 31, 2011 and 2010, respectively, would have resulted from the floor
plan facilities.

In addition to our variable rate debt, as of December 31, 2011 and 2010 approximately 20% of our dealership lease facilities have monthly lease
payments that fluctuate based on LIBOR interest rates. An increase in interest rates of 100 basis points would not have had a significant impact
on rent expense in the year ended December 31, 2011 due to the leases containing LIBOR floors which were above the LIBOR rate during the
year ended December 31, 2011.
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We also have various cash flow swaps to effectively convert a portion of our LIBOR-based variable rate debt to a fixed rate. Under the terms of
these cash flow swaps, interest rates reset monthly. The fair value of these swap positions at December 31, 2011 was a liability of $37.6 million,
with $13.2 million included in other accrued liabilities and $24.4 million recorded to other long-term liabilities in the accompanying
Consolidated Balance Sheets. See the previous discussion of �Interest Expense/Amortization, Non-Cash, Cash Flow Swaps� in Item 7,
�Management�s Discussion and Analysis of Financial Condition and Results of Operations.� We will receive and pay interest based on the
following:

Notional
Amount         Pay Rate                Receive Rate(1)                Maturing Date        

(In millions)
$200.0 4.935% one-month LIBOR May 1, 2012
$100.0 5.265% one-month LIBOR June 1, 2012
$    3.4 7.100% one-month LIBOR + 1.50% July 10, 2017
$  25.0(2) 5.160% one-month LIBOR September 1, 2012
$  15.0(2) 4.965% one-month LIBOR September 1, 2012
$  25.0(2) 4.885% one-month LIBOR October 1, 2012
$  10.6 4.655% one-month LIBOR December 10, 2017
$    8.4(2) 6.860% one-month LIBOR + 1.25% August 1, 2017
$    6.5 4.330% one-month LIBOR July 1, 2013
$100.0(3) 3.280% one-month LIBOR July 1, 2015
$100.0(3) 3.300% one-month LIBOR July 1, 2015
$    7.1(2) 6.410% one-month LIBOR + 1.25% September 12, 2017
$  50.0(3) 2.767% one-month LIBOR July 1, 2014
$  50.0(3) 3.240% one-month LIBOR July 1, 2015
$  50.0(3) 2.610% one-month LIBOR July 1, 2014
$  50.0(3) 3.070% one-month LIBOR July 1, 2015

(1) The one-month LIBOR rate was 0.295% at December 31, 2011.

(2) Changes in fair value are recorded through earnings.

(3) The effective date of these forward-starting swaps is July 2, 2012.
During the year ended December 31, 2010, we entered into two $100.0 million notional amount forward-starting interest rate swap agreements
which become effective in July 2012 and terminate in July 2015. During the year ended December 31, 2011, we entered into four $50.0 million
notional amount forward-starting interest rate swap agreements which become effective in July 2012 and terminate between July 2014 and July
2015. These interest rate swaps have been designated and qualify as cash flow hedges and, as a result, changes in the fair value of these swaps
are recorded in accumulated other comprehensive income (loss), net of related income taxes, in the Consolidated Statements of Stockholders�
Equity.
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Absent the acceleration of payments of principal that may result from non-compliance with financial and operational covenants under our
various indebtedness, future principal maturities of variable and fixed rate debt and related interest rate swaps are as follows:

2012 2013 2014 2015 2016 Thereafter Total Fair Value
($ in thousands)

Long-term debt:
Fixed rate maturities(1) $ 7,046 $ 7,615 $ 166,010 $ 14,619 $ 23,292 $ 282,032 $ 500,614
Fixed rate outstanding(2) $ 500,614 $ 493,568 $ 485,953 $ 319,943 $ 305,324 $ 282,032 $ 564,193
Average rate on fixed outstanding debt(2) 6.74% 6.73% 6.69% 7.51% 8.15% 8.09% 
Variable rate maturities $ 4,121 $ 9,871 $ 3,764 $ 9,691 $ 18,932 $ 19,261 $ 65,640
Variable rate outstanding(2) $ 65,640 $ 61,519 $ 51,648 $ 47,884 $ 38,193 $ 19,261 $ 58,916
Average rate on variable outstanding
debt(2) 1.76% 1.76% 1.64% 1.64% 1.32% 1.87% 
Cash flow interest rate swaps:
Variable to fixed maturities $ 366,800 $ 7,533 $ 101,407 $ 301,407 $ 1,407 $ 22,049 $ 800,603
Variable to fixed outstanding(2) $ 434,163 $ 426,631 $ 325,224 $ 23,817 $ 22,049 $ 22,049 $ (37,565) 
Average pay rate on outstanding swaps(2) 3.31% 3.29% 3.46% 6.03% 6.05% 6.05% 

(1) The 5.0% Convertible Notes are redeemable before the stated maturities at both our option and the option of the respective holders, under
certain conditions. The assumed maturities of these securities are based on the earliest redemption date, which is October 2014 for the
5.0% Convertible Notes.

(2) Based on amounts outstanding at December 31 of each respective period.
Foreign Currency Risk

We purchase certain of our new vehicle and parts inventories from foreign manufacturers. Although we purchase our inventories in U.S. Dollars,
our business is subject to foreign exchange rate risk that may influence automobile manufacturers� ability to provide their products at competitive
prices in the United States. To the extent that we cannot recapture this volatility in prices charged to customers or if this volatility negatively
impacts consumer demand for our products, this volatility could adversely affect our future operating results.

Item 8.    Financial Statements and Supplementary Data.

See �Consolidated Financial Statements and Notes� that appears on page F-1 herein.

Item 9.    Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A.    Controls and Procedures.
Controls and Procedures

Our management, under the supervision and with the participation of our principal executive officer and principal financial officer, evaluated the
effectiveness of the design and operation of our disclosure controls and procedures as of the end of the period covered by this Annual Report on
Form 10-K. Based on this evaluation, our principal executive officer and principal financial officer have concluded that the design and operation
of our disclosure controls and procedures were not effective as of the end of the period covered by this Annual Report on Form 10-K because of
the material weakness in internal control over financial reporting described below. During the quarter ended December 31, 2011, there were no
changes in our internal control over financial reporting that have materially affected or are reasonably likely to materially affect our internal
control over financial reporting. However, subsequent to the quarter ended December 31, 2011 but prior to the filing of this Annual Report on
Form 10-K, we implemented certain changes to our internal control over financial reporting to address the material weakness in our internal
control over financial reporting that was identified during our year-end audit process. These changes are discussed below under the heading
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Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in
Exchange Act Rules 13a-15(f). Our internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement in the reporting company�s annual or interim financial statements will not be prevented or detected on a
timely basis.

Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in �Internal Control �
Integrated Framework� issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the
framework in �Internal Control � Integrated Framework,� our management concluded that our internal control over financial reporting was not
effective as of December 31, 2011 because of a material weakness in our oversight and review procedures designed to monitor the accuracy of
certain new period-end journal entries. Specifically the control regarding our review of the journal entry initiated in January 2011 to reclassify
negative book cash balances between accounts payable and cash was not operating effectively. As part of the year-end audit process, our
independent registered public accountants identified a material adjustment related to this journal entry. This audit adjustment was recorded by
the Company in its December 31, 2011 financial statements.

Effective in February 2012, our management believes that it has corrected the primary issues that led to this material weakness. Specifically, in
addition to correcting the methodology and information used to calculate this reclassification, we have enhanced our review of such period-end
journal entries.

The effectiveness of our internal control over financial reporting as of December 31, 2011 has been attested to by Ernst & Young LLP, the
independent registered public accounting firm that audited our financial statements included in this Annual Report on Form 10-K, as stated in
their report which is included herein.

Item 9B. Other Information.
None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance.
Information required by this item is furnished by incorporation by reference to the information under the captions entitled �Election of Directors,�
�Section 16(a) Beneficial Ownership Reporting Compliance,� and �Additional Corporate Governance and Other Information � Corporate
Governance Guidelines, Code of Business Conduct and Ethics and Committee Charters� in the Proxy Statement (to be filed hereafter) for our
Annual Meeting of the Stockholders to be held on April 18, 2012 (the �Proxy Statement�). The information required by this item with respect to
our executive officers appears in Part I of this Annual Report on Form 10-K under the caption �Executive Officers of the Registrant.�

Item 11. Executive Compensation.
The information required by this item is furnished by incorporation by reference to the information under the captions entitled �Executive
Compensation� and �Director Compensation for 2011� in the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
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Voting Stock� and �Equity Compensation Plan Information� in the Proxy Statement.
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Item 13. Certain Relationships and Related Transactions and Director Independence
The information required by this item is furnished by incorporation by reference to all information under the captions �Certain Transactions� and
�Election of Directors � Board and Committee Member Independence� in the Proxy Statement.

Item 14. Principal Accountant Fees and Services.
The information required by this item is furnished by incorporation by reference to the information under the caption �Ratification of Independent
Registered Public Accounting Firm� in the Proxy Statement.

PART IV

Item 15. Exhibits and Financial Statement Schedules.
The exhibits and other documents filed as a part of this Annual Report on Form 10-K, including those exhibits that are incorporated by reference
herein, are:

(1) Financial Statements: Consolidated Balance Sheets as of December 31, 2011 and 2010. Consolidated Statements of Income for the Years
Ended December 31, 2011, 2010 and 2009. Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2011, 2010
and 2009. Consolidated Statements of Stockholders� Equity for the Years Ended December 31, 2009, 2010 and 2011. Consolidated Statements of
Cash Flows for the Years Ended December 31, 2011, 2010 and 2009.

(2) Financial Statement Schedules: No financial statement schedules are required to be filed (no respective financial statement captions) as part
of this Annual Report on Form 10-K.

(3) Exhibits: Exhibits required in connection with this Annual Report on Form 10-K are listed below. Certain of such exhibits, indicated by an
asterisk, are hereby incorporated by reference to other documents on file with the SEC with which they are physically filed, to be a part hereof as
of their respective dates.

EXHIBIT

NO. DESCRIPTION

  3.1* Amended and Restated Certificate of Incorporation of Sonic (incorporated by reference to Exhibit 3.1 to Sonic�s
Registration Statement on Form S-1 (Reg. No. 333-33295) (the �Form S-1�)).

  3.2* Certificate of Amendment to Sonic�s Amended and Restated Certificate of Incorporation effective June 18, 1999
(incorporated by reference to Exhibit 3.2 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 1999).

  3.3* Certificate of Designation, Preferences and Rights of Class A Convertible Preferred Stock (incorporated by reference to
Exhibit 4.1 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 1998).

  3.4* Amended and Restated Bylaws of Sonic (as amended February 9, 2006) (incorporated by reference to Exhibit 3.1 to
Sonic�s Current Report on Form 8-K filed February 13, 2006).

  4.1* Specimen Certificate representing Class A Common Stock (incorporated by reference to Exhibit 4.1 to the Form S-1).

  4.2* Form of 5.0% Convertible Senior Note due October 2029 (included in Exhibit 4.2 to the Current Report on Form 8-K filed
September 25, 2009 (the �September 25, 2009 Form 8-K�)).

  4.3* Indenture dated as of September 23, 2009 (the �Base Indenture�) by and among Sonic Automotive, Inc, the guarantors
named therein, and U.S. Bank National Association, as trustee (incorporated by reference to Exhibit 4.1 to the September
25, 2009 Form 8-K).
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EXHIBIT

NO. DESCRIPTION

  4.4* First Supplemental Indenture dated as of September 23, 2009 to the Base Indenture (incorporated by reference to Exhibit
4.2 to the September 25, 2009 Form 8-K).

  4.5* Registration Rights Agreement dated as of March 12, 2010 by and among Sonic Automotive, Inc. the guarantors set forth
on the signature page thereto and Banc of America Securities LLC, as representative of the several initial purchasers named
on Schedule A to the Purchase Agreement (incorporated by reference to Exhibit 4.2 to Sonic�s Current Report on Form 8-K
filed March 15, 2010 (the �March 15, 2010 Form 8-K�)).

  4.6* Indenture dated as of March 12, 2010 by and among Sonic Automotive, Inc, as issuer, the guarantors named therein, and
U.S. Bank National Association, as trustee, relating to the 9.0% Senior Subordinated Notes due 2018 (incorporated by
reference to Exhibit 4.2 to the March 15, 2010 Form 8-K).

  4.7* Form of 9.0% Senior Subordinated Note due 2018 (incorporated by reference to Exhibit 4.2 to the March 15, 2010 Form
8-K).

10.1* Sonic Automotive, Inc. 2004 Stock Incentive Plan, Amended and Restated as of February 11, 2009 (incorporated by
reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No. 333-159674)).(1)

10.2* Sonic Automotive, Inc. 1997 Stock Option Plan, Amended and Restated as of April 22, 2003 (incorporated by reference to
Exhibit 10.10 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2003).(1)

10.3* Sonic Automotive, Inc. Employee Stock Purchase Plan, Amended and Restated as of May 8, 2002 (incorporated by
reference to Exhibit 10.15 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2002 (the �2002 Annual
Report�)).(1)

10.4* Sonic Automotive, Inc. Nonqualified Employee Stock Purchase Plan, Amended and Restated as of October 23, 2002
(incorporated by reference to Exhibit 10.16 to the 2002 Annual Report).(1)

10.5* Sonic Automotive, Inc. 2005 Formula Restricted Stock Plan for Non-Employee Directors, Amended and Restated as of
May 11, 2009 (incorporated by reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No.
333-159675))(1)

10.6* Employment Agreement dated January 30, 2006 between Sonic and Mr. David P. Cosper (incorporated by reference to
Exhibit 10.1 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2006 (the �March 2006 Form
10-Q�)).(1)

10.7* First Amendment to Employment Agreement dated January 30, 2006 between Sonic and Mr. David P. Cosper.
(incorporated by reference to Exhibit 10.12 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2008).(1)

10.8* Sonic Automotive, Inc. 2004 Stock Incentive Plan Form of Performance-Based Restricted Stock Unit Award Agreement
(incorporated by reference to Exhibit 10.33 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2006).(1)

10.9* Sonic Automotive, Inc. 2004 Stock Incentive Plan Form of Performance-Based Restricted Stock Award Agreement
(incorporated by reference to Exhibit 10.34 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2006).(1)

10.10* Sonic Automotive, Inc. Incentive Compensation Plan, Amended and Restated as of December 4, 2008 (incorporated by
reference to Appendix B to Sonic�s Definitive Proxy Statement on Schedule 14A filed April 9, 2009).(1)
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EXHIBIT

NO. DESCRIPTION

10.11* Standard form of lease executed with Capital Automotive, L.P. or its affiliates (incorporated by reference to Exhibit 10.38
to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2008 (the �2008 Annual Report�)).

10.12* Standard form of guaranty executed with Capital Automotive, L.P. or its affiliates (incorporated by reference to Exhibit
10.39 to Sonic�s 2008 Annual Report).

10.13* Amendment to Guaranty and Subordination Agreements, dated as of January 1, 2005, by Sonic as Guarantor, to Capital
Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.40 to Sonic�s 2008 Annual Report).

10.14* Second Amendment to Guaranty and Subordination Agreements, dated as of March 11, 2009, by Sonic as Guarantor, to
Capital Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.41 to Sonic�s 2008 Annual
Report).

10.15* Side letter to Second Amendment to Guaranty and Subordination Agreements, dated as of March 11, 2009, by Sonic as
Guarantor, to Capital Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.42 to Sonic�s
2008 Annual Report).

10.16* Sonic Automotive, Inc. 2004 Stock Incentive Plan, Amended and Restated as of February 11, 2009 (incorporated by
reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No. 333-159674)).(1)

10.17* Underwriting Agreement (Class A common stock) dated as of September 17, 2009 by and among Sonic Automotive, Inc.
and J.P. Morgan Securities, Inc. and Merrill Lynch, Pierce, Fenner & Smith, Incorporated, as representatives of the several
underwriters named therein (incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K filed September
23, 2009 (the �September 23, 2009 Form 8-K�)).

10.18* Underwriting Agreement (convertible senior notes) dated as of September 17, 2009 by and among Sonic Automotive, Inc.
and J.P. Morgan Securities, Inc. and Merrill Lynch, Pierce, Fenner & Smith, Incorporated, as representatives of the several
underwriters named therein (incorporated by reference to Exhibit 1.2 to the September 23, 2009 Form 8-K).

10.19* Amendment No. 1 to Sonic Automotive, Inc. Formula Stock Option Plan for Independent Directors (incorporated by
reference to Exhibit 10.45 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2009).(1)

10.20* Second Amended and Restated Credit Agreement, dated as of July 8, 2011, among Sonic Automotive, Inc.; each lender a
party thereto; Bank of America, N.A., as Administrative Agent, Swing Line Lender and an L/C Issuer;, and Wells Fargo
Bank, National Association, as an L/C Issuer (incorporated by reference to Exhibit 10.1 to Sonic�s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2011 (the �June 2011 Quarterly Report�)).

10.21* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Bank of America, N.A., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Sonic�s June 2011 Quarterly Report).

10.22* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Mercedes-Benz Financial Services USA, LLC, pursuant
to the Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.3 to Sonic�s June 2011
Quarterly Report).

10.23* Promissory Note, dated July 8, 2011, executed by Sonic in favor of BMW Financial Services NA, LLC, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.4 to Sonic�s June 2011 Quarterly
Report).
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EXHIBIT

NO. DESCRIPTION

10.24* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Toyota Motor Credit Corporation, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.5 to Sonic�s June 2011 Quarterly
Report).

10.25* Promissory Note, dated July 8, 2011, executed by Sonic in favor of JPMorgan Chase Bank, N.A., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.6 to Sonic�s June 2011 Quarterly
Report).

10.26* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Wells Fargo Bank, National Association, pursuant to
the Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.7 to Sonic�s June 2011
Quarterly Report).

10.27* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Comerica Bank, pursuant to the Second Amended and
Restated Credit Agreement (incorporated by reference to Exhibit 10.8 to Sonic�s June 2011 Quarterly Report).

10.28* Promissory Note, dated July 8, 2011, executed by Sonic in favor of World Omni Financial Corp., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.9 to Sonic�s June 2011 Quarterly
Report).

10.29* Promissory Note, dated July 8, 2011, executed by Sonic in favor of U.S. Bank, National Association, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.10 to Sonic�s June 2011
Quarterly Report).

10.30* Promissory Note, dated July 8, 2011, executed by Sonic in favor of VW Credit, Inc., pursuant to the Second Amended and
Restated Credit Agreement (incorporated by reference to Exhibit 10.11 to Sonic�s June 2011 Quarterly Report).

10.31* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Capital One, N.A., pursuant to the Second Amended
and Restated Credit Agreement (incorporated by reference to Exhibit 10.12 to Sonic�s June 2011 Quarterly Report).

10.32* Second Amended and Restated Subsidiary Guaranty Agreement, Dated as of July 8, 2011, by the Revolving Subsidiary
Guarantor, as Guarantors, to Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.13 to Sonic�s June 2011 Quarterly Report).

10.33* Second Amended and Restated Securities Pledge Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the
subsidiaries of Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by
reference to Exhibit 10.14 to Sonic�s June 2011 Quarterly Report).

10.34* Second Amended and Restated Escrow and Security Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the
subsidiaries of Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by
reference to Exhibit 10.15 to Sonic�s June 2011 Quarterly Report).

10.35* Second Amended and Restated Securities Pledge Agreement, dated as of July 8, 2011, by Sonic Financial Corporation and
Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit 10.16 to Sonic�s June
2011 Quarterly Report).

10.36* Second Amended and Restated Security Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the subsidiaries of
Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.17 to Sonic�s June 2011 Quarterly Report).

10.37* Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement, dated July 8, 2011, among Sonic
Automotive, Inc.; certain subsidiaries of the Company; each lender; Bank of America, N.A., as Administrative Agent, New
Vehicle Swing Line Lender and Used Vehicle Swing Line Lender; and Bank of America, N.A., as Revolving
Administrative Agent (incorporated by reference to Exhibit 10.18 to Sonic�s June 2011 Quarterly Report).
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NO. DESCRIPTION

10.38* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Bank of America, N.A., pursuant to the Amended and
Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.19 to
Sonic�s June 2011 Quarterly Report).

10.39* Promissory Note, dated July 8, 2011, executed by Sonic in favor of JPMorgan Chase Bank, N.A., pursuant to the Amended
and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.20
to Sonic�s June 2011 Quarterly Report).

10.40* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Wells Fargo Bank, National Association, pursuant to
the Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to
Exhibit 10.21 to Sonic�s June 2011 Quarterly Report).

10.41* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Comerica Bank, pursuant to the Amended and Restated
Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.22 to Sonic�s June
2011 Quarterly Report).

10.42* Promissory Note, dated July 8, 2011, executed by Sonic in favor of U.S. Bank, National Association, pursuant to the
Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to
Exhibit 10.23 to Sonic�s June 2011 Quarterly Report).

10.43* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Capital One, N.A., pursuant to the Amended and
Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.24 to
Sonic�s June 2011 Quarterly Report).

10.44* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Mercedes-Benz Financial Services USA, LLC, pursuant
to the Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference
to Exhibit 10.25 to Sonic�s June 2011 Quarterly Report).

10.45* Amended and Restated Company Guaranty Agreement, dated July 8, 2011, by Sonic Automotive, Inc. and Bank of
America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit 10.26 to Sonic�s June 2011
Quarterly Report).

10.46* Amended and Restated Subsidiary Guaranty Agreement, dated as of July 8, 2011, by the Floor Plan Subsidiary Guarantor,
as Guarantors, to Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit
10.27 to Sonic�s June 2011 Quarterly Report).

10.47* Sonic Automotive, Inc. Supplemental Executive Retirement Plan effective January 1, 2010 (incorporated by reference to
Exhibit 10.46 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2011).(1)

10.48* First Amendment to Sonic Automotive, Inc. Supplemental Executive Retirement Plan effective December 29, 2010
(incorporated by reference to Exhibit 10.47 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2011).(1)

12.1 Computation of Ratio of Earnings to Fixed Charges.

21.1 Subsidiaries of Sonic.

23.1 Consent of Ernst & Young LLP.

31.1 Certification of Mr. David P. Cosper pursuant to Rule 13a-14(a).

31.2 Certification of Mr. O. Bruton Smith pursuant to Rule 13a-14(a).
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NO. DESCRIPTION

32.1 Certification of Mr. David P. Cosper pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32.2 Certification of Mr. O. Bruton Smith pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

101.INS** XBRL Instance Document

101.SCH** XBRL Taxonomy Extension Schema Document

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF** XBRL Taxonomy Definition Linkbase Document

101.LAB** XBRL Taxonomy Extension Label Linkbase Document

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Document

  * Filed Previously
** Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed not filed or part of a registration statement or prospectus

for purposes of Sections 11 or 12 of the Securities Act of 1933, are deemed not filed for purposes of Section 18 of the Securities Exchange
Act of 1934 and otherwise are not subject to liability under those sections.

(1) Indicates a management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

SONIC AUTOMOTIVE, INC.

BY /s/    DAVID P. COSPER
Mr. David P. Cosper

Vice Chairman and Chief Financial Officer

Date: March 5, 2012
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/    O. BRUTON SMITH        

O. Bruton Smith

Chairman, Chief Executive Officer (principal
executive officer) and Director

March 5, 2012

/s/    B. SCOTT SMITH        

B. Scott Smith

President, Chief Strategic Officer and Director March 5, 2012

/s/    DAVID P. COSPER        

David P. Cosper

Vice Chairman and Chief Financial Officer
(principal financial officer and principal

accounting officer)

March 5, 2012

/s/    DAVID B. SMITH        

David B. Smith

Executive Vice President and Director March 5, 2012

/s/    WILLIAM R. BROOKS        

William R. Brooks

Director March 5, 2012

/s/    WILLIAM I. BELK        

William I. Belk

Director March 5, 2012

/s/    ROBERT HELLER        

Robert Heller

Director March 1, 2012

/s/    ROBERT L. REWEY        

Robert L. Rewey

Director March 5, 2012
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/s/    VICTOR H. DOOLAN        

Victor H. Doolan

Director March 1, 2012

/s/    DAVID C. VORHOFF        

David C. Vorhoff

Director March 5, 2012
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EXHIBIT INDEX

EXHIBIT

NO. DESCRIPTION

  3.1* Amended and Restated Certificate of Incorporation of Sonic (incorporated by reference to Exhibit 3.1 to Sonic�s
Registration Statement on Form S-1 (Reg. No. 333-33295) (the �Form S-1�)).

  3.2* Certificate of Amendment to Sonic�s Amended and Restated Certificate of Incorporation effective June 18, 1999
(incorporated by reference to Exhibit 3.2 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 1999).

  3.3* Certificate of Designation, Preferences and Rights of Class A Convertible Preferred Stock (incorporated by reference to
Exhibit 4.1 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 1998).

  3.4* Amended and Restated Bylaws of Sonic (as amended February 9, 2006) (incorporated by reference to Exhibit 3.1 to
Sonic�s Current Report on Form 8-K filed February 13, 2006).

  4.1* Specimen Certificate representing Class A Common Stock (incorporated by reference to Exhibit 4.1 to the Form S-1).

  4.2* Form of 5.0% Convertible Senior Note due October 2029 (included in Exhibit 4.2 to the Current Report on Form 8-K filed
September 25, 2009 (the �September 25, 2009 Form 8-K�)).

  4.3* Indenture dated as of September 23, 2009 (the �Base Indenture�) by and among Sonic Automotive, Inc, the guarantors
named therein, and U.S. Bank National Association, as trustee (incorporated by reference to Exhibit 4.1 to the September
25, 2009 Form 8-K).

  4.4* First Supplemental Indenture dated as of September 23, 2009 to the Base Indenture (incorporated by reference to Exhibit
4.2 to the September 25, 2009 Form 8-K).

  4.5* Registration Rights Agreement dated as of March 12, 2010 by and among Sonic Automotive, Inc. the guarantors set forth
on the signature page thereto and Banc of America Securities LLC, as representative of the several initial purchasers
named on Schedule A to the Purchase Agreement (incorporated by reference to Exhibit 4.2 to Sonic�s Current Report on
Form 8-K filed March 15, 2010 (the �March 15, 2010 Form 8-K�)).

  4.6* Indenture dated as of March 12, 2010 by and among Sonic Automotive, Inc, as issuer, the guarantors named therein, and
U.S. Bank National Association, as trustee, relating to the 9.0% Senior Subordinated Notes due 2018 (incorporated by
reference to Exhibit 4.2 to the March 15, 2010 Form 8-K).

  4.7* Form of 9.0% Senior Subordinated Note due 2018 (incorporated by reference to Exhibit 4.2 to the March 15, 2010 Form
8-K).

10.1* Sonic Automotive, Inc. 2004 Stock Incentive Plan, Amended and Restated as of February 11, 2009 (incorporated by
reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No. 333-159674)).(1)

10.2* Sonic Automotive, Inc. 1997 Stock Option Plan, Amended and Restated as of April 22, 2003 (incorporated by reference to
Exhibit 10.10 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2003).(1)

10.3* Sonic Automotive, Inc. Employee Stock Purchase Plan, Amended and Restated as of May 8, 2002 (incorporated by
reference to Exhibit 10.15 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2002 (the �2002
Annual Report�)).(1)

10.4* Sonic Automotive, Inc. Nonqualified Employee Stock Purchase Plan, Amended and Restated as of October 23, 2002
(incorporated by reference to Exhibit 10.16 to the 2002 Annual Report).(1)
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NO. DESCRIPTION

10.5* Sonic Automotive, Inc. 2005 Formula Restricted Stock Plan for Non-Employee Directors, Amended and Restated as of
May 11, 2009 (incorporated by reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No.
333-159675))(1)

10.6* Employment Agreement dated January 30, 2006 between Sonic and Mr. David P. Cosper (incorporated by reference to
Exhibit 10.1 to Sonic�s Quarterly Report on Form 10-Q for the quarter ended March 31, 2006 (the �March 2006 Form
10-Q�)).(1)

10.7* First Amendment to Employment Agreement dated January 30, 2006 between Sonic and Mr. David P. Cosper.
(incorporated by reference to Exhibit 10.12 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2008).(1)

10.8* Sonic Automotive, Inc. 2004 Stock Incentive Plan Form of Performance-Based Restricted Stock Unit Award Agreement
(incorporated by reference to Exhibit 10.33 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2006).(1)

10.9* Sonic Automotive, Inc. 2004 Stock Incentive Plan Form of Performance-Based Restricted Stock Award Agreement
(incorporated by reference to Exhibit 10.34 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2006).(1)

10.10* Sonic Automotive, Inc. Incentive Compensation Plan, Amended and Restated as of December 4, 2008 (incorporated by
reference to Appendix B to Sonic�s Definitive Proxy Statement on Schedule 14A filed April 9, 2009).(1)

10.11* Standard form of lease executed with Capital Automotive, L.P. or its affiliates (incorporated by reference to Exhibit 10.38
to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2008 (the �2008 Annual Report�)).

10.12* Standard form of guaranty executed with Capital Automotive, L.P. or its affiliates (incorporated by reference to Exhibit
10.39 to Sonic�s 2008 Annual Report).

10.13* Amendment to Guaranty and Subordination Agreements, dated as of January 1, 2005, by Sonic as Guarantor, to Capital
Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.40 to Sonic�s 2008 Annual Report).

10.14* Second Amendment to Guaranty and Subordination Agreements, dated as of March 11, 2009, by Sonic as Guarantor, to
Capital Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.41 to Sonic�s 2008 Annual
Report).

10.15* Side letter to Second Amendment to Guaranty and Subordination Agreements, dated as of March 11, 2009, by Sonic as
Guarantor, to Capital Automotive, L.P. and affiliates, as Landlord (incorporated by reference to Exhibit 10.42 to Sonic�s
2008 Annual Report).

10.16* Sonic Automotive, Inc. 2004 Stock Incentive Plan, Amended and Restated as of February 11, 2009 (incorporated by
reference to Exhibit 4 to Sonic�s Registration Statement on Form S-8 (Reg. No. 333-159674)).(1)

10.17* Underwriting Agreement (Class A common stock) dated as of September 17, 2009 by and among Sonic Automotive, Inc.
and J.P. Morgan Securities, Inc. and Merrill Lynch, Pierce, Fenner & Smith, Incorporated, as representatives of the several
underwriters named therein (incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K filed September
23, 2009 (the �September 23, 2009 Form 8-K�)).

10.18* Underwriting Agreement (convertible senior notes) dated as of September 17, 2009 by and among Sonic Automotive, Inc.
and J.P. Morgan Securities, Inc. and Merrill Lynch, Pierce, Fenner & Smith, Incorporated, as representatives of the several
underwriters named therein (incorporated by reference to Exhibit 1.2 to the September 23, 2009 Form 8-K).
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10.19* Amendment No. 1 to Sonic Automotive, Inc. Formula Stock Option Plan for Independent Directors (incorporated by
reference to Exhibit 10.45 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2009).(1)

10.20* Second Amended and Restated Credit Agreement, dated as of July 8, 2011, among Sonic Automotive, Inc.; each lender a
party thereto; Bank of America, N.A., as Administrative Agent, Swing Line Lender and an L/C Issuer;, and Wells Fargo
Bank, National Association, as an L/C Issuer (incorporated by reference to Exhibit 10.1 to Sonic�s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2011 (the �June 2011 Quarterly Report�)).

10.21* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Bank of America, N.A., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Sonic�s June 2011 Quarterly Report).

10.22* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Mercedes-Benz Financial Services USA, LLC, pursuant
to the Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.3 to Sonic�s June 2011
Quarterly Report).

10.23* Promissory Note, dated July 8, 2011, executed by Sonic in favor of BMW Financial Services NA, LLC, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.4 to Sonic�s June 2011 Quarterly
Report).

10.24* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Toyota Motor Credit Corporation, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.5 to Sonic�s June 2011 Quarterly
Report).

10.25* Promissory Note, dated July 8, 2011, executed by Sonic in favor of JPMorgan Chase Bank, N.A., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.6 to Sonic�s June 2011 Quarterly
Report).

10.26* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Wells Fargo Bank, National Association, pursuant to
the Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.7 to Sonic�s June 2011
Quarterly Report).

10.27* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Comerica Bank, pursuant to the Second Amended and
Restated Credit Agreement (incorporated by reference to Exhibit 10.8 to Sonic�s June 2011 Quarterly Report).

10.28* Promissory Note, dated July 8, 2011, executed by Sonic in favor of World Omni Financial Corp., pursuant to the Second
Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.9 to Sonic�s June 2011 Quarterly
Report).

10.29* Promissory Note, dated July 8, 2011, executed by Sonic in favor of U.S. Bank, National Association, pursuant to the
Second Amended and Restated Credit Agreement (incorporated by reference to Exhibit 10.10 to Sonic�s June 2011
Quarterly Report).

10.30* Promissory Note, dated July 8, 2011, executed by Sonic in favor of VW Credit, Inc., pursuant to the Second Amended and
Restated Credit Agreement (incorporated by reference to Exhibit 10.11 to Sonic�s June 2011 Quarterly Report).

10.31* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Capital One, N.A., pursuant to the Second Amended
and Restated Credit Agreement (incorporated by reference to Exhibit 10.12 to Sonic�s June 2011 Quarterly Report).

10.32* Second Amended and Restated Subsidiary Guaranty Agreement, Dated as of July 8, 2011, by the Revolving Subsidiary
Guarantor, as Guarantors, to Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.13 to Sonic�s June 2011 Quarterly Report).
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10.33* Second Amended and Restated Securities Pledge Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the
subsidiaries of Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by
reference to Exhibit 10.14 to Sonic�s June 2011 Quarterly Report).

10.34* Second Amended and Restated Escrow and Security Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the
subsidiaries of Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by
reference to Exhibit 10.15 to Sonic�s June 2011 Quarterly Report).

10.35* Second Amended and Restated Securities Pledge Agreement, dated as of July 8, 2011, by Sonic Financial Corporation and
Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit 10.16 to Sonic�s June
2011 Quarterly Report).

10.36* Second Amended and Restated Security Agreement, dated as of July 8, 2011, by Sonic Automotive, Inc., the subsidiaries of
Sonic named therein and Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.17 to Sonic�s June 2011 Quarterly Report).

10.37* Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement, dated July 8, 2011, among Sonic
Automotive, Inc.; certain subsidiaries of the Company; each lender; Bank of America, N.A., as Administrative Agent, New
Vehicle Swing Line Lender and Used Vehicle Swing Line Lender; and Bank of America, N.A., as Revolving
Administrative Agent (incorporated by reference to Exhibit 10.18 to Sonic�s June 2011 Quarterly Report).

10.38* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Bank of America, N.A., pursuant to the Amended and
Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.19 to
Sonic�s June 2011 Quarterly Report).

10.39* Promissory Note, dated July 8, 2011, executed by Sonic in favor of JPMorgan Chase Bank, N.A., pursuant to the Amended
and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.20
to Sonic�s June 2011 Quarterly Report).

10.40* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Wells Fargo Bank, National Association, pursuant to
the Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to
Exhibit 10.21 to Sonic�s June 2011 Quarterly Report).

10.41* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Comerica Bank, pursuant to the Amended and Restated
Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.22 to Sonic�s June
2011 Quarterly Report).

10.42* Promissory Note, dated July 8, 2011, executed by Sonic in favor of U.S. Bank, National Association, pursuant to the
Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to
Exhibit 10.23 to Sonic�s June 2011 Quarterly Report).

10.43* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Capital One, N.A., pursuant to the Amended and
Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference to Exhibit 10.24 to
Sonic�s June 2011 Quarterly Report).

10.44* Promissory Note, dated July 8, 2011, executed by Sonic in favor of Mercedes-Benz Financial Services USA, LLC, pursuant
to the Amended and Restated Syndicated New and Used Vehicle Floor Plan Credit Agreement (incorporated by reference
to Exhibit 10.25 to Sonic�s June 2011 Quarterly Report).
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10.45* Amended and Restated Company Guaranty Agreement, dated July 8, 2011, by Sonic Automotive, Inc. and Bank of
America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit 10.26 to Sonic�s June 2011
Quarterly Report).

10.46* Amended and Restated Subsidiary Guaranty Agreement, dated as of July 8, 2011, by the Floor Plan Subsidiary Guarantor,
as Guarantors, to Bank of America, N.A., as administrative agent for the lenders (incorporated by reference to Exhibit 10.27
to Sonic�s June 2011 Quarterly Report).

10.47* Sonic Automotive, Inc. Supplemental Executive Retirement Plan effective January 1, 2010 (incorporated by reference to
Exhibit 10.46 to Sonic�s Annual Report on Form 10-K for the year ended December 31, 2011).(1)

10.48* First Amendment to Sonic Automotive, Inc. Supplemental Executive Retirement Plan effective December 29, 2010
(incorporated by reference to Exhibit 10.47 to Sonic�s Annual Report on Form 10-K for the year ended December 31,
2011).(1)

12.1 Computation of Ratio of Earnings to Fixed Charges.

21.1 Subsidiaries of Sonic.

23.1 Consent of Ernst & Young LLP.

31.1 Certification of Mr. David P. Cosper pursuant to Rule 13a-14(a).

31.2 Certification of Mr. O. Bruton Smith pursuant to Rule 13a-14(a).

32.1 Certification of Mr. David P. Cosper pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32.2 Certification of Mr. O. Bruton Smith pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

101.INS** XBRL Instance Document

101.SCH** XBRL Taxonomy Extension Schema Document

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF** XBRL Taxonomy Definition Linkbase Document

101.LAB** XBRL Taxonomy Extension Label Linkbase Document

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Document

 * Filed Previously

** Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed not filed or part of a registration statement or prospectus
for purposes of Sections 11 or 12 of the Securities Act of 1933, are deemed not filed for purposes of Section 18 of the Securities Exchange
Act of 1934 and otherwise are not subject to liability under those sections.

(1) Indicates a management contract or compensatory plan or arrangement.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Sonic Automotive, Inc.

We have audited the accompanying consolidated balance sheets of Sonic Automotive, Inc. and subsidiaries as of December 31, 2011 and 2010,
and the related consolidated statements of income, comprehensive income, stockholders� equity, and cash flows for each of the three years in the
period ended December 31, 2011. These financial statements are the responsibility of the Company�s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Sonic
Automotive, Inc. and subsidiaries at December 31, 2011 and 2010, and the consolidated results of their operations and their cash flows for each
of the three years in the period ended December 31, 2011, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sonic Automotive,
Inc.�s internal control over financial reporting as of December 31, 2011, based on criteria established in Internal Control-Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 5, 2012 expressed an adverse
opinion thereon.

/s/     ERNST & YOUNG LLP

Charlotte, North Carolina

March 5, 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Sonic Automotive, Inc. and Subsidiaries

We have audited Sonic Automotive, Inc. and subsidiaries� internal control over financial reporting as of December 31, 2011, based on criteria
established in Internal Control � Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the
COSO criteria). Sonic Automotive, Inc. and subsidiaries� management is responsible for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Management�s
Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the company�s internal control over financial
reporting based on our audit.

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

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

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the company�s annual or interim financial statements will not be prevented or detected on a timely
basis. The following material weakness has been identified and included in management�s assessment. Management identified a material
weakness because oversight and review procedures designed to monitor the accuracy of certain new period-end journal entries was not effective.
Specifically, the control regarding review of the journal entry initiated in January 2011 to reclassify negative book cash balances between cash
and accounts payable was not operating effectively. We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the consolidated balance sheets of Sonic Automotive, Inc. and subsidiaries as of December 31, 2011 and 2010,
and the related consolidated statements of income, comprehensive income, stockholders� equity, and cash flows for each of the three years in the
period ended December 31, 2011. This material weakness was considered in determining the nature, timing and extent of audit tests applied in
our audit of the 2011 financial statements and this report does not affect our report dated March 5, 2012, which expressed an unqualified opinion
on those financial statements.

In our opinion, because of the effect of the material weakness described above on the achievement of the objectives of the control criteria, Sonic
Automotive, Inc. and subsidiaries has not maintained effective internal control over financial reporting as of December 31, 2011, based on the
COSO criteria.

/s/    ERNST & YOUNG LLP

Charlotte, North Carolina

March 5, 2012
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31, 2011 and 2010

December 31,
2011 2010
(Dollars in thousands)

ASSETS
Current Assets:
Cash and cash equivalents $ 1,913 $ 21,842
Receivables, net 303,279 239,634
Inventories 863,133 903,221
Assets held for sale � 2,020
Other current assets 12,404 23,633

Total current assets 1,180,729 1,190,350
Property and Equipment, net 552,037 436,260
Goodwill 468,465 468,516
Other Intangible Assets, net 76,276 79,149
Other Assets 62,122 76,489

Total Assets $ 2,339,629 $ 2,250,764

LIABILITIES AND STOCKHOLDERS� EQUITY
Current Liabilities:
Notes payable � floor plan � trade $ 469,027 $ 478,834
Notes payable � floor plan � non-trade 399,314 383,151
Trade accounts payable 86,902 59,719
Accrued interest 12,117 14,070
Other accrued liabilities 177,707 160,763
Current maturities of long-term debt 11,608 9,050

Total current liabilities 1,156,675 1,105,587
Long-Term Debt 536,011 546,401
Other Long-Term Liabilities 124,201 134,081
Commitments and Contingencies
Stockholders� Equity:
Class A convertible preferred stock, none issued � �
Class A common stock, $0.01 par value; 100,000,000 shares authorized; 56,377,778 shares issued and
40,600,031 shares outstanding at December 31, 2011; 55,738,639 shares issued and 40,757,999 shares
outstanding at December 31, 2010 564 557
Class B common stock; $0.01 par value; 30,000,000 shares authorized; 12,029,375 shares issued and
outstanding at December 31, 2011 and December 31, 2010 121 121
Paid-in capital 667,839 666,961
Retained earnings 124,383 53,427
Accumulated other comprehensive income (loss) (21,490) (18,683) 
Treasury stock, at cost (15,777,747 Class A shares held at December 31, 2011 and 14,980,640 Class A shares
held at December 31, 2010) (248,675) (237,688) 

Total stockholders� equity 522,742 464,695
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Total Liabilities and Stockholders� Equity $ 2,339,629 $ 2,250,764

See Notes to Consolidated Financial Statements.
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31, 2011, 2010 and 2009

Year Ended December 31,
2011 2010 2009

(Dollars and shares in thousands,
except per share amounts)

Revenues:
New vehicles $ 4,260,270 $ 3,646,200 $ 3,229,948
Used vehicles 2,037,348 1,776,581 1,451,870
Wholesale vehicles 173,569 149,041 147,002

Total vehicles 6,471,187 5,571,822 4,828,820
Parts, service and collision repair 1,181,643 1,128,054 1,071,825
Finance, insurance and other 218,444 180,968 154,696

Total revenues 7,871,274 6,880,844 6,055,341
Cost of Sales:
New vehicles (3,991,272) (3,409,129) (3,010,790) 
Used vehicles (1,890,070) (1,636,961) (1,327,878) 
Wholesale vehicles (179,357) (154,082) (152,487) 

Total vehicles (6,060,699) (5,200,172) (4,491,155) 
Parts, service and collision repair (601,456) (565,994) (531,514) 

Total cost of sales (6,662,155) (5,766,166) (5,022,669) 
Gross profit 1,209,119 1,114,678 1,032,672
Selling, general and administrative expenses (952,436) (896,697) (829,220) 
Impairment charges (1,151) (249) (23,460) 
Depreciation and amortization (40,684) (35,110) (34,879) 

Operating income (loss) 214,848 182,622 145,113
Other income (expense):
Interest expense, floor plan (19,639) (21,536) (19,812) 
Interest expense, other, net (60,682) (63,343) (78,284) 
Interest expense, non-cash, convertible debt (6,724) (6,914) (679) 
Interest expense / amortization, non-cash, cash flow swaps (760) (4,883) (11,769) 
Other income (expense), net (1,014) (7,525) (6,677) 

Total other income (expense) (88,819) (104,201) (117,221) 

Income (loss) from continuing operations before taxes 126,029 78,421 27,892
Provision for income taxes � benefit (expense) (48,382) 17,504 29,275

Income (loss) from continuing operations 77,647 95,925 57,167
Discontinued operations:
Income (loss) from operations and the sale of dealerships (2,868) (8,237) (50,244) 
Income tax benefit (expense) 1,475 2,241 24,625

Income (loss) from discontinued operations (1,393) (5,996) (25,619) 
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Net income (loss) $ 76,254 $ 89,929 $ 31,548

Basic earnings (loss) per common share:
Earnings (loss) per share from continuing operations $ 1.46 $ 1.82 $ 1.29
Earnings (loss) per share from discontinued operations (0.02) (0.12) (0.58) 

Earnings (loss) per common share $ 1.44 $ 1.70 $ 0.71

Weighted average common shares outstanding 52,358 52,214 43,836

Diluted earnings (loss) per common share:
Earnings (loss) per share from continuing operations $ 1.31 $ 1.58 $ 1.07
Earnings (loss) per share from discontinued operations (0.02) (0.09) (0.45) 

Earnings (loss) per common share $ 1.29 $ 1.49 $ 0.62

Weighted average common shares outstanding 65,464 65,794 55,832

Dividends declared per common share $ 0.10 $ 0.025 $ �
See Notes to Consolidated Financial Statements
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31, 2011, 2010 and 2009

Year Ended December 31,
2011 2010 2009

(Dollars in thousands)
Net income (loss) $ 76,254 $ 89,929 $ 31,548

Other comprehensive income (loss) before taxes:
Change in fair value of interest rate swap agreements (4,019) 5,914 18,539
Discontinuance of interest rate swap agreements � � 4,502
Change in pension actuarial income (loss) (508) � �

Total other comprehensive income (loss) before taxes (4,527) 5,914 23,041
Provision for income tax benefit (expense) related to components of other comprehensive income
(loss) 1,720 (2,247) (8,756) 

Other comprehensive income (loss) (2,807) 3,667 14,285

Comprehensive income (loss) $ 73,447 $ 93,596 $ 45,833

See Notes to Consolidated Financial Statements
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

Years Ended December 31, 2009, 2010 and 2011

Class A
Common Stock

Class B
Common Stock

Paid-In
Capital

Retained
Earnings /

(Accumulated
Deficit)

Treasury
Stock

Accumulated
Other

Comprehensive
Income
(Loss)

Total
Stockholders�

EquityShares Amount Shares Amount
(Dollars and shares in thousands)

BALANCE AT DECEMBER 31, 2008 42,923 $ 429 12,029 $ 121 $ 537,022 $ (66,900) $ (236,514) $ (36,635) $ 197,523
Shares awarded under stock
compensation plans 104 � � � � � � � �
Purchases of treasury stock � � � � � � (61) � (61) 
Income tax benefit associated with
convertible note hedge � � � � 4,293 � � � 4,293
Fair value of interest rate swap
agreements, net of tax expense of
$7,045 � � � � � � � 11,494 11,494
Discontinuance of cash flow swaps, net
of tax expense of $1,711 � � � � � � � 2,791 2,791
Issuance of Common Stock 11,699 117 � � 105,095 � � � 105,212
Derecognition of equity component of
4.25% Convertible Notes(1), net of tax
benefit of $2,887 � � � � (4,331) � � � (4,331) 
Recognition of equity component of
5.0% Convertible Notes(2), net of tax
expense of $12,823 � � � � 18,146 � � � 18,146
Stock-based compensation expense � � � � 603 � � � 603
Restricted stock amortization � � � � 1,329 � � � 1,329
Other 261 4 � � 29 172 � � 205
Net income (loss) � � � � � 31,548 � � 31,548

BALANCE AT DECEMBER 31, 2009 54,987 $ 550 12,029 $ 121 $ 662,186 $ (35,180) $ (236,575) $ (22,350) $ 368,752

Shares awarded under stock
compensation plans 396 4 � � 1,737 � � � 1,741
Purchases of treasury stock � � � � � � (1,113) � (1,113) 
Income tax expense associated with
stock compensation plans � � � � (12) � � � (12) 
Income tax benefit associated with
convertible note hedge � � � � 239 � � � 239
Fair value of interest rate swap
agreements, net of tax expense of
$2,247 � � � � � � � 3,667 3,667
Stock-based compensation expense � � � � 513 � � � 513
Restricted stock amortization � � � � 2,301 � � � 2,301
Other 356 3 � � (3) � � � �
Net income (loss) � � � � � 89,929 � � 89,929
Dividends ($0.025 per share) � � � � � (1,322) � � (1,322) 

BALANCE AT DECEMBER 31, 2010 55,739 $ 557 12,029 $ 121 $ 666,961 $ 53,427 $ (237,688) $ (18,683) $ 464,695

Shares awarded under stock
compensation plans 350 4 � � 641 � � � 645
Purchases of treasury stock � � � � � � (10,987) � (10,987) 

� � � � 1,772 � � � 1,772
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Income tax benefit associated with stock
compensation plans
Derecognition of equity component of
5.0% Convertible Notes(2), net of tax
benefit of $627 � � � � (5,230) � � � (5,230) 
Fair value of interest rate swap
agreements, net of tax benefit of $1,527 � � � � � � � (2,492) (2,492) 
Change in pension actuarial loss, net of
tax benefit of $193 � � � � � � � (315) (315) 
Stock-based compensation expense � � � � 438 � � � 438
Restricted stock amortization � � � � 3,260 � � � 3,260
Other 289 3 � � (3) � � � �
Net income (loss) � � � � � 76,254 � � 76,254
Dividends ($0.10 per share) � � � � � (5,298) � � (5,298) 

BALANCE AT DECEMBER 31, 2011 56,378 $ 564 12,029 $ 121 $ 667,839 $ 124,383 $ (248,675) $ (21,490) $ 522,742

(1) 4.25% Convertible Senior Subordinated Notes due 2010 (the �4.25% Convertible Notes�). See Note 6, �Long-Term Debt,� for further
discussion.

(2) 5.0% Convertible Senior Notes due 2029 which are redeemable by us and which may be put to us by the holders after October 1, 2014
under certain circumstances (the �5.0% Convertible Notes�). See Note 6, �Long-Term Debt,� for further discussion.

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2011 2010 2009

(Dollars in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 76,254 $ 89,929 $ 31,548
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization of property, plant and equipment 40,607 35,292 36,091
Provision for bad debt expense 863 1,449 1,491
Other amortization 2,878 1,656 1,656
Debt issuance cost amortization 3,725 3,685 13,435
Debt discount amortization, net of premium amortization 5,158 5,195 11,755
Stock � based compensation expense 438 513 603
Amortization of restricted stock, net of forfeitures 3,260 2,301 1,329
Deferred income taxes 28,916 22,057 23,153
Valuation allowance � deferred income taxes � (50,388) (53,743) 
Equity interest in earnings of investees (603) (752) (713) 
Asset impairment charges 1,151 249 30,038
Loss (gain) on disposal of dealerships and property and equipment 256 (1,249) (804) 
Loss on exit of leased dealerships 4,384 4,266 33,013
(Gain) loss on retirement of debt 1,107 7,665 6,745
Derivative liability fair value adjustments � � (11,300) 
Non-cash adjustments � cash flow swaps 760 4,883 11,769
Changes in assets and liabilities that relate to operations:
Receivables (64,858) (8,114) 23,424
Inventories 40,201 (121,935) 307,803
Other assets (5,117) (21,315) (1,393) 
Notes payable � floor plan � trade (9,807) 263,963 (58,972) 
Trade accounts payable and other liabilities 24,057 15,689 (3,347) 

Total adjustments 77,376 165,110 372,033

Net cash provided by (used in) operating activities 153,630 255,039 403,581

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of land, property and equipment (158,716) (85,194) (43,277) 
Proceeds from sales of property and equipment 965 1,214 6,018
Proceeds from sale of dealerships 129 24,720 27,276
Distributions from equity investees 600 600 300

Net cash provided by (used in) investing activities (157,022) (58,660) (9,683) 

CASH FLOWS FROM FINANCING ACTIVITIES:
Net (repayments) borrowings on notes payable floor plan � non-trade 16,163 (168,688) (294,823) 
Borrowings on revolving credit facilities 248,018 40,000 558,011
Repayments on revolving credit facilities (248,018) (40,000) (628,853) 
Proceeds from issuance of long-term debt 66,150 229,775 178,751
Debt issuance costs � (10,962) (18,387) 
Principal payments on long-term debt (20,418) (6,362) (5,458) 
Settlement of cash flow swaps � � (16,454) 
Repurchase of debt securities (64,576) (249,190) (244,258) 
Purchases of treasury stock (10,987) (1,113) (61) 
Income tax benefit (expense) associated with stock compensation plans 1,772 (12) �
Income tax benefit associated with convertible hedge � 239 4,293
Issuance of shares under stock compensation plans 645 1,741 �
Issuance of common stock � � 101,265
Dividends paid (5,286) � (4,860) 
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Net cash provided by (used in) financing activities (16,537) (204,572) (370,834) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (19,929) (8,193) 23,064
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 21,842 30,035 6,971

CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,913 $ 21,842 $ 30,035

SUPPLEMENTAL SCHEDULE OF NON-CASH FINANCING ACTIVITIES:
Change in fair value of cash flow hedging instruments (net of tax benefit of $1,527, and tax expense of
$2,247 and $7,045 in 2011, 2010 and 2009, respectively) $ (2,492) $ 3,667 $ 11,494
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid (received) during the year for:
Interest, including amount capitalized $ 87,652 $ 93,598 $ 110,420
Income taxes $ 20,371 $ (17,098) $ (23,507) 

See Notes to Consolidated Financial Statements
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(All tables in thousands except per share amounts)

1. Description of Business and Summary of Significant Accounting Policies
Organization and Business � Sonic Automotive, Inc. (�Sonic� or the �Company�) is one of the largest automotive retailers in the United States (as
measured by total revenue), operating 119 dealerships and 23 collision repair centers throughout the United States as of December 31, 2011.
Sonic sells new and used cars and light trucks, sells replacement parts, provides vehicle maintenance, warranty repair, paint and collision repair
services, and arranges related financing and insurance for its automotive customers. As of December 31, 2011, Sonic sold a total of 30 foreign
and domestic brands of new vehicles.

Principles of Consolidation � All of Sonic�s dealership and non-dealership subsidiaries are wholly owned and consolidated in the accompanying
Consolidated Financial Statements except for one fifty-percent owned dealership that is accounted for under the equity method. All material
intercompany balances and transactions have been eliminated in the accompanying Consolidated Financial Statements.

Reclassifications � Individual dealerships sold, terminated or classified as held for sale are reported as discontinued operations. The results of
operations of these dealerships for the years ended December 31, 2011, 2010 and 2009 are reported as discontinued operations for all periods
presented. Determining whether a dealership will be reported as continuing or discontinued operations involves judgments such as whether a
dealership will be sold or terminated, the period required to complete the disposition and the likelihood of changes to a plan for sale. If in future
periods Sonic determines that a dealership should be either reclassified from continuing operations to discontinued operations or from
discontinued operations to continuing operations, previously reported Consolidated Statements of Income are reclassified in order to reflect the
current classification.

Recent Accounting Pronouncements � In September 2011, the Financial Accounting Standards Board (�FASB�) issued an accounting standard
update that amends the accounting guidance on goodwill impairment testing. The amendments in this accounting standard update allow an entity
to make a qualitative evaluation about the likelihood of goodwill impairment to determine whether it should calculate the fair value of a
reporting unit. The amendments also improve previous guidance by expanding upon the examples of events and circumstances that an entity
should consider between annual impairment tests in determining whether it is more likely than not that the fair value of a reporting unit is less
than its carrying amount. The amendments in this accounting standard update are effective for interim and annual goodwill impairment tests
performed for fiscal years beginning after December 15, 2011. The early adoption of this accounting standard update did not have an impact on
Sonic�s consolidated financial position, results of operations, or cash flows, as it was intended to simplify the assessment for goodwill
impairment.

In September 2011, the FASB issued an accounting standard update that requires employers that participate in multiemployer pension plans to
provide additional quantitative and qualitative disclosures. The amended disclosures provide users with more detailed information about an
employer�s involvement in multiemployer pension plans and are effective for annual periods ending after December 15, 2011. Six of Sonic�s
dealerships participate in multiemployer pension plans. The adoption of this accounting standard update did not have an impact on Sonic�s
consolidated financial position, results of operations, or cash flows, as it only required certain additional disclosures (see Note 10, �Employee
Benefit Plans,� for discussion).

In June 2011, the FASB issued an accounting standard update which requires the presentation of components of other comprehensive income
with the components of net income in either (1) a continuous statement of comprehensive income that contains two sections: net income and
other comprehensive income; or (2) two separate but consecutive statements. This accounting standard update eliminates the option to present
components of other comprehensive income as part of the statement of shareholders� equity, and is effective for
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SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

interim and annual periods beginning after December 15, 2011. The early adoption of this accounting standard update did not have an impact on
Sonic�s consolidated financial position, results of operations, or cash flows, as it only required a change in the format of Sonic�s current
presentation of comprehensive income.

In May 2011, the FASB issued an accounting standard update that amends the accounting standard on fair value measurements. The accounting
standard update provides for a consistent definition and measurement of fair value, as well as similar disclosure requirements between U.S.
generally accepted accounting principles and International Financial Reporting Standards. The accounting standard update changes certain fair
value measurement principles, clarifies the application of existing fair value measurement, and expands the fair value measurement disclosure
requirements, particularly for Level 3 fair value measurements. The amendments in this accounting standard update are to be applied
prospectively and are effective for interim and annual periods beginning after December 15, 2011 (early adoption is not permitted for public
companies). The adoption of this accounting standard update will not have a material effect on Sonic�s consolidated financial statements or
disclosures.

Use of Estimates � The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires Sonic�s management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the Consolidated Financial Statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates particularly related to allowance for credit loss, realization of
inventory, intangible asset and deferred tax asset values, reserves for tax contingencies, legal matters, reserves for future chargebacks, results
reported as continuing and discontinued operations, insurance reserves, lease exit accruals and certain accrued expenses.

Cash and Cash Equivalents � Sonic classifies cash and all highly liquid investments with a maturity of three months or less at the date of
purchase, including short-term time deposits and government agency and corporate obligations, as cash and cash equivalents.

Revenue Recognition � Sonic records revenue when vehicles are delivered to customers, when vehicle service work is performed and when parts
are delivered. Conditions for completing a sale include having an agreement with the customer, including pricing, and the sales price must be
reasonably expected to be collected.

Sonic arranges financing for customers through various financial institutions and receives a commission from the financial institution either in a
flat fee amount or in an amount equal to the difference between the interest rates charged to customers over the predetermined interest rates set
by the financial institution. Sonic also receives commissions from the sale of various insurance contracts to customers. Sonic may be assessed a
chargeback fee in the event of early cancellation of a loan or insurance contract by the customer. Finance and insurance commission revenue is
recorded net of estimated chargebacks at the time the related contract is placed with the financial institution.

Sonic also receives commissions from the sale of non-recourse third party extended service contracts to customers. Under these contracts, the
applicable manufacturer or third party warranty company is directly liable for all warranties provided within the contract. Commission revenue
from the sale of these third party extended service contracts is recorded net of estimated chargebacks at the time of sale. As of December 31,
2011 and 2010, the amounts recorded as allowances for commission chargeback reserves were $11.1 million and $11.3 million, respectively, and
were classified as other accrued liabilities and other long-term liabilities in the accompanying Consolidated Balance Sheets.

Floor Plan Assistance � Sonic receives floor plan assistance payments from certain manufacturers. This assistance reduces the carrying value of
Sonic�s new vehicle inventory and is recognized as a reduction of cost of
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

sales at the time the vehicle is sold. Amounts recognized as a reduction of cost of sales for continuing operations were $26.7 million, $23.6
million and $21.0 million for the years ended December 31, 2011, 2010 and 2009, respectively. Sonic recognized an additional $0.4 million and
$1.6 million in floor plan assistance related to discontinued operations for the years ended December 31, 2010 and 2009, respectively.

Contracts in Transit � Contracts in transit represent customer finance contracts evidencing loan agreements or lease agreements between Sonic, as
creditor, and the customer, as borrower, to acquire or lease a vehicle in situations where a third-party finance source has given Sonic initial,
non-binding approval to assume Sonic�s position as creditor. Funding and final approval from the finance source is provided upon the finance
source�s review of the loan or lease agreement and related documentation executed by the customer at the dealership. These finance contracts are
typically funded within ten days of the initial approval of the finance transaction given by the third-party finance source. The finance source is
not contractually obligated to make the loan or lease to the customer until it gives its final approval and funds the transaction, and until such final
approval is given, the contracts in transit represent amounts due from the customer to Sonic. Contracts in transit are included in receivables on
the accompanying Consolidated Balance Sheets and totaled $148.3 million at December 31, 2011 and $109.0 million at December 31, 2010.

Accounts Receivable � In addition to contracts in transit, Sonic�s accounts receivable consist of amounts due from the manufacturers for repair
services performed on vehicles with a remaining factory warranty and amounts due from third parties from the sale of parts. Sonic evaluates
receivables for collectability based on the age of the receivable, the credit history of the customer and past collection experience. The allowance
for doubtful accounts receivable is not significant.

Inventories � Inventories of new vehicles, recorded net of manufacturer credits, and used vehicles, including demonstrators, are stated at the lower
of specific cost or market. Inventories of parts and accessories are accounted for using the �first-in, first-out� (�FIFO�) method of inventory
accounting and are stated at the lower of FIFO cost or market. Other inventories are primarily service loaner vehicles and, to a lesser extent,
vehicle chassis, other supplies and capitalized customer work-in-progress (open customer vehicle repair orders). Other inventories are stated at
the lower of specific cost (depreciated cost for service loaner vehicles) or market.

Sonic assesses the valuation of all its vehicle and parts inventories and maintains a reserve where the cost basis exceeds the fair market value. In
making this assessment for new vehicles, used vehicles and parts inventory, Sonic considers recent internal and external market data and the age
of the vehicles to estimate the inventory�s fair market value. The risk with vehicle inventory is minimized by the fact that vehicles can be
transferred within Sonic�s network of stores. The risk with parts inventories is minimized by the fact that excess or obsolete parts can also be
transferred within Sonic�s network of stores or can usually be returned to the manufacturer. Recorded inventory reserves are not significant.

Property and Equipment � Property and equipment are stated at cost. Depreciation and amortization are computed using the straight-line method
over the estimated useful lives of the assets. Sonic amortizes leasehold improvements over the shorter of the estimated useful life or the
remaining lease life. This lease life includes renewal options if a renewal has been determined to be reasonably assured. The range of estimated
useful lives is as follows:

Leasehold and land improvements 10-30 years
Buildings 10-30 years
Parts and service equipment 7-10 years
Office equipment and fixtures 3-10 years
Company vehicles 3-5 years
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

Sonic reviews the carrying value of property and equipment and other long-term assets (other than goodwill and franchise assets) for impairment
whenever events or changes in circumstances indicate that the carrying value may not be recoverable. If such an indication is present, Sonic
compares the carrying amount of the asset to the estimated undiscounted cash flows related to those assets. Sonic concludes that an asset is
impaired if the sum of such expected future cash flows is less than the carrying amount of the related asset. If Sonic determines an asset is
impaired, the impairment loss would be the amount by which the carrying amount of the related asset exceeds its fair value. The fair value of the
asset would be determined based on the quoted market prices, if available. If quoted market prices are not available, Sonic determines fair value
by using a discounted cash flow model. See Note 4, �Property and Equipment,� for a discussion of impairment charges.

Derivative Instruments and Hedging Activities � Sonic utilizes derivative financial instruments for the purpose of hedging the risks of certain
identifiable and anticipated transactions and the fair value of certain obligations classified as long-term debt on the accompanying Consolidated
Balance Sheets. Commonly, the types of risks being hedged are those relating to the variability of cash flows and long-term debt fair values
caused by fluctuations in interest rates. Sonic documents its risk management strategy and hedge effectiveness at the inception of and during the
term of each hedge. As of December 31, 2011, Sonic utilizes interest rate swap agreements to effectively convert a portion of its LIBOR-based
variable rate debt to a fixed rate. See Note 6, �Long-Term Debt,� for further discussion of derivative instruments and hedging activities.

Goodwill � Goodwill is recognized to the extent that the purchase price of the acquisition exceeds the estimated fair value of the net assets
acquired, including other identifiable intangible assets.

In accordance with �Intangibles � Goodwill and Other,� in the Accounting Standards Codification (the �ASC�), goodwill is tested for impairment at
least annually, or more frequently when events or circumstances indicate that impairment might have occurred. The ASC also states that if an
entity determines, based on an assessment of certain qualitative factors, that it is not more likely than not that the fair value of a reporting unit is
less than its carrying amount, then the first and second steps of the goodwill impairment test are unnecessary. As of December 31, 2011, Sonic
concluded based on qualitative factors that it was more likely than not that the fair value of its reporting unit was greater than its carrying value.
Accordingly, a step one evaluation was not required in conjunction with Sonic�s annual impairment evaluation in the year ended December 31,
2011.

In evaluating goodwill for impairment, if the fair value of the reporting unit is less than its carrying value, Sonic is then required to proceed to
the second step of the impairment test. The second step involves allocating the calculated fair value to all of the assets and liabilities of the
reporting unit as if the calculated fair value was the purchase price in a business combination. This allocation would include assigning value to
any previously unrecognized identifiable assets (including franchise assets) which means the remaining fair value that would be allocated to
goodwill would be significantly reduced. See discussion regarding franchise and dealer agreements acquired prior to July 1, 2001 under the
heading �Other Intangible Assets� below. Sonic would then compare the fair value of the goodwill resulting from this allocation process to the
carrying value of the goodwill with the difference representing the amount of impairment. The purpose of this second step is only to determine
the amount of goodwill that should be recorded on the balance sheet. The recorded amounts of other items on the balance sheet are not adjusted.

Sonic uses a discounted cash flow model to estimate its reporting unit�s fair value in evaluating goodwill for impairment. The significant
assumptions include projected earnings, weighted average cost of capital (and estimates in the weighted average cost of capital inputs) and
residual growth rates. Sonic also considers a control premium that represents the estimated amount an investor would pay for Sonic�s equity
securities to obtain a controlling interest and other factors. See Note 5, �Intangible Assets and Goodwill,� for further discussion.
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Other Intangible Assets � The principal identifiable intangible assets other than goodwill acquired in an acquisition are rights under franchise or
dealer agreements with manufacturers. Sonic classifies franchise and dealer agreements as indefinite lived intangible assets as it has been Sonic�s
experience that renewals have occurred without substantial cost or material modifications to the underlying agreements. As such, Sonic believes
that its franchise and dealer agreements will contribute to cash flows for an indefinite period, therefore the carrying amount of franchise rights is
not amortized. Franchise and dealer agreements acquired after July 1, 2001 have been included in other intangible assets on the accompanying
Consolidated Balance Sheets. Prior to July 1, 2001, franchise and dealer agreements were recorded and amortized as part of goodwill and remain
as part of goodwill on the accompanying Consolidated Balance Sheets. Other intangible assets acquired in acquisitions include favorable lease
agreements with definite lives which are amortized on a straight-line basis over the remaining lease term. Sonic tests other intangible assets for
impairment annually or more frequently if events or circumstances indicate possible impairment. See Note 5, �Intangible Assets and Goodwill,�
regarding impairment charges on franchise and dealer agreements.

Insurance Reserves � Sonic has various self-insured and high deductible casualty and other insurance programs which require the Company to
make estimates in determining the ultimate liability it may incur for claims arising under these programs. These insurance reserves are estimated
by management using actuarial evaluations based on historical claims experience, claims processing procedures, medical cost trends and, in
certain cases, a discount factor. As of December 31, 2011 and 2010, Sonic had $22.2 million and $21.0 million, respectively, reserved for such
programs.

Lease Exit Accruals � The majority of Sonic�s dealership properties are leased under long-term operating lease arrangements. When situations
arise where the leased properties are no longer utilized in operations, Sonic records accruals for the present value of the lease payments, net of
estimated sublease rentals, for the remaining life of the operating leases and other accruals necessary to satisfy the lease commitment to the
landlord. These situations could include the relocation of an existing facility or the sale of a dealership whereby the buyer will not be subleasing
the property for either the remaining term of the lease or for an amount of rent equal to Sonic�s obligation under the lease. See Note 12,
�Commitments and Contingencies,� for further discussion.

Income Taxes � Income taxes are provided for the tax effects of transactions reported in the accompanying Consolidated Financial Statements and
consist of taxes currently due plus deferred taxes. Deferred taxes are provided at enacted tax rates for the tax effects of carryforward items and
temporary differences between the tax basis of assets and liabilities and their reported amounts. As a matter of course, the Company is regularly
audited by various taxing authorities and from time to time, these audits result in proposed assessments where the ultimate resolution may result
in the Company owing additional taxes. Sonic�s management believes that the Company�s tax positions comply with applicable tax law and that
the Company has adequately provided for any reasonably foreseeable outcome related to these matters.

From time to time, Sonic engages in transactions in which the tax consequences may be subject to uncertainty. Significant judgment is required
in assessing and estimating the tax consequences of these transactions. Sonic determines whether it is more likely than not that a tax position will
be sustained upon examination, including resolution of any related appeals or litigation processes, based on the technical merits of the
position. In evaluating whether a tax position has met the more-likely-than-not recognition threshold, Sonic presumes that the position will be
examined by the appropriate taxing authority that has full knowledge of all relevant information. A tax position that does not meet the
more-likely-than-not recognition threshold is measured to determine the amount of benefit to be recognized in the financial statements. The tax
position is measured at the largest amount of benefit that is likely of being realized upon ultimate settlement. Sonic adjusts its estimates
periodically because of ongoing examinations by and settlements with the various taxing authorities, as well as changes in tax laws, regulations
and precedent. See Note 7, �Income Taxes,� for further discussion of Sonic�s uncertain tax positions.
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Concentrations of Credit and Business Risk � Financial instruments that potentially subject Sonic to concentrations of credit risk consist
principally of cash on deposit with financial institutions. At times, amounts invested with financial institutions exceed FDIC insurance limits.
Concentrations of credit risk with respect to receivables are limited primarily to automobile manufacturers and financial institutions. Credit risk
arising from trade receivables from commercial customers is reduced by the large number of customers comprising the trade receivables
balances.

The counterparties to Sonic�s swap transactions consist of four large financial institutions. Sonic could be exposed to loss in the event of
non-performance by any of these counterparties.

Financial Instruments and Market Risks � As of December 31, 2011 and 2010, the fair values of Sonic�s financial instruments including
receivables, notes receivable from finance contracts, notes payable-floor plan, trade accounts payable, borrowings under the revolving credit
facilities and certain mortgage notes approximate their carrying values due either to length of maturity or existence of variable interest rates that
approximate prevailing market rates. See Note 11, �Fair Value Measurements,� for further discussion of the fair value and carrying value of Sonic�s
fixed rate long-term debt.

Sonic has variable rate notes payable � floor plan, revolving credit facilities and other variable rate notes that expose Sonic to risks caused by
fluctuations in the underlying interest rates. The total outstanding balance of such facilities before the effects of interest rate swaps was
approximately $934.0 million at December 31, 2011 and approximately $907.6 million at December 31, 2010.

Advertising � Sonic expenses advertising costs in the period incurred, net of earned cooperative manufacturer credits that represent
reimbursements for specific, identifiable and incremental advertising costs. Advertising expense amounted to approximately $53.3 million,
$46.9 million and $44.7 million for the years ended December 31, 2011, 2010 and 2009, respectively, and has been classified as selling, general
and administrative expense in the accompanying Consolidated Statements of Income.

Sonic has cooperative advertising reimbursement agreements with certain automobile manufacturers it represents. These cooperative programs
require Sonic to provide the manufacturer with support for qualified, actual advertising expenditures in order to receive reimbursement under
these cooperative agreements. It is uncertain whether or not Sonic would maintain the same level of advertising expenditures if these
manufacturers discontinued their cooperative programs. Cooperative manufacturer credits classified as an offset to advertising expenses were
approximately $18.8 million, $13.7 million and $9.2 million for the years ended December 31, 2011, 2010 and 2009, respectively.

Segment Information � Sonic has determined it has a single segment for purposes of reporting financial condition and results of operations.

2. Business Acquisitions and Dispositions
Acquisitions

Sonic�s growth strategy is focused on metropolitan markets, predominantly in the Southeast, Southwest, Midwest and California. Where
practicable, Sonic also seeks to acquire stable dealerships that Sonic believes have above average sales prospects. Under Sonic�s amended and
restated syndicated revolving credit agreement and syndicated floor plan credit facility (the �2011 Credit Facilities�), Sonic is restricted from
making dealership acquisitions in any fiscal year if the aggregate cost of all such acquisitions occurring in any fiscal year is in excess of $50.0
million, or if the aggregate cost of such acquisitions is in excess of $175.0 million during the
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term of the agreement, without the written consent of the Required Lenders (as that term is defined in the 2011 Credit Facilities). With this
restriction on Sonic�s ability to make dealership acquisitions, its acquisition growth strategy may be limited. See Note 6, �Long-Term Debt,� for
further discussion of the 2011 Credit Facilities.

Dispositions

Sonic did not dispose of any dealerships during the year ended December 31, 2011. During the years ended December 31, 2010 and 2009, Sonic
completed 7 and 12 dispositions, respectively. Of the 12 dispositions in the year ended December 31, 2009, 6 were General Motors dealerships
that were terminated by the manufacturer as of December 31, 2009. The dispositions during the years ended December 31, 2010 and 2009
generated cash of approximately $24.7 million and $27.3 million, respectively. The operating gains or losses associated with these disposed
dealerships are included in the amounts shown in the table below.

In conjunction with dealership dispositions, Sonic has agreed to indemnify the buyers from certain liabilities and costs arising from operations or
events that occurred prior to sale but which may or may not be known at the time of sale, including environmental liabilities and liabilities
associated from the breach of representations or warranties made under the agreements. See Note 12, �Commitments and Contingencies,� for
further discussion.

Results associated with dealerships classified as discontinued operations were as follows:

Year Ended December 31,
2011 2010 2009

(In thousands)
Income (loss) from operations $ (2,383) $ (6,634) $ (12,579) 
Gain (loss) on disposal (314) 2,629 (293) 
Lease exit accrual adjustments (171) (4,232) (30,794) 
Property impairment charges � � (4,992) 
Goodwill impairment charges � � (1,586) 

Pre-tax income (loss) $ (2,868) $ (8,237) $ (50,244) 

Total revenues $ � $ 55,077 $ 294,390

Sonic allocates corporate-level interest to discontinued operations based on the net assets of the discontinued operations group. Interest allocated
to discontinued operations for the years ended December 31, 2010 and 2009 was $0.2 million and $2.0 million, respectively.

3. Inventories and Related Notes Payable � Floor Plan
Inventories consist of the following:

December 31,
2011 2010

(In thousands)
New vehicles $ 569,573 $ 628,939
Used vehicles 178,568 165,039
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Parts and accessories 54,042 50,854
Other 60,950 58,389

Inventories $ 863,133 $ 903,221
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Sonic finances all of its new and certain of its used vehicle inventory through standardized floor plan facilities with a syndicate of financial
institutions and manufacturer-affiliated finance companies. The new and used floor plan facilities bear interest at variable rates based on prime
and LIBOR. The weighted average interest rate for Sonic�s new vehicle floor plan facilities, for continuing operations and discontinued
operations, was 2.39% and 2.71% for the years ended December 31, 2011 and 2010, respectively. Sonic�s floor plan interest expense related to
the new vehicle floor plan arrangements is partially offset by amounts received from manufacturers in the form of floor plan assistance. Floor
plan assistance received is capitalized in inventory and charged against cost of sales when the associated inventory is sold. For the years ended
December 31, 2011, 2010 and 2009, for continuing operations and discontinued operations, Sonic recognized a reduction in cost of sales of
approximately $26.7 million, $24.0 million and $22.6 million, respectively, related to manufacturer floor plan assistance.

The average interest rate for Sonic�s used vehicle floor plan facilities, for continuing operations and discontinued operations, was 2.71% and
2.88% for the years ended December 31, 2011 and 2010, respectively.

The new and used floor plan facilities are collateralized by vehicle inventories and other assets, excluding franchise and dealer agreements, of
the relevant dealership subsidiary. The new and used floor plan facilities contain a number of covenants, including, among others, covenants
restricting Sonic with respect to the creation of liens and changes in ownership, officers and key management personnel. Sonic was in
compliance with all of these restrictive covenants as of December 31, 2011.

4. Property and Equipment
Property and equipment consists of the following:

December 31,

2011 2010
(In thousands)

Land $ 131,865 $ 76,357
Building and improvements 455,650 353,088
Office equipment and fixtures 92,920 77,654
Parts and service equipment 61,561 56,651
Company vehicles 8,391 8,137
Construction in progress 16,191 48,230

Total, at cost 766,578 620,117
Less accumulated depreciation (214,541) (181,837) 

Subtotal 552,037 438,280
Less assets held for sale � (2,020) 

Property and equipment, net $ 552,037 $ 436,260

During the year ended December 31, 2011, Sonic purchased seven dealership properties for approximately $91.4 million, utilizing cash on hand
and borrowings under the then existing syndicated revolving credit facility and floor plan facility. These dealership properties were either
previously leased through long-term operating leases or will replace dealership properties currently under long-term operating leases.

Interest capitalized in conjunction with construction projects was approximately $2.3 million, $2.3 million and $0.7 million for the years ended
December 31, 2011, 2010 and 2009, respectively. As of December 31, 2011, commitments for facility construction projects totaled
approximately $18.9 million.
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During the years ended December 31, 2011, 2010 and 2009, property and equipment impairment charges were recorded as noted in the
following table:

Year ended December 31,
Continuing
Operations

Discontinued
Operations

(In millions)
2011 $ 1.2 $ �
2010 0.2 �
2009 18.1 5.0

Impairment charges related to continuing operations were related to the abandonment of construction projects, the abandonment and disposal of
dealership equipment or Sonic�s estimate that based on historical and projected operating losses for certain dealerships, these dealerships would
not be able to recover recorded property and equipment asset balances.

Impairment charges related to assets held for sale were recorded in discontinued operations based on the estimated fair value of the property and
equipment to be sold in connection with the disposal of the associated dealerships. During the year ended December 31, 2009, approximately
$3.8 million of the impairment charge in discontinued operations was related to Sonic�s General Motors franchise agreements that were
terminated by the manufacturer as of December 31, 2009.

5. Intangible Assets and Goodwill
The changes in the carrying amount of franchise assets and goodwill for the years ended December 31, 2011 and 2010 were as follows:

Franchise
Agreements

Gross
Goodwill

Accumulated
Impairment

Net
Goodwill

(In thousands)
Balance, December 31, 2009 $ 64,835 $ 1,266,207 $ (796,725) $ 469,482
Reductions from dispositions � (3,767) � (3,767) 
Reclassification from assets held for sale, net � 2,801 � 2,801

Balance, December 31, 2010 $ 64,835 $ 1,265,241 $ (796,725) $ 468,516
Reductions from dispositions � (51) � (51) 

Balance, December 31, 2011 $ 64,835 $ 1,265,190 $ (796,725) $ 468,465

Pursuant to applicable accounting pronouncements, Sonic tests goodwill for impairment annually or more frequently if an event occurs or
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. If Sonic determines
that the amount of its goodwill is impaired at any point in time, Sonic is required to reduce goodwill on its balance sheet. In completing step one
of the impairment analyses, Sonic uses a discounted cash flow model in order to estimate its reporting unit�s fair value. The result from this
model is then analyzed to determine if an indicator of impairment exists.

Management has determined that the first and second steps of the goodwill impairment test are not necessary as of December 31, 2011 as
management does not believe it is more likely than not that the book value (carrying value, including goodwill) of Sonic exceeds its fair value.
See the discussion under the heading �Goodwill� in Note 1, �Description of Business and Summary of Significant Accounting Policies,� for further
information about management�s assessment. As a result of Sonic�s impairment testing for the years ended December 31, 2011 and 2010, no
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portion of the goodwill was not recoverable based on estimated proceeds while dealership operations were held for sale. Of the $2.7 million
impairment charge in the year ended December 31, 2009, approximately $1.1 million is included in impairment charges and approximately $1.6
million is included in income (loss) from operations and the sale of dealerships in the Consolidated Statements of Income.

There were no franchise asset impairment charges in the years ended December 31, 2011 and December 31, 2010. Franchise asset impairment
charges of $4.3 million were recorded within continuing operations in the year ended December 31, 2009 and are included in impairment
charges in the Consolidated Statements of Income. These impairment charges were recorded based on management�s conclusion that the
recorded values would not be recoverable either through operating cash flows or through the eventual sale of the dealerships associated with the
franchise assets. Approximately $2.1 million of the impairment charges recorded during the year ended December 31, 2009 relate to franchise
agreements that were terminated based on notifications from General Motors.

Definite life intangible assets consist of the following:

December 31,

2011 2010
(In thousands)

Lease agreements $ 19,918 $ 21,987
Less accumulated amortization (8,477) (7,673) 

Definite life intangibles, net $ 11,441 $ 14,314

Franchise assets and definite life intangible assets are classified as other intangible assets, net, on the accompanying Consolidated Balance
Sheets.

Amortization expense for definite life intangible assets was approximately $1.7 million for each of the years ended December 31, 2011, 2010
and 2009. The weighted-average amortization period for lease agreements and definite life intangible assets is 15 years.

Future amortization expense is as follows:

Year Ending December 31,
(In thousands)

2012 $ 1,555
2013 1,555
2014 1,189
2015 823
2016 823
Thereafter 5,496

Total $ 11,441
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6. Long-Term Debt
Long-term debt consists of the following:

December 31,
2011 2010

(In thousands)
2011 Revolving Credit Facility(1) $ � $ �
2010 Revolving Credit Facility(1) � �
9.0% Senior Subordinated Notes due 2018 (the �9.0% Notes�) 210,000 210,000
8.625% Senior Subordinated Notes due 2013 (the �8.625% Notes�) � 42,855
5.0% Convertible Senior Notes due 2029, redeemable in 2014 (the �5.0% Convertible Notes�) 155,055 172,500
Notes payable to a finance company bearing interest from 9.52% to 10.52% (with a weighted
average of 10.19%) 13,223 15,618
Mortgage notes to finance companies-fixed rate, bearing interest from 4.29% to 7.03% 116,584 88,262
Mortgage notes to finance companies-variable rate, bearing interest at 1.25 to 3.50 percentage
points above one-month LIBOR 65,640 45,639
Net debt discount and premium(2) (18,635) (25,482) 
Other 5,752 6,059

Total debt $ 547,619 $ 555,451
Less current maturities (11,608) (9,050) 

Long-term debt $ 536,011 $ 546,401

(1) Sonic replaced its 2010 Revolving Credit Facility with the 2011 Revolving Credit Facility on July 8, 2011. The interest rate on the
revolving credit facility was 2.25% above LIBOR at December 31, 2011 and 3.5% above LIBOR at December 31, 2010.

(2) December 31, 2011 includes $1.2 million discount associated with the 9.0% Notes, $17.7 million discount associated with the 5.0%
Convertible Notes, $1.2 million premium associated with notes payable to a finance company and $0.9 million discount associated with
mortgage notes payable. December 31, 2010 includes $1.4 million discount associated with the 9.0% Notes, $0.2 million discount
associated with the 8.625% Notes, $24.7 million discount associated with the 5.0% Convertible Notes, $1.8 million premium associated
with notes payable to a finance company and $1.0 million discount associated with mortgage notes payable.

Future maturities of long-term debt are as follows:

Year Ending December 31, Principal

Net of
Discount/
Premium

(In thousands)
2012 $ 11,167 $ 11,608
2013 17,486 17,812
2014(1) 169,774 152,243
2015 24,310 24,370
2016 42,224 42,224
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Total $ 566,254 $ 547,619

(1) The 5.0% Convertible Notes are redeemable before the stated maturities at both Sonic�s option and the option of the respective holders,
under certain circumstances. The assumed maturities of these securities are based on the earliest redemption date, which is October 2014
for the 5.0% Convertible Notes.
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2011 Credit Facilities

On July 8, 2011, Sonic entered into an amended and restated syndicated revolving credit agreement (the �2011 Revolving Credit Facility�) and a
syndicated floor plan credit facility (the �2011 Floor Plan Facility�). The 2011 Revolving Credit Facility and 2011 Floor Plan Facility (collectively
the �2011 Credit Facilities�) are scheduled to mature on August 15, 2016. This amendment and restatement extended the term of the previous
existing syndicated credit facilities that were scheduled to mature on August 15, 2012, increased the borrowing capacity under the previous
existing syndicated credit facilities by $234.0 million and modified certain covenant and compliance calculations on a prospective basis.

Availability under the 2011 Revolving Credit Facility is calculated as the lesser of $175.0 million or a borrowing base calculated based on
certain eligible assets plus 50% of the fair market value of 5,000,000 shares of common stock of Speedway Motorsports, Inc. (�SMI�) that are
pledged as collateral, less the aggregate face amount of any outstanding letters of credit under the 2011 Revolving Credit Facility (the �2011
Revolving Borrowing Base�). The 2011 Revolving Credit Facility may be increased at Sonic�s option to $225.0 million upon satisfaction of
certain conditions. A withdrawal of the pledge of SMI common stock by Sonic Financial Corporation (�SFC�), which holds the 5,000,000 shares
of common stock of SMI, or a decline in the value of SMI common stock, could reduce the amount Sonic can borrow under the 2011 Revolving
Credit Facility.

Based on balances as of December 31, 2011, the 2011 Revolving Borrowing Base was approximately $169.6 million and Sonic had $40.3
million in outstanding letters of credit resulting in total borrowing availability of $129.3 million under the 2011 Revolving Credit Facility.

Outstanding obligations under the 2011 Revolving Credit Facility are secured by a pledge of substantially all of the assets of Sonic and its
subsidiaries and by the pledge of 5,000,000 shares of common stock of SMI by SFC. The collateral also includes a pledge of the franchise and
dealer agreements and stock or equity interests of Sonic�s dealership subsidiaries, except for those dealership subsidiaries where the applicable
manufacturer prohibits such a pledge, in which cases the stock or equity interests of the dealership subsidiary is subject to an escrow
arrangement with the administrative agent. Substantially all of Sonic�s subsidiaries also guarantee its obligations under the 2011 Revolving
Credit Facility.

The maturity date of the 2011 Revolving Credit Facility may in certain circumstances be accelerated (the �Springing Maturity Date�) if the share
price of Sonic�s common stock falls below a certain level or if Sonic does not maintain certain liquidity levels during enumerated periods of time
prior to the maturity date (including dates upon which Sonic may be compelled to repurchase such indebtedness) of certain indenture
indebtedness or other indebtedness with an outstanding balance in excess of $35.0 million. In addition, availability of the 2011 Revolving Credit
Facility may be curtailed during enumerated periods related to any Springing Maturity Date.

The 2011 Floor Plan Facility is comprised of a new vehicle revolving floor plan facility in an amount up to $500.0 million (the �2011 New
Vehicle Floor Plan Facility�) and a used vehicle revolving floor plan facility in an amount up to $80.0 million, subject to a borrowing base (the
�2011 Used Vehicle Floor Plan Facility�). Sonic may, under certain conditions, request an increase in the 2011 Floor Plan Facility of up to $175.0
million, which shall be allocated between the 2011 New Vehicle Floor Plan Facility and the 2011 Used Vehicle Floor Plan Facility as Sonic
requests, with no more than 15% of the aggregate commitments allocated to the commitments under the 2011 Used Vehicle Floor Plan Facility.
Outstanding obligations under the 2011 Floor Plan Facility are guaranteed by Sonic and certain of its subsidiaries and are secured by a pledge of
substantially all of the assets of Sonic and its subsidiaries. The amounts outstanding under the 2011 Credit Facilities bear interest at variable
rates based on specified percentages above LIBOR.
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Sonic agreed under the 2011 Credit Facilities not to pledge any assets to any third party, subject to certain stated exceptions, including floor plan
financing arrangements. In addition, the 2011 Credit Facilities contain certain negative covenants, including covenants which could restrict or
prohibit indebtedness, liens, the payment of dividends, capital expenditures and material dispositions and acquisitions of assets as well as other
customary covenants and default provisions. Specifically, the 2011 Credit Facilities permit cash dividends on Sonic�s Class A and Class B
common stock so long as no event of default (as defined in the 2011 Credit Facilities) has occurred and is continuing and provided that Sonic
remains in compliance with all financial covenants under the 2011 Credit Facilities.

2010 Credit Facilities

On January 15, 2010, Sonic entered into an amended and restated syndicated revolving credit agreement (the �2010 Revolving Credit Facility�)
and a syndicated floor plan credit facility (the �2010 Floor Plan Facility�). The 2010 Revolving Credit Facility and 2010 Floor Plan Facility
(collectively the �2010 Credit Facilities�) were scheduled to mature on August 15, 2012. On July 8, 2011, these were replaced by the 2011 Credit
Facilities discussed above.

9.0% Senior Subordinated Notes

On March 12, 2010, Sonic issued $210.0 million in aggregate principal amount of 9.0% Notes which mature on March 15, 2018. On April 12,
2010, Sonic used the net proceeds, together with cash on hand, to redeem $200.0 million in aggregate principal amount of its 8.625% Notes due
2013. The 9.0% Notes are unsecured senior subordinated obligations of Sonic and are guaranteed by Sonic�s domestic operating subsidiaries.
Interest is payable semi-annually on March 15 and September 15 each year. Sonic may redeem the 9.0% Notes in whole or in part at any time
after March 15, 2014 at the following redemption prices, which are expressed as percentages of the principal amount:

Redemption
Beginning on March 15, 2014 104.50% 
Beginning on March 15, 2015 102.25% 
Beginning on March 15, 2016 and thereafter 100.00% 

In addition, on or before March 15, 2013, Sonic may redeem up to 35% of the aggregate principal amount of the 9.0% Notes at par value plus
accrued interest with proceeds from certain equity offerings. The Indenture also provides that holders of 9.0% Notes may require Sonic to
repurchase the 9.0% Notes at 101% of the par value of the 9.0% Notes, plus accrued interest if Sonic undergoes a �change of control� as defined in
the Indenture.

The indenture governing the 9.0% Notes contains certain specified restrictive covenants. Sonic has agreed not to pledge any assets to any third
party lender of senior subordinated debt except under certain limited circumstances. Sonic also has agreed to certain other limitations or
prohibitions concerning the incurrence of other indebtedness, capital stock, guarantees, asset sales, investments, cash dividends to stockholders,
distributions and redemptions. Specifically, the indenture governing Sonic�s 9.0% Notes limits Sonic�s ability to pay quarterly cash dividends on
Sonic�s Class A and B common stock in excess of $0.10 per share. Sonic may only pay quarterly cash dividends on Sonic�s Class A and B
common stock if Sonic complies with the terms of the indenture governing the 9.0% Notes. Sonic was in compliance with all restrictive
covenants as of December 31, 2011.
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Balances outstanding under Sonic�s 9.0% Notes are guaranteed by all of Sonic�s operating domestic subsidiaries. These guarantees are full and
unconditional and joint and several. The parent company has no independent assets or operations. The non-domestic and non-operating
subsidiaries that are not guarantors are considered to be minor.

Sonic�s obligations under the 9.0% Notes may be accelerated by the holders of 25% of the outstanding principal amount of the 9.0% Notes then
outstanding if certain events of default occur, including: (1) defaults in the payment of principal or interest when due; (2) defaults in the
performance, or breach, of Sonic�s covenants under the 9.0% Notes; and (3) certain defaults under other agreements under which Sonic or its
subsidiaries have outstanding indebtedness in excess of $35.0 million.

8.625% Senior Subordinated Notes

On July 15, 2011, Sonic issued a redemption notice to holders of the 8.625% Notes to redeem the remaining $42.9 million in aggregate principal
amount of its outstanding 8.625% Notes. Sonic used cash on hand and available borrowings under the 2011 Credit Facilities to redeem the
remaining $42.9 million in aggregate principal amount at the applicable redemption price (100% of principal redeemed) plus accrued but unpaid
interest on August 16, 2011. Sonic recognized a loss of $0.2 million on extinguishment of the remaining 8.625% Notes related to the write-off of
remaining debt discount and capitalized deferred finance costs, recorded in other income (expense), net, in the accompanying Consolidated
Statements of Income.

5.0% Convertible Senior Notes

On September 23, 2009, Sonic issued $172.5 million in principal of 5.0% Convertible Senior Notes and 10,350,000 shares of Class A common
stock generating net proceeds of $266.4 million. Net proceeds from these issuances were used to repurchase $143.0 million of 4.25%
Convertible Senior Subordinated Notes due 2010 (the �4.25% Convertible Notes�), plus accrued interest, $85.6 million of the 6.0% Senior Secured
Convertible Notes due 2012 (the �6.0% Convertible Notes�), plus accrued interest, and to repay amounts outstanding under the then existing
syndicated revolving credit facility and floor plan facility.

During the year ended December 31, 2011, Sonic repurchased approximately $17.4 million of the aggregate outstanding principal amount of the
5.0% Convertible Notes and recorded a loss on repurchase of approximately $0.9 million in other income (expense), net, in the accompanying
Consolidated Statements of Income.

The 5.0% Convertible Notes bear interest at a rate of 5.0% per year, payable semiannually on April 1 and October 1 of each year, beginning on
April 1, 2010. The 5.0% Convertible Notes mature on October 1, 2029. Sonic may redeem some or all of the 5.0% Convertible Notes for cash at
any time subsequent to October 1, 2014 at a repurchase price equal to 100% of the principal amount of the Notes. Holders have the right to
require Sonic to purchase the 5.0% Convertible Notes on each of October 1, 2014, October 1, 2019 and October 1, 2024 or in the event of a
change in control for cash at a purchase price equal to 100% of the principal amount of the notes.

Holders of the 5.0% Convertible Notes may convert their notes at their option prior to the close of business on the business day immediately
preceding July 1, 2029 only under the following circumstances: (1) during any fiscal quarter commencing after December 31, 2009, if the last
reported sale price of the Class A common stock for at least 20 trading days (whether or not consecutive) during a period of 30 consecutive
trading days ending on the last trading day of the preceding fiscal quarter is greater than or equal to 130% of the applicable conversion price on
each applicable trading day; (2) during the five business day period after any 10 consecutive trading day period (the �measurement period�) in
which the trading price (as defined below) per $1,000 principal amount of
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notes for each day of that measurement period was less than 98% of the product of the last reported sale price of Sonic�s Class A common stock
and the applicable conversion rate on each such day; (3) if Sonic calls any or all of the notes for redemption, at any time prior to the close of
business on the third scheduled trading day prior to the redemption date; or (4) upon the occurrence of specified corporate events. On and after
July 1, 2029 to (and including) the close of business on the third scheduled trading day immediately preceding the maturity date, holders may
convert their notes at any time, regardless of the foregoing circumstances. As of December 31, 2011, the conversion rate was 75.3017 shares of
Class A common stock per $1,000 principal amount of notes, which is equivalent to a conversion price of approximately $13.28 per share of
Class A common stock. The conversion rate may be adjusted in the future as a result of any future declaration of dividends on Sonic�s Class A
common stock. The 5.0% Convertible Notes had not met any of the criteria for conversion as of December, 31 2011.

To recognize the equity component of a convertible borrowing instrument, upon issuance of the 5.0% Convertible Notes in September 2009,
Sonic recorded a debt discount of approximately $31.0 million and a corresponding amount (net of taxes of approximately $12.8 million) to
equity, based on an estimated non-convertible borrowing rate of 10.5%. The debt discount is being amortized to interest expense through
October 2014, the earliest redemption date. The unamortized debt discount was approximately $17.7 million and $24.7 million at December 31,
2011 and 2010, respectively.

Sonic incurred interest expense related to the 5.0% Convertible Notes of approximately $8.4 million and $8.7 million for the years ended
December 31, 2011 and 2010, respectively, recorded to interest expense, other, net, in the accompanying Consolidated Statements of Income. In
addition, Sonic recorded interest expense associated with the amortization of debt discount on the 5.0% Convertible Notes of $5.5 million and
$5.1 million for the years ended December 31, 2011 and 2010, respectively, recorded to interest expense, non-cash, convertible debt in the
accompanying Consolidated Statements of Income.

Notes Payable to a Finance Company

Three notes payable (due October 2015 and August 2016) were assumed in connection with an acquisition in 2005 (the �Assumed Notes�). Sonic
recorded the Assumed Notes at fair value using an interest rate of 5.35%. The interest rate used to calculate the fair value was based on a quoted
market price for notes with similar terms as of the date of assumption. As a result of calculating the fair value, a premium of $7.3 million was
recorded that will be amortized over the lives of the Assumed Notes. At December 31, 2011, the outstanding principal balance on the Assumed
Notes was approximately $13.2 million with a remaining unamortized premium balance of approximately $1.2 million.

Mortgage Notes

Sonic has mortgage financing totaling approximately $182.2 million in aggregate, related to 18 of its dealership properties. These mortgage
notes require monthly payments of principal and interest through maturity and are secured by the underlying properties. Maturity dates range
between June 2013 and March 2031. The weighted average interest rate was 4.66% at December 31, 2011.

Covenants

Sonic agreed under the 2011 Credit Facilities not to pledge any assets to any third party (other than those explicitly allowed under the amended
terms of the facility), including other lenders, subject to certain stated exceptions, including floor plan financing arrangements. In addition, the
2011 Credit Facilities contains certain negative covenants, including covenants which could restrict or prohibit the payment of dividends, capital
expenditures and material dispositions of assets as well as other customary covenants and default provisions.
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Financial covenants related to outstanding indebtedness and certain operating leases include required specified ratios of:

Covenant

Consolidated
Liquidity

Ratio

Consolidated
Fixed Charge

Coverage
Ratio

Consolidated
Total Lease

Adjusted Leverage
Ratio

March 31, 2011 through and including March 30, 2012 ³ 1.05 ³ 1.15 £ 5.50
March 31, 2012 and thereafter ³ 1.10 ³ 1.20 £ 5.50
December 31, 2011 actual 1.13 1.65 4.02

Derivative Instruments and Hedging Activities

At December 31, 2011 Sonic had interest rate cash flow swap agreements to effectively convert a portion of its LIBOR-based variable rate debt
to a fixed rate. The fair value of these swap positions at December 31, 2011 was a liability of approximately $37.6 million, with approximately
$13.2 million included in other accrued liabilities and approximately $24.4 million included in other long-term liabilities in the accompanying
Consolidated Balance Sheets. Under the terms of these cash flow swaps, Sonic will receive and pay interest based on the following:

Notional Pay Rate         Receive Rate (1)                Maturing Date        
(In millions)
$200.0 4.935% one-month LIBOR May 1, 2012
$100.0 5.265% one-month LIBOR June 1, 2012
$    3.4 7.100% one-month LIBOR + 1.50% July 10, 2017
$  25.0(2) 5.160% one-month LIBOR September 1, 2012
$  15.0(2) 4.965% one-month LIBOR September 1, 2012
$  25.0(2) 4.885% one-month LIBOR October 1, 2012
$  10.6 4.655% one-month LIBOR December 10, 2017
$    8.4(2) 6.860% one-month LIBOR + 1.25% August 1, 2017
$    6.5 4.330% one-month LIBOR July 1, 2013
$100.0(3) 3.280% one-month LIBOR July 1, 2015
$100.0(3) 3.300% one-month LIBOR July 1, 2015
$    7.1(2) 6.410% one-month LIBOR + 1.25% September 12, 2017
$  50.0(3) 2.767% one-month LIBOR July 1, 2014
$  50.0(3) 3.240% one-month LIBOR July 1, 2015
$  50.0(3) 2.610% one-month LIBOR July 1, 2014
$  50.0(3) 3.070% one-month LIBOR July 1, 2015

(1) The one-month LIBOR rate was 0.295% at December 31, 2011.

(2) Changes in fair value are recorded through earnings.

(3) The effective date of these forward-starting swaps is July 2, 2012.
During 2009, Sonic settled its $100.0 million notional, pay 5.002% and $100.0 million notional, pay 5.319% swaps for a payment of
approximately $16.5 million. These payments are being amortized into earnings over the original life of the swaps.
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$50.0 million notional forward-starting interest rate swap agreements which become effective in July 2012 and terminate between July 2014 and
July 2015. These interest rate swaps have been designated and qualify as cash flow hedges and, as a result, changes in the fair value of these
swaps are recorded in accumulated other comprehensive income (loss), net of related income taxes, in the Consolidated Statements of
Stockholders� Equity.

For the cash flow swaps not designated as hedges and amortization of amounts in accumulated other comprehensive income (loss) related to
terminated cash flow swaps, certain benefits and charges were included in interest expense/amortization, non-cash, cash flow swaps in the
accompanying Consolidated Statements of Income. For the years ended December 31, 2011, 2010 and 2009, non-cash charges of approximately
$0.8 million, $4.9 million and $11.8 million, respectively, related to the Fixed Swaps and amortization of amounts in accumulated other
comprehensive income (loss) related to other existing and terminated cash flow swaps were included in interest expense/amortization, non-cash,
cash flow swaps in the accompanying Consolidated Statements of Income. Changes in the fair value of notional amounts of certain cash flow
swaps are recognized through earnings.

For the cash flow swaps that qualify as cash flow hedges, the changes in the fair value of these swaps have been recorded in accumulated other
comprehensive income (loss), net of related income taxes, in the Consolidated Statements of Stockholders� Equity. The incremental interest
expense (the difference between interest paid and interest received) related to the cash flow swaps was approximately $17.7 million, $17.6
million and $18.5 million for the years ended December 31, 2011, 2010 and 2009, respectively, and is included in interest expense, other, net, in
the accompanying Consolidated Statements of Income. The estimated net expense expected to be reclassified out of other comprehensive
income (loss) into results of operations during the year ending December 31, 2012 is approximately $8.2 million.

7. Income Taxes
The provision for income tax (benefit) expense from continuing operations consists of the following:

Year Ended December 31,

2011 2010 2009
(In thousands)

Current:
Federal $ 12,512 $ 8,789 $ 929
State 7,501 3,345 6,865

20,013 12,134 7,794
Deferred 28,369 (29,638) (37,069) 

Total provision for income taxes � (benefit) expense $ 48,382 $ (17,504) $ (29,275) 

The reconciliation of the statutory federal income tax rate with Sonic�s federal and state overall effective income tax rate from continuing
operations is as follows:

Year Ended December 31,
2011 2010 2009

Statutory federal rate 35.00% 35.00% 35.00% 
Effective state income tax rate 3.68% 4.85% 4.83% 
Valuation allowance and other account adjustments � (62.18%) (148.12%) 
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Deferred income taxes reflect the net tax effects of the temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for tax purposes. Significant components of Sonic�s deferred tax assets and liabilities are as follows:

December 31,
2011 2010

(In thousands)
Deferred tax assets:
Allowance for bad debts $ 3 $ 180
Accruals and reserves 42,436 48,497
Basis difference in property and equipment � 217
Basis difference in goodwill � 5,721
Net operating loss carryforwards 14,186 13,638
Fair value of interest rate swaps 14,240 9,761
Interest and state taxes associated with the liability recorded in accordance with �Accounting for
Uncertain Income Tax Positions� in the ASC 6,194 6,694
Other 295 3

Total deferred tax assets 77,354 84,711
Deferred tax liabilities:
Basis difference in inventory (1,795) (2,105) 
Basis difference in property and equipment (3,844) �
Basis difference in goodwill (18,641) �
Basis difference in debt (7,703) (9,749) 
Other (3,690) (4,849) 

Total deferred tax liability (35,673) (16,703) 
Valuation allowance (10,781) (10,875) 

Net deferred tax asset (liability) $ 30,900 $ 57,133

Net long-term deferred tax balances are recorded in other assets and net short-term deferred tax balances are recorded in other current assets on
the accompanying Consolidated Balance Sheets.

During the years ended December 31, 2010 and 2009, Sonic lowered the recorded valuation allowance amount related to its deferred tax asset
balances by $51.0 million ($48.8 million in continuing operations and $2.2 million in discontinued operations) and $54.4 million ($44.2 million
in continuing operations and $10.2 million in discontinued operations), respectively. These changes were the result of the use of certain state net
operating loss carryforwards as well as a change in estimate that Sonic would be able to ultimately realize the benefits of recorded deferred tax
balances. These changes in estimate were primarily driven by the improvement experienced in Sonic�s operating results, the overall improvement
of the automotive retailing industry and the expectation that Sonic�s results and those of the automotive retailing industry would continue to
improve in the future.

Sonic has $404.9 million in gross deferred tax assets related to state net operating loss carryforwards that will expire between 2014 and 2031.
Management reviews these carryforward positions, the time remaining until expiration and other opportunities to utilize these carryforwards in
making an assessment as to whether it is more likely than not that these carryforwards will be utilized. The results of future operations,
regulatory framework of the taxing authorities and other related matters cannot be predicted with certainty. Therefore, actual utilization of the
losses that created these deferred tax assets that differs from the assumptions used in the development of

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

Table of Contents 140



F-25

Edgar Filing: ALMADEN MINERALS LTD - Form 6-K

Table of Contents 141



Table of Contents

SONIC AUTOMOTIVE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS � (Continued)

management�s judgment could occur. Accordingly, at December 31, 2011, Sonic had recorded a valuation allowance amount of $10.8 million
related to certain state net operating loss carryforward deferred tax assets as it was likely that Sonic would not be able to generate sufficient state
taxable income in the related entities to utilize the accumulated net operating loss carryforward balances.

At January 1, 2011, Sonic had liabilities of $27.6 million recorded related to unrecognized tax benefits. Included in the liabilities related to
unrecognized tax benefits at January 1, 2011, is $5.1 million related to interest and penalties which Sonic has estimated may be paid as a result
of its tax positions. It is Sonic�s policy to classify the expense related to interest and penalties to be paid on underpayments of income taxes
within income tax expense. A summary of the changes in the liability related to Sonic�s unrecognized tax benefits is presented below.

2011 2010 2009
(In thousands)

Unrecognized tax benefit liability, January 1(1) $ 22,535 $ 24,790 $ 17,131
Prior period positions:
Increases 684 518 8,883
Decreases � (162) (134) 
Current period positions 1,498 1,212 1,629
Settlements (9,391) (1,706) (456) 
Lapse of statute of limitations (1,175) (1,762) (2,072) 
Other (462) (355) (191) 

Unrecognized tax benefit liability, December 31(2) $ 13,689 $ 22,535 $ 24,790

(1) Excludes accrued interest and penalties of $5.1 million, $6.4 million and $6.1 million at January 1, 2011, 2010 and 2009, respectively.

(2) Excludes accrued interest and penalties of $4.9 million, $5.1 million and $6.4 million at December 31, 2011, 2010 and 2009, respectively.
Approximately $11.6 million of the unrecognized tax benefits as of December 31, 2011 would ultimately affect the income tax rate if ultimately
recognized. Included in the December 31, 2011 recorded liability is $4.9 million related to interest and penalties which Sonic has estimated may
be paid as a result of its tax positions. Sonic does not anticipate any significant changes in its unrecognized tax benefit liability within the next
twelve months.

Sonic and its subsidiaries are subject to U.S. federal income tax as well as income tax of multiple state jurisdictions. Sonic�s 2008 through 2011
U.S. federal income tax returns remain open to examination by the Internal Revenue Service. Sonic and its subsidiaries� state income tax returns
are open to examination by state taxing authorities for years ranging from 2000 to 2011.

8. Related Parties
Through August 15, 2011, Sonic leased office space in Charlotte from a subsidiary of SFC, an entity controlled by Sonic�s Chairman and Chief
Executive Officer, Mr. O. Bruton Smith, for a majority of its headquarters personnel. Annual aggregate rent under this lease was approximately
$0.4 million, $0.6 million and $0.6 million for the years ended December 31, 2011, 2010 and 2009, respectively.

Sonic rents various aircraft owned by SFC, subject to their availability, for business-related travel by Sonic executives. Sonic incurred costs of
approximately $0.6 million, $0.4 million and $0.3 million in the years ended December 31, 2011, 2010 and 2009, respectively, for the use of
these aircraft.
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Certain of Sonic�s dealerships purchase the Z-Max oil additive product from Oil Chem Research Company, a subsidiary of SMI, whose
Chairman and Chief Executive Officer is O. Bruton Smith, also Sonic�s Chairman and Chief Executive Officer, for resale to service customers of
Sonic�s dealerships in the ordinary course of business. Total purchases from Oil Chem by Sonic dealerships totaled approximately $1.5 million,
$1.4 million and $1.5 million in the years ended December 31, 2011, 2010 and 2009, respectively.

9. Capital Structure and Per Share Data
Preferred Stock � Sonic has 3,000,000 shares of �blank check� preferred stock authorized with such designations, rights and preferences as may be
determined from time to time by the Board of Directors. The Board of Directors has designated 300,000 shares of preferred stock as Class A
convertible preferred stock, par value $0.10 per share (the �Preferred Stock�) which is divided into 100,000 shares of Series I Preferred Stock,
100,000 shares of Series II Preferred Stock, and 100,000 shares of Series III Preferred Stock. There were no shares of Preferred Stock issued or
outstanding at December 31, 2011 and 2010.

Common Stock � Sonic has two classes of common stock. Sonic has authorized 100,000,000 shares of Class A common stock at a par value of
$0.01 per share. Class A common stock entitles its holder to one vote per share. Sonic has also authorized 30,000,000 shares of Class B common
stock at a par value of $0.01 per share. Class B common stock entitles its holder to ten votes per share, except in certain circumstances. Each
share of Class B common stock is convertible into one share of Class A common stock either upon voluntary conversion at the option of the
holder, or automatically upon the occurrence of certain events, as provided in Sonic�s charter. The two classes of stock share equally in dividends
and in the event of liquidation.

Share Repurchases � Sonic�s Board of Directors has authorized Sonic to expend up to $295.0 million to repurchase shares of its Class A common
stock. As of December 31, 2011, Sonic had repurchased a total of approximately 15,778,000 shares of Class A common stock at an average
price per share of approximately $15.76 and had redeemed 13,801.5 shares of Class A convertible preferred stock at an average price of $1,000
per share. As of December 31, 2011, Sonic had approximately $32.5 million remaining under the Board�s authorization.
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Per Share Data � The calculation of diluted earnings per share considers the potential dilutive effect of options and shares under Sonic�s stock
compensation plans, Class A common stock purchase warrants, the 5.0% Convertible Notes and the 6.0% Senior Secured Convertible Notes due
2012 (the �6.0% Convertible Notes�). Sonic�s non-vested restricted stock and restricted stock units contain rights to receive non-forfeitable
dividends, and thus, are considered participating securities and should be included in the two-class method of computing earnings per share. The
following table illustrates the dilutive effect of such items on earnings per share for the years ended December 31, 2011, 2010 and 2009:

Year Ended December 31, 2011

Weighted
Average
Shares

Income (Loss)
From Continuing

Operations

Income (Loss)
From Discontinued

Operations Net Income (Loss)

Amount
Per Share
Amount Amount

Per Share
Amount Amount

Per Share
Amount

(In thousands, except per share amounts)
Earnings (loss) and shares 52,358 $ 77,647 $ (1,393) $ 76,254
Effect of participating securities:
Non-vested restricted stock and stock units � (958) � (958) 

Basic earnings (loss) and shares 52,358 $ 76,689 $ 1.46 $ (1,393) $ (0.02) $ 75,296 $ 1.44
Effect of dilutive securities:
Contingently convertible debt
(5.0% Convertible Notes) 12,517 9,300 � 9,300
Stock compensation plans 589

Diluted earnings (loss) and shares 65,464 $ 85,989 $ 1.31 $ (1,393) $ (0.02) $ 84,596 $ 1.29

Year Ended December 31, 2010

Weighted
Average
Shares

Income (Loss)
From Continuing

Operations

Income (Loss)
From Discontinued

Operations Net Income (Loss)

Amount

Per
Share

Amount Amount

Per
Share

Amount Amount

Per
Share

Amount
(In thousands, except per share amounts)

Earnings (loss) and shares 52,214 $ 95,925 $ (5,996) $ 89,929
Effect of participating securities:
Non-vested restricted stock and stock units � (921) � (921) 

Basic earnings (loss) and shares 52,214 $ 95,004 $ 1.82 $ (5,996) $ (0.12) $ 89,008 $ 1.70
Effect of dilutive securities:
Contingently convertible debt
(5.0% Convertible Notes) 12,890 9,022 31 9,053
Stock compensation plans 690

Diluted earnings (loss) and shares 65,794 $ 104,026 $ 1.58 $ (5,965) $ (0.09) $ 98,061 $ 1.49
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Year Ended December 31, 2009

Weighted
Average
Shares

Income (Loss)
From Continuing

Operations

Income (Loss)
From Discontinued

Operations Net Income (Loss)

Amount

Per
Share

Amount Amount

Per
Share

Amount Amount

Per
Share

Amount
(In thousands, except per share amounts)

Earnings (loss) and shares 43,836 $ 57,167 $ (25,619) $ 31,548
Effect of participating securities:
Non-vested restricted stock and stock units � (406) � (406) 

Basic earnings (loss) and shares 43,836 $ 56,761 $ 1.29 $ (25,619) $ (0.58) $ 31,142 $ 0.71
Effect of dilutive securities:
Contingently convertible debt
(5.0% Convertible Notes) 3,496 2,225 55 2,280
Contingently convertible debt
(6.0% Convertible Notes) 7,833 916 23 939
Stock compensation plans 667

Diluted earnings (loss) and shares 55,832 $ 59,902 $ 1.07 $ (25,541) $ (0.45) $ 34,361 $ 0.62

In addition to the stock options included in the tables above, options to purchase approximately 1.9 million, 2.3 million and 2.4 million shares of
Class A common stock were outstanding during the years ended December 31, 2011, 2010 and 2009, respectively, but were not included in the
computation of diluted net income per share because the options were not dilutive.

10.     Employee Benefit Plans
Substantially all of the employees of Sonic are eligible to participate in a 401(k) plan. Contributions by Sonic to the 401(k) plan were
approximately $1.6 million, $0.5 million and $0.5 million in the years ended December 31, 2011, 2010 and 2009, respectively.

Stock Compensation Plans

Sonic currently has two stock compensation plans: the Sonic Automotive, Inc. 2004 Stock Incentive Plan (the �2004 Plan�) and the 2005 Formula
Restricted Stock Plan for Non-Employee Directors (the �2005 Formula Plan�) (collectively, the �Stock Plans�). During the second quarter ended
June 30, 2007, Sonic�s stockholders approved amendments to the 2004 Plan and the 2005 Formula Plan to increase the number of shares issuable
under these plans to 3,000,000 and 90,000, respectively. During the second quarter ended June 30, 2009, Sonic�s stockholders approved an
increase in the number of shares of Sonic�s Class A Common Stock authorized for issuance under the 2004 Plan and the 2005 Formula Plan to
5,000,000 and 340,000, respectively. The Sonic Automotive, Inc. 1997 Stock Option Plan (the �1997 Plan�) was terminated during the fourth
quarter ended December 31, 2007.

The 2004 Plan and the 1997 Plan were adopted by the Board of Directors in order to attract and retain key personnel. Under the 2004 Plan and
the 1997 Plan, options to purchase shares of Class A common stock may be granted to key employees of Sonic and its subsidiaries and to
officers, directors, consultants and other individuals providing services to Sonic. The options are granted at the fair market value of Sonic�s
Class A common stock at the date of grant, vest over a period ranging from six months to three years, are exercisable upon vesting and
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expire ten years from the date of grant. The 2004 Plan also authorized the issuance of restricted stock. Restricted stock grants under the 2004
Plan vest over a three year term. The 2005 Formula Plan provides for grants of restricted stock to non-employee directors and restrictions on
those shares expire on the earlier of the first anniversary of the grant date or the day before the next annual meeting of Sonic�s stockholders.
Individuals receiving restricted shares under both the 2005 Formula Plan and the 2004 Plan have voting rights and receive dividends on
non-vested shares. Sonic issues new shares of Class A common stock to employees and directors to satisfy its option exercise and stock grant
obligations. To offset the effects of these transactions, Sonic will periodically buy back shares of Class A common stock after considering cash
flow, market conditions and other factors.

A summary of the status of the options related to the Stock Plans and the 1997 Plan is presented below:

Options
Outstanding

Exercise
Price Per Share

Weighted
Average
Exercise

Price

Per Share

Weighted
Average

Remaining

Contractual

Term

Aggregate

Intrinsic
Value

($ in thousands, except per share data, term in years)
Balance � December 31, 2010 3,429 $ 1.81 - 37.50 $ 16.69 5.1 $ 13,193
Exercised (318) 1.81 - 10.35 1.98
Forfeited (377) 1.81 - 37.50 18.66

Balance � December 31, 2011 2,734 $ 1.81 - 37.50 $ 17.74 4.1 $ 10,715

Exercisable 2,304 $ 1.81 - 37.50 $ 20.71 3.5 $ 5,127

Year Ended December 31,
2011 2010 2009

(In thousands, except
per option data)

Weighted Average Grant-Date Fair Value per Option Granted N/A N/A $ 0.99
Intrinsic Value of Options Exercised $ 4,039 $ 2,235 $ �
Fair Value of Shares Vested $ 444 $ 555 $ 395

Sonic recognized compensation expense within selling, general and administrative expenses related to the options in the Stock Plans of
approximately $0.4 million, $0.5 million and $0.6 million in the years ended December 31, 2011, 2010 and 2009, respectively. Tax benefits
recognized related to the compensation expenses were approximately $0.2 million for each of the years ended December 31, 2011, 2010 and
2009. The total compensation cost related to non-vested options not yet recognized at December 31, 2011 was approximately $0.1 million and is
expected to be recognized over a weighted average period of approximately 0.3 years.

Black-Scholes Assumptions

The weighted average fair value of options granted in the year ended December 31, 2009 (no options were granted in the years ended
December 31, 2010 or 2011) was estimated using the Black-Scholes option pricing model with the following weighted average assumptions:

2009
Stock Option Plans
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Sonic used an expected term of five years for option grants based on several facts associated with past grants and exercises. First, the historical
exercise experience indicated that the expected term was at least three years (consistent with the three year graded vesting period attached to the
majority of these options) and the majority of Sonic�s grants were in the early to middle stages of their contractual terms of ten years; secondly,
the contractual term of all of Sonic�s options was ten years. Expected volatility was estimated based on historical experience.

A summary of the status of restricted stock and restricted stock unit grants related to the Stock Plans is presented below:

Non-vested Restricted
Stock and

Restricted Stock
Units

Weighted Average
Grant Date Fair

Value
(Shares in
thousands)

Balance � December 31, 2010 506 $ 10.58
Granted 402 13.10
Forfeited (15) 11.20
Vested (203) 10.99

Balance � December 31, 2011 690 $ 11.91

During the year ended December 31, 2011, approximately 376,000 restricted shares of Class A common stock and restricted stock units were
awarded to Sonic�s executive officers and other key associates under the 2004 Plan. These awards were made in connection with establishing the
objective performance criteria for the year ended December 31, 2011 incentive compensation and vest one-third annually over three years. The
shares and units awarded to executive officers and other key associates are subject to forfeiture, in whole or in part, based upon specified
measures of Sonic�s earnings per share performance for the year ended December 31, 2011, continuation of employment and compliance with
any restrictive covenants contained in any agreement between Sonic and the respective officer and other key associates. Also in the year ended
December 31, 2011, approximately 26,000 restricted shares of Class A common stock were awarded to Sonic�s Board of Directors pursuant to
the 2005 Formula Plan and vest on the earlier of the first anniversary of the grant date or the day before the next annual meeting of Sonic�s
stockholders. Sonic recognized compensation expense within selling, general and administrative expenses related to non-vested restricted stock
and restricted stock units of approximately $3.3 million, $2.3 million and $2.2 million in the years ended December 31, 2011, 2010 and 2009,
respectively. Tax benefits recognized related to the compensation expenses were approximately $1.2 million, $0.9 million and $0.8 million for
the years ended December 31, 2011, 2010 and 2009, respectively. Total compensation cost related to non-vested restricted stock not yet
recognized at December 31, 2011 was approximately $5.4 million and is expected to be recognized over a weighted average period of
approximately 1.8 years.

Supplemental Executive Retirement Plan

On December 7, 2009, the Compensation Committee of Sonic�s Board of Directors approved and adopted the Sonic Automotive, Inc.
Supplemental Executive Retirement Plan (the �SERP�) to be effective as of January 1, 2010. The SERP is a nonqualified deferred compensation
plan that is unfunded for federal tax purposes. The SERP includes 11 members of senior management at December 31, 2011. The purpose of the
SERP is to attract and retain key members of management by providing a retirement benefit in addition to the benefits provided by Sonic�s
tax-qualified and other nonqualified deferred compensation plans.
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The following table sets forth the status of the SERP:

Year Ended December 31,
        2011                2010        

(In thousands)
Change in projected benefit obligation:
Obligation at beginning of year $ 814 $ �
Service cost 1,021 814
Interest cost 49 �
Actuarial loss (gain) 508 �

Obligation at end of year $ 2,392 $ 814

Change in fair value of plan assets:
Plan assets at beginning of year $ � $ �

Plan assets at end of year � �

Funded Status Recognized $ (2,392) $ (814) 

December 31,
2011 2010

Amounts recognized in the Consolidated Balance Sheets:
Non-current liability $ (2,392) $ (1,000) 

Accumulated benefit obligation $ (2,392) $ �

The following table provides the cost components of the SERP:

Year Ended December 31,
        2011                2010        

(In thousands)
Service cost $ 1,021 $ 814
Interest cost 49 �

Net Pension expense (benefit) $ 1,070 $ 814

The weighted average assumptions used to determine the benefit obligation and net periodic benefit costs consist of:

December 31,
        2011                2010        

Discount rate 4.40% 6.00% 
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The estimated future benefit payments expected to be paid for each of the next five years and the sum of the payments expected for the next five
years thereafter are:

Year Ending December 31,

Estimated Future
Benefit

Payments
(In thousands)

2012 $ �
2013 �
2014 �
2015 �
2016 �
2017 - 2021 1,510

Multi-Employer Benefit Plan

Six of Sonic�s dealership subsidiaries currently make fixed-dollar contributions to the Automotive Industries Pension Plan (the �AI Pension Plan�)
pursuant to collective bargaining agreements between Sonic�s subsidiaries and the International Association of Machinists (the �IAM�) and the
International Brotherhood of Teamsters (the �IBT�). The AI Pension Plan is a �multi-employer pension plan� as defined under the Employee
Retirement Income Security Act of 1974, as amended, and Sonic�s six dealership subsidiaries are among approximately 240 employers that make
contributions to the AI Pension Plan pursuant to collective bargaining agreements with the IAM and IBT. The risks of participating in this
multi-employer pension plan are different from single-employer plans in the following aspects:

� assets contributed to the multi-employer plan by one employer may be used to provide benefits to employees of other participating
employers;

� if a participating employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the remaining
participating employers; and

� if Sonic chooses to stop participating in the multi-employer pension plan, Sonic may be required to pay the plan an amount based on the
underfunded status of the plan, referred to as a withdrawal liability.

Sonic�s participation in the AI Pension Plan for the year ended December 31, 2011, is outlined in the table below. The �EIN/Pension Plan Number�
column provides the Employee Identification Number (the �EIN�). Unless otherwise noted, the most recent Pension Protection Act of 2006 (the
�PPA�) zone status available in the years ended December 31, 2011 and 2010 is for the plan�s year-end at December 31, 2010, and December 31,
2009, respectively. The zone status is based on information that Sonic received from the AI Pension Plan. Among other factors, plans in the red
zone are generally less than 65% funded, plans in the yellow zone are less than 80% funded, and plans in the green zone are at least 80% funded.
The �FIP/RP Status Pending/Implemented� column indicates plans for which a Financial Improvement Plan (the �FIP�) or a Rehabilitation Plan (the
�RP�) is either pending or has been implemented. The last column lists the expiration dates of the collective-bargaining agreements to which the
plan is subject. The number of employees covered by Sonic�s multi-employer plans increased 15.5% from December 31, 2009 to December 31,
2010 and 4.1% from December 31, 2010 to December 31, 2011, affecting the period-to-period comparability of the contributions for years ended
December 31, 2011, 2010 and 2009.
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EIN/Pension
Plan 

Number

Pension
Protection
Act Zone

Status FIP/RP Status Sonic Contributions

Surcharge
Imposed

Collective-
Bargaining

Agreement

Expiration Date(1)

Pension

Fund 2011 2010
Pending /

Implemented

Year Ended December 31,

    2011        2010        2009    
(In thousands)

AI

Pension Plan 94-1133245 Red Red RP Implemented $120 $117 $116 Yes

Between
September 30, 2012
and August 31, 2014

(1) Collective bargaining agreement expiration dates vary by union and dealership. Dates shown represent the range of the earliest and latest
stated expirations for our union employees.

Sonic�s participating dealership subsidiaries were not listed in the AI Pension Plan�s Form 5500 as providing more than 5% of the total
contributions for the plan years ended December 31, 2010 and December 31, 2009.

In June 2006, Sonic received information that the AI Pension Plan was substantially underfunded as of December 31, 2005. In July 2007, Sonic
received updated information that the AI Pension Plan continued to be substantially underfunded as of December 31, 2006, with the amount of
such underfunding increasing versus year end 2005. In March 2008, the Board of Trustees of the AI Pension Plan notified participants,
participating employers and local unions that the AI Pension Plan�s actuary, in accordance with the requirements of the PPA, had issued a
certification that the AI Pension Plan is in Critical Status effective with the plan year commencing January 1, 2008. As of April 2011, the AI
Pension Plan remained in Critical Status for the plan year beginning January 1, 2011. In conjunction with the AI Pension Plan�s Critical Status,
the Board of Trustees of the AI Pension Plan adopted a rehabilitation plan that implements reductions or eliminations of certain adjustable
benefits that were previously available under the AI Pension Plan (including some forms of early retirement benefits, and disability and death
benefits, among other items), and also implements a requirement on all participating employers to increase employer contributions to the AI
Pension Plan for a seven year period commencing in 2013. Under applicable federal law, any employer contributing to a multi-employer pension
plan that completely ceases participating in the plan while the plan is underfunded is subject to payment of such employer�s assessed share of the
aggregate unfunded vested benefits of the plan. In certain circumstances, an employer can be assessed withdrawal liability for a partial
withdrawal from a multi-employer pension plan. In addition, if the financial condition of the AI Pension Plan were to continue to deteriorate to
the point that the AI Pension Plan is forced to terminate and be assumed by the Pension Benefit Guaranty Corporation (the �PBGC�), the
participating employers could be subject to assessments by the PBGC to cover the participating employers� assessed share of the unfunded vested
benefits. If any of these adverse events were to occur in the future, it could result in a substantial withdrawal liability assessment to Sonic.

11.     Fair Value Measurements
In determining fair value, Sonic uses various valuation approaches including market, income and/or cost approaches. �Fair Value Measurements
and Disclosures� in the ASC establishes a hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and
minimizes the use of unobservable inputs by requiring that the most observable inputs be used when available. Observable inputs are inputs that
market participants would use in pricing the asset or liability developed based on market data obtained from sources independent of Sonic.
Unobservable inputs are inputs that reflect Sonic�s assumptions about the assumptions market participants would use in pricing the asset or
liability developed based on the best information available in the circumstances. The hierarchy is broken down into three levels based on the
reliability of inputs as follows:

Level 1 � Valuations based on quoted prices in active markets for identical assets or liabilities that Sonic has the ability to access. Assets utilizing
Level 1 inputs include marketable securities that are actively traded.
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Level 2 � Valuations based on quoted prices in markets that are not active or for which all significant inputs are observable, either directly or
indirectly. Assets and liabilities utilizing Level 2 inputs include cash flow swap instruments.

Level 3 � Valuations based on inputs that are unobservable and significant to the overall fair value measurement. Asset and liability measurements
utilizing Level 3 inputs include those used in estimating fair value of non-financial assets and non-financial liabilities in purchase acquisitions,
those used in assessing impairment of property, plant and equipment and other intangibles and those used in the reporting unit valuation in the
first step of the annual goodwill impairment evaluation. For instance, certain assets held for sale in the accompanying Consolidated Balance
Sheets are valued based on estimated proceeds to be received in connection with the disposal of those assets.

The availability of observable inputs can vary and is affected by a wide variety of factors. To the extent that valuation is based on models or
inputs that are less observable or unobservable in the market, the determination of fair value requires more judgment. Accordingly, the degree of
judgment required by Sonic in determining fair value is greatest for instruments categorized in Level 3. In certain cases, the inputs used to
measure fair value may fall into different levels of the fair value hierarchy. In such cases, for disclosure purposes, the level in the fair value
hierarchy within which the fair value measurement is disclosed is determined based on the lowest level input (Level 3 being the lowest level)
that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant who holds the asset or owes the liability rather than
an entity-specific measure. Therefore, even when market assumptions are not readily available, Sonic�s own assumptions are set to reflect those
that market participants would use in pricing the asset or liability at the measurement date. Sonic uses inputs that are current as of the
measurement date, including during periods when the market may be abnormally high or abnormally low. Accordingly, fair value measurements
can be volatile based on various factors that may or may not be within Sonic�s control.

Assets or liabilities recorded at fair value in the accompanying Consolidated Balance Sheets as of December 31, 2011 and 2010 are as follows:

Fair Value at December 31,

Total

Quoted Prices
in Active

Markets for
Identical

Assets (Level 
1)

Significant Other
Observable

Inputs (Level 2)

Significant
Unobservable

Inputs (Level 3)
2011 2010 2011 2010 2011 2010 2011 2010

(In millions)
Cash flow swaps designated as hedges(1) $ 32.5 $ 25.3 $ � $ � $ 32.5 $ 25.3 $ � $ �
Cash flow swaps not designated as hedges(2) 5.1 7.4 � � 5.1 7.4 � �
Deferred compensation plan(3) 12.1 11.2 � � 12.1 11.2 � �

Total $ 49.7 $ 43.9 $ � $ � $ 49.7 $ 43.9 $ � $ �

(1) As of December 31, 2011, $10.4 million and $22.1 million were included in other accrued liabilities and other long-term liabilities,
respectively, in the accompanying Consolidated Balance Sheets. As of December 31, 2010, $25.3 million was included in other long-term
liabilities in the accompanying Consolidated Balance Sheets.

(2) As of December 31, 2011 $2.8 million and $2.3 million are included in other accrued liabilities and other long-term liabilities,
respectively, in the accompanying Consolidated Balance Sheets. As of December 31, 2010, $7.4 million was included in other long-term
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(3) Included in other long-term liabilities in the accompanying Consolidated Balance Sheets as of December 31, 2011 and 2010.
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Assets or liabilities measured at fair value on a non-recurring basis in the accompanying Consolidated Balance Sheets as of December 31, 2011
are as follows:

Balance
as of

December 31, 2011

Significant
Unobservable

Inputs (Level 3) as of
December 31,

2011

Total
Gains / (Losses)

for the Year Ended
December 31, 

2011
(In millions)

Long-lived assets held and used(1) $ 552.0 $ 552.0 $ (1.2) 
Goodwill(2) 468.5 468.5 �
Franchise assets(2) 64.8 64.8 �

(1) See Notes 1 and 4 for discussion.

(2) See Note 5 for discussion.
As of December 31, 2011 and December 31, 2010, the fair values of Sonic�s financial instruments including receivables, notes receivable from
finance contracts, notes payable-floor plan, trade accounts payable, borrowings under the revolving credit facilities and certain mortgage notes
approximate their carrying values due either to length of maturity or existence of variable interest rates that approximate prevailing market rates.

The fair value and carrying value of Sonic�s fixed rate long-term debt was as follows:

December 31, 2011 December 31, 2010
Fair

Value Carrying Value
Fair

Value Carrying Value
(In thousands)

9.0% Notes(1) $ 221,025 $ 208,769 $ 220,836 $ 208,630
8.625% Notes(1) $ � $ � $ 43,498 $ 42,673
5.0% Convertible Notes(1) $ 205,448 $ 137,333 $ 215,453 $ 147,824
Mortgage Notes(2) $ 119,310 $ 116,584 $ 88,119 $ 88,262
Assumed Notes(2) $ 13,260 $ 14,438 $ 15,676 $ 17,427
Other(2) $ 5,150 $ 5,555 $ 5,311 $ 5,751

(1) As determined by market quotations as of December 31, 2011 and 2010, respectively (Level 1).

(2) As determined by discounted cash flows (Level 3).
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12. Commitments and Contingencies
Facility and Equipment Leases

During the year ended December 31, 2011, Sonic�s management decided to cease using one dealership property which is leased under an
operating lease. Of the approximate $4.4 million of lease exit expense recorded for the year ended December 31, 2011, $0.9 million related to
lease exit accruals established in the year ended December 31, 2011 and adjustments to lease exit accruals recorded in prior years for the present
value of the lease payments, net of estimated sublease rentals, for the remaining life of the operating leases and other accruals necessary to
satisfy the lease commitment to the landlord. The remaining $3.5 million lease exit expense was related to interest charges for dealerships for
which lease exit accruals exist. A summary of the activity of these operating lease accruals consists of the following:

(In thousands)
Balance, December 31, 2010 $ 43,534
Lease exit expense(1) 4,384
Payments(2) (8,800) 

Balance, December 31, 2011 $ 39,118

(1) Approximately $0.5 million is recorded in interest expense, other, net, approximately $3.7 million is recorded in selling, general and
administrative expenses and approximately $0.2 million is recorded to income (loss) from operations and the sale of dealerships in the
accompanying Consolidated Statements of Income.

(2) Amount is recorded as reduction of rent expense in selling, general and administrative expenses, with approximately $1.7 million in
continuing operations and $7.1 million as a reduction to income (loss) from operations and the sale of dealerships in the accompanying
Consolidated Statements of Income.

Sonic leases facilities for the majority of its dealership operations under operating lease arrangements. These facility lease arrangements
normally have fifteen to twenty year terms with one or two ten year renewal options and do not contain provisions for contingent rent related to
dealership�s operations. Many of the leases are subject to the provisions of a guaranty and subordination agreement that contains financial and
affirmative covenants. Sonic was in compliance with these covenants at December 31, 2011. Approximately 20% of these facility leases are
based on capitalization rates with payments that vary based on interest rates.

Minimum future lease payments for both facility leases and sub-leases to be received as required under non-cancelable operating leases for both
continuing and discontinued operations based on interest rates as of the inception of each lease are as follows:

Year Ending December 31,

Future
Minimum

Lease 
Payments,

Net

Receipts

from Future
Subleases

(In thousands)
2012 $ 109,078 $ (15,832) 
2013 102,555 (15,611) 
2014 93,833 (15,703) 
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2015 83,217 (13,841) 
2016 77,338 (11,869) 
Thereafter 320,936 (33,113) 

Total lease expense for continuing operations for the years ended December 31, 2011, 2010 and 2009 was approximately $110.9 million, $113.8
million and $113.9 million, respectively. Total lease income for
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discontinued operations for the year ended December 31, 2011 was approximately $2.0 million, related to adjustments of previously recorded
lease exit accruals. Total lease expense for discontinued operations for the years ended December 31, 2010 and 2009 was approximately $1.7
million and $39.5 million, respectively. The total net contingent rent benefit related to a decrease in interest rates since the underlying leases
commenced was approximately $2.5 million and $0.4 million for continuing and discontinued operations, respectively, for each of the years
ended December 31, 2011, 2010 and 2009.

Many of Sonic�s facility operating leases are subject to affirmative and financial covenant provisions related to a subordination and guaranty
agreement executed with the landlord of many of its facility properties. On March 12, 2009, Sonic amended this guaranty and subordination
agreement with the landlord. This amendment adjusted the calculation of the consolidated fixed charge coverage ratio covenant contained in the
original guaranty and subordination agreement and added two additional financial covenants: a consolidated liquidity ratio covenant and a
consolidated total senior secured debt to EBITDA ratio covenant. The required financial covenants related to the amended subordination and
guaranty agreement are as follows:

Covenant

Consolidated
Liquidity

Ratio

Consolidated
Fixed Charge

Coverage
Ratio

Consolidated
Total Lease

Adjusted Leverage
Ratio

EBTDAR to
Rent
Ratio

March 31, 2011 through and including
March 30, 2012 ³ 1.05 ³ 1.15 £ 5.50 ³ 1.50
March 31, 2012 and thereafter ³ 1.10 ³ 1.20 £ 5.50 ³ 1.50
December 31, 2011 actual 1.13 1.65 4.02 2.80

Guarantees and Indemnifications

In accordance with the terms of Sonic�s operating lease agreements, Sonic�s dealership subsidiaries, acting as lessees, generally agree to
indemnify the lessor from certain exposure arising as a result of the use of the leased premises, including environmental exposure and repairs to
leased property upon termination of the lease. In addition, Sonic has generally agreed to indemnify the lessor in the event of a breach of the lease
by the lessee.

In connection with dealership dispositions, certain of Sonic�s dealership subsidiaries have assigned or sublet to the buyer its interests in real
property leases associated with such dealerships. In general, the subsidiaries retain responsibility for the performance of certain obligations
under such leases, including rent payments, and repairs to leased property upon termination of the lease, to the extent that the assignee or
sub-lessee does not perform. These obligations are included within the future minimum lease payments, net, in the table above. In the event the
sub-lessees do not perform under their obligations Sonic remains liable for the lease payments. The total amount relating to this risk is
approximately $106.0 million, which is the total of the receipts from future subleases in the table under the heading �Facility and Equipment
Leases� above. However, there are situations where Sonic has assigned a lease to the buyer and Sonic was not able to obtain a release from the
landlord. In these situations, although Sonic is no longer the primary obligor, Sonic is contingently liable if the buyer does not perform under the
lease terms. The total estimated minimum lease payments remaining related to these leases totaled approximately $11.0 million at December 31,
2011. However, in accordance with the terms of the assignment and sublease agreements, the assignees and sub-lessees have generally agreed to
indemnify Sonic and its subsidiaries in the event of non-performance. Additionally, in connection with certain dispositions, Sonic has obtained
indemnifications from the parent company or owners of these assignees and sub-lessees in the event of non-performance.
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In accordance with the terms of agreements entered into for the sale of Sonic�s dealerships, Sonic generally agrees to indemnify the buyer from
certain liabilities and costs arising subsequent to the date of sale, including environmental exposure and exposure resulting from the breach of
representations or warranties made in accordance with the agreement. While Sonic�s exposure with respect to environmental remediation and
repairs is difficult to quantify, Sonic�s maximum exposure associated with these general indemnifications was approximately $7.6 million at
December 31, 2011. These indemnifications expire within a period of one to two years following the date of sale. The estimated fair value of
these indemnifications was not material and the amount recorded for this contingency was not significant at December 31, 2011.

Legal Matters

Several private civil actions have been filed against Sonic Automotive, Inc. and several of its dealership subsidiaries that purport to represent
classes of customers as potential plaintiffs and make allegations that certain products sold in the finance and insurance departments were done so
in a deceptive or otherwise illegal manner. One of these private civil actions was filed on November 15, 2004 in South Carolina state court, York
County Court of Common Pleas, against Sonic Automotive, Inc. and some of Sonic�s South Carolina subsidiaries. The plaintiffs in that lawsuit
were Misty J. Owens, James B. Wright, Vincent J. Astey and Joseph Lee Williams, on behalf of themselves and all other persons similarly
situated, with plaintiffs seeking monetary damages and injunctive relief on behalf of the purported class. The group of plaintiffs� attorneys
representing the plaintiffs in the South Carolina lawsuit also filed another private civil class action lawsuit against Sonic Automotive, Inc. and
certain of its subsidiaries on February 14, 2005 in state court in North Carolina, Lincoln County Superior Court, which similarly sought
certification of a multi-state class of plaintiffs and alleged that certain products sold in the finance and insurance departments were done so in a
deceptive or otherwise illegal manner. The plaintiffs in this North Carolina lawsuit were Robert Price, Carolyn Price, Marcus Cappelletti and
Kelly Cappelletti, on behalf of themselves and all other persons similarly situated, with plaintiffs seeking monetary damages and injunctive
relief on behalf of the purported class. The South Carolina state court action and the North Carolina state court action were subsequently
consolidated into a single proceeding in private arbitration before the American Arbitration Association. On November 12, 2008, claimants in
the consolidated arbitration filed a Motion for Class Certification as a national class action including all of the states in which Sonic operates
dealerships except Florida. Claimants are seeking monetary damages and injunctive relief on behalf of this class of customers. The parties have
briefed and argued the issue of class certification.

On July 19, 2010, the Arbitrator issued a Partial Final Award on Class Certification, certifying a class which includes all customers who, on or
after November 15, 2000, purchased or leased from a Sonic dealership a vehicle with the Etch product as part of the transaction, but not
including customers who purchased or leased such vehicles from a Sonic dealership in Florida. The Partial Final Award on Class Certification is
not a final decision on the merits of the action. The merits of Claimants� assertions and potential damages would still have to be proven through
the remainder of the arbitration. The Arbitrator stayed the Arbitration for thirty days to allow either party to petition a court of competent
jurisdiction to confirm or vacate the award. On July 22, 2010, the plaintiffs in this consolidated arbitration filed a Motion to Confirm the
Arbitrator�s Partial Final Award on Class Certification in state court in North Carolina, Lincoln County Superior Court. On August 17, 2010,
Sonic removed this North Carolina state court action to federal court, and simultaneously filed a Petition to Vacate the Arbitrator�s Partial Final
Award on Class Certification, with both filings made in the United Stated District Court for the Western District of North Carolina.

On August 12, 2011, the United States District Court for the Western District of North Carolina issued an Order granting Sonic�s Petition to
Vacate Arbitration Award on Class Certification and denied Claimant�s Motion to Dismiss the same. Claimants filed a Notice of Appeal to the
United States Fourth Circuit Court of
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Appeals on September 12, 2011. The federal court�s stay of the arbitration proceeding remains in force. At a mediation held January 16, 2012,
Sonic reached an agreement with the Claimants to settle this ongoing dispute in its entirety. This agreement is subject to formal documentation
and court approval. In the event that such formal documentation is completed and court approval is received, such a settlement would not have a
material adverse effect on Sonic�s future results of operations, financial condition and cash flows.

Sonic is involved, and expects to continue to be involved, in numerous legal and administrative proceedings arising out of the conduct of its
business, including regulatory investigations and private civil actions brought by plaintiffs purporting to represent a potential class or for which a
class has been certified. Although Sonic vigorously defends itself in all legal and administrative proceedings, the outcomes of pending and future
proceedings arising out of the conduct of Sonic�s business, including litigation with customers, employment related lawsuits, contractual
disputes, class actions, purported class actions and actions brought by governmental authorities, cannot be predicted with certainty. An
unfavorable resolution of one or more of these matters could have a material adverse effect on Sonic�s business, financial condition, results of
operations, cash flows or prospects. Included in other accrued liabilities at December 31, 2011 and December 31, 2010 was approximately $7.3
million and $9.1 million, respectively, in reserves that Sonic has provided for pending proceedings. Except as reflected in such reserves, Sonic is
currently unable to estimate a range of reasonably possible loss, or a range of reasonably possible loss in excess of the amount accrued, for
pending proceedings.

13. Subsequent Events
Subsequent to December 31, 2011, Sonic disposed of two dealerships, which generated cash from disposition of approximately $13.0 million on
the disposal of approximately $7.2 million of net assets. Total revenues for these dealerships totaled approximately $64.5 million, $59.8 million
and $54.5 million for the years ended December 31, 2011, 2010 and 2009, respectively. The results of operations for these disposed dealerships
are included in continuing operations for the years ended December 31, 2011, 2010 and 2009 in the Consolidated Statements of Income.
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14. Summary of Quarterly Financial Data (Unaudited)
The following table summarizes Sonic�s results of operations as presented in the Consolidated Statements of Income by quarter for the years
ended December 31, 2011 and 2010:

First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

(In thousands, except per share data)
Year Ended December 31, 2011
Total revenues(1) $ 1,839,376 $ 1,968,252 $ 1,992,849 $ 2,070,797
Gross profit(1) $ 291,168 $ 309,732 $ 302,924 $ 305,295
Net income (loss)(2) $ 14,964 $ 21,351 $ 19,401 $ 20,538
Earnings (loss) per common share � Basic(2)(3) $ 0.28 $ 0.40 $ 0.37 $ 0.39
Earnings (loss) per common share � Diluted(2)(3) $ 0.26 $ 0.35 $ 0.33 $ 0.35
Year Ended December 31, 2010
Total revenues(1) $ 1,543,665 $ 1,722,026 $ 1,770,260 $ 1,844,893
Gross profit(1) $ 265,878 $ 282,476 $ 281,799 $ 284,525
Net income (loss)(2) $ 4,154 $ 8,436 $ 12,985 $ 64,354
Earnings (loss) per common share � Basic(2)(3) $ 0.08 $ 0.16 $ 0.25 $ 1.22
Earnings (loss) per common share � Diluted(2)(3) $ 0.08 $ 0.16 $ 0.23 $ 1.00

Note: Operations are subject to seasonal variations. The first quarter generally contributes less operating profits than the second, third and
fourth quarters. Parts and service demand remains more stable throughout the year. Amounts presented may differ from amounts
previously reported on Form 10-Q due to the classification of certain franchises in discontinued and continuing operations in accordance
with �Presentation of Financial Statements� in the ASC (see Note 2).

(1) Results are for continuing operations.

(2) Results include both continuing operations and discontinued operations.

(3) The sum of net income per common share for the quarters may not equal the full year amount due to weighted average common
shares being calculated on a quarterly versus annual basis.

Net income in the second quarter ended June 30, 2010 includes a pre-tax loss of $7.3 million on the repurchase of $200.0 million in aggregate
principal amount of the 8.625% Senior Subordinated Notes.

Net income in the fourth quarter ended December 31, 2010 includes income tax valuation allowance benefits related to state net operating loss
carryforwards and other deferred income tax assets of $48.2 million.

Net income in the fourth quarter ended December 31, 2011 includes impairment of property and equipment of approximately $1.0 million and
lease adjustments and other charges of approximately $6.8 million.
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