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PART |
ITEM 1. BUSINESS

FORWARD LOOKING STATEMENTS AND RISK FACTORS

This Form 10-K contains forward-looking statemefitsese statements are necessarily subject tomiskiacertainty. Actual results could
differ materially from those projected in theseward-looking statements. These risk factors inclixe are not limited to, the following:
- The cyclical nature of automobile sales;

- The Company's ability to negotiate profitablesrative acquisitions;

- The Company's ability to secure manufacturer eygds for acquisitions; nd

- The Company's ability to retain existing manageine

See Exhibit 99 for a discussion of risk factors.

GENERAL

Lithia is a leading operator and retailer in thghty fragmented automotive industry. We offer 28ras of new vehicles, through 56
franchises in 28 locations in the western Uniteate®t We currently operate 14 dealerships in Galéio 9 in Oregon, 2 in Washington and 3
in Nevada. Lithia sells new and used cars and tigitks, sells replacement parts, provides velmm@@ntenance, warranty, paint and repair
services, and arranges related financing and insarfor its automotive customers.

Lithia Motors, Inc. was founded in 1946 and its tsemior executives have managed Lithia for oveye8s. Management has developed and
implemented its acquisition and operating strategikich have enabled Lithia to successfully idgntiicquire and integrate dealerships,
achieving financial performance superior to indusiverages. Since December 1996 when we completeidital public offering, we have
acquired 23 dealerships and are actively pursuiditianal acquisitions. During 1998, the ComparsKk#l in integrating dealerships resulted
in 22% sales growth and 44% pre tax income growtheafirst ten stores that were purchased sintted's initial public offering.

According to industry data, the number of franctliaatomobile dealerships has declined from more 88000 dealerships in 1960 to
approximately 22,000 in 1998. Currently, the latdé¥) dealer groups generate less than 12% ofitmtabtry sales and control approxima
5% of all franchised automobile dealerships. Based current annual revenue run rate of $850 milee believe that we are one of the 20
largest automobile retailers in the country.

Further consolidation of the automotive retailingustry is expected due to:

- The high cost of entry into the franchised autbitebusiness;

- Many dealerships owned by individuals who areringaretirement age; and

- The desire of manufacturers to strengthen theataet networks through consolidation.
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GROWTH STRATEGY

Lithia has become a leading acquiror and operdtautomobile dealerships in the western and intetsntain United States. We target
acquisitions in markets where we have the oppdstuaibuild a significant market presence. We galhetry to acquire an entire group at «
time (a "Platform") or acquire one or two stores éime ("Fill-ins"). Lithia's current core marketee South-Central Oregon, Northern
California, South-Central Valley, California, Noetim Nevada and Eastern Washington. Lithia makegisitigns on an opportunistic basis
with a keen focus on maximizing its return on irtm@nt. As such, Lithia's acquisition pricing didiip has played a key role in its acquisi
activities. Lithia's strict discipline in purchagistores, combined with its ability to rapidly inope profitability by implementing the Lithia
operating model into acquired stores, has effelgtibowed Lithia to build its own dealership graup

Since our initial public offering in December 1996 have completed the purchase of 23 dealershithgwe-acquisition annual revenues of
approximately $684 million.

OPERATING STRATEGY
After acquiring a new store, Lithia implementspteven operating model to maximize the overall étase value of each location. Lithia's
operating strategy consists of the following eletaen

VALUE PARTNERSHIP WITH MANUFACTURERS. Lithia recogzes that the manufacturers are true partners girthe franchise
system. They are all large well-developed companigsenormous resources committed to the franchisthe method of retailing their
products. They lend support in training Lithia'sptoyees; in allocating vehicles; in designing sgsdor operations; in selling slowareving
inventories through incentives and rebates; aratlirertising through regional and national sourtéhia relies on this help and encourages
their assistance as a welcome partner. Lithia aadee in facility design, in marketing efforts andgprogram support.

PROVIDE A BROAD RANGE OF PRODUCTS AND SERVICES. hiih offers a broad range of products and servioglsding a wide
selection of new and used cars and light truckiicle financing and insurance and replacement paudsservice.

By offering new and used vehicles and an arrayoaiglementary services at each of its locationdii&iseeks to increase customer traffic
meet specific customer needs. We believe thatinfferumerous new vehicle brands appeals to a yasfatustomers, minimizes dependence
on any one manufacturer, and reduces our expossgply problems and product cycles.

EMPHASIZE SALES OF HIGHER MARGIN PRODUCTS AND SERVES. Lithia generates substantial incremental reeemd net
income by arranging the financing for the saleatficles and by selling insurance, extended sepngogracts and vehicle maintenance. In
1998, Lithia arranged financing for 74% of its neghicle sales and 71% of its used vehicle saleapaoed to 42% and 51%, respectively,
the average automobile dealership in the UniteteSt{d.997 data).



EMPLOY PROFESSIONAL MANAGEMENT TECHNIQUES. Each desship is its own profit center and is manageabyexperienced
general manager who has primary responsibilityrfeentory, advertising, pricing and personnel. tdey to provide additional support
towards improving performance, each dealershipaladable to it a 5-person team of specialistsaw nehicle sales, used vehicle sales,
finance and insurance, service and parts, and diffick administration. Lithia compensates its gaharanagers and department managers
based on the profitability of their dealerships degartments, respectively. Senior management orsréach dealership's sales, profitability
and inventory on a daily basis.

FOCUS ON CUSTOMER SATISFACTION AND LOYALTY. Lithimphasizes customer satisfaction and a reputadiogquiality and
fairness. Lithia trains its sales personnel to fifg@an appropriate vehicle for each of its custosrat an affordable price.

Lithia's "Priority You" customer service plan prdes:

- A customer credit check within 10 minutes;

- A used vehicle appraisal within 30 minutes;

- Paper work completed within 90 minutes for a ehpurchase;

- A 10-day/500-mile "no questions asked" right xéleange on any used vehicle sold;
- A 60-day/3,000 mile warranty on all used vehidekl; and

- A donation to a local charity or educational arigation for every vehicle sold.

We believe that "Priority You" helps differentiate from other dealerships.

We believe the application of this operating sggtprovides us with a competitive advantage ovemyrdealerships and it is critical to our
ability to achieve levels of profitability superito industry averages.

Lithia has received a number of dealer quality emstomer satisfaction awards from various manufacsu Lithia's Medford and Grants Pz
Oregon Chrysler product dealerships achieved Céargshighest recognition for dealer excellence Rive-Star Certification. The Medford
location was the first to receive this certificatio the Pacific Northwest. Most recently, Lithimdye of Eugene, Oregon became a National
Charger Club member in recognition of high saldsw@ and customer satisfaction. Also, Lithia IsezlReno was recognized as the number
one retail Isuzu dealer in the country and Sendiah Gember as well as receiving the 1998 Preskl€nip.
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DEALERSHIP OPERATIONS
Lithia owns and operates 28 dealership locatiodsn Lalifornia, 9 in Oregon, 3 in Nevada and 2\Washington. Each of Lithia's dealerships
sell new and used vehicles and related automotivis pnd services.

Lithia's dealerships, brands sold and percentageroént annual revenues by region are as follows:

Number of % of Current
Region Location Franchises Brands Annual Revenues
South-Central Oregon Medford, OR 4 Honda, Suzuki, Isuzu, Volks wagen 34%
Medford, OR 3 Toyota, Lincoln-Mercury
Medford, OR 6 Dodge, Dodge Truck, Chrysle r,
Plymouth, Mazda, Jeep
Medford, OR 1 Saturn
Medford, OR 2 Nissan, BMW
Grants Pass, OR 5 Dodge, Dodge Truck, Chrysle r,
Plymouth, Jeep
Eugene, OR 2 Dodge, Dodge Trucks
Eugene, OR 1 Toyota
Eugene, OR 1 Nissan
Northern California Vacaville, CA 1 Toyota 27%
Concord, CA 2 Dodge, Dodge Trucks
Concord, CA 2 Volkswagen, Isuzu
Concord, CA 1 Ford
Napa, CA 3 Ford, Lincoln-Mercury
Redding, CA 1 Chevrolet
Redding, CA 1 Toyota
South-Central Valley, CA Bakersfield, CA 1 Nissan 19%
Bakersfield, CA 2 BMW, Acura
Bakersfield, CA 1 Jeep
Fresno, CA 1 Ford
Fresno, CA 2 Mazda, Suzuki
Fresno, CA 1 Nissan
Fresno, CA 2 Jeep, Hyundai
Northern Nevada Reno, NV 5 Isuzu, Lincoln-Mercury, S uzuki, 10%
Audi Volkswagen
Reno, NV 1 Isuzu, Lincoln-Mercury, Suz uki
Sparks, NV -(1)
Eastern Washington Spokane, WA 1 Chevrolet 10%
Spokane, WA 3 Subaru, BMW, Volvo

(1) The Sparks, Nevada location represents satfiéinchises of the main Reno location.
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NEW VEHICLE SALES. Lithia sells 23 domestic and ionfed brands ranging from economy to luxury cgpsyisutility vehicles, minivan
and light trucks. The following table sets fortly,lhanufacturer, the percentage of new vehicle galdsthia during the fourth quarter of
1998.

1998 FOURTH QUARTER
PERCENTAGE OF

MANUFACTURER NEW VEHICLE SALES
Chrysler (Chrysler, Plymouth, Dodge, Jeep, Dodge 31.2
Trucks)

Ford (Ford, Lincoln, Mercury) 19.3
Toyota 12.0
General Motors (Chevrolet, Saturn) 8.8
Volkswagen, Audi 6.4
Isuzu 5.7
Nissan 5.6
BMW 3.2
Honda (Acura, Honda) 2.8
Subaru 1.8
Suzuki 1.0
Mazda 0.9
Volvo 0.8
Hyundai 0.5

100.0%

The following table sets forth Lithia's unit andldosales of new vehicles for each of the pat fiears:

(dollars in thousands) 1994 1995 1 996 1997 1998
Units 2,744 2,715 3 274 7,493 17,708
Sales $51,154 $53,277 $65 ,092  $161,294 $388,431

Lithia purchases substantially all of its new carentory directly from manufacturers who allocagsvrvehicles to dealerships based on the
amount of vehicles sold by the dealership and byd#mlership's market area. Lithia also exchangegles with other dealers to
accommodate customer demand and to balance inyentor

As is customary in the automobile industry, thafisales price of a new vehicle is generally neged with the customer. However, at
Lithia's Saturn dealership, the final sales pricesinot deviate from the posted price.

USED VEHICLE SALES. Used vehicle sales are an irtgodrpart of our overall profitability. Lithia rates a full-time used vehicle manager
at each of its locations.

Lithia acquires the majority of its used vehiclestigh customer trades, but also acquires them at "closed" auctiofsclivmay be attende
only by new vehicle dealers and which offer offdearental and fleet vehicles, and at "open" anstishich offer repossessed vehicles and
vehicles being sold by other dealers.

Lithia sells used vehicles to retail customers amthe case of vehicles in poor condition, or ekg which have not sold within a specified
period of time, to other dealers and to wholesalers



The following table sets forth Lithia's unit andldosales of used vehicles for each of the pastyiears:

(dollars in thousands) 1994 1995 1 996 1997 1998
Retail units 3,372 3,302 4, 156 7,148 13,645
Retail sales $36,382 $36,997 $48, 697  $88,571 $174,223
Wholesale units 1,834 1,842 2, 348 4,990 9,532
Wholesale sales $5999 $7,064 $9, 914  $24,528 $46,321
Total units 5,206 5,144 6, 504 12,138 23,177
Total sales $42,381 $44,061 $58, 611 $113,099 $220,544

Lithia's "Priority You" offers a 60-day/3,000-miearranty and a 10-day/500-mile "no questions askadhange program on every used
vehicle it sells. We generally sell each used Mehidthin 60 days of acquisition.

VEHICLE FINANCING AND LEASING. Lithia believes thahe availability of financing at its dealershigritical to its ability to sell
vehicles and ancillary products and services. aifirovides a variety of financing and leasing akiéives to meet the needs of each customer.
We believe our ability to offer customer-tailoredancing on a "same day" basis provides us withduantage over many of our competitors,
particularly smaller competitors who do not genematfficient volume to attract the diversity ofdimcing sources that are available to us.

Because of the high profit margins which are tyfycgenerated through sales of F&I products, Litbéeks to arrange financing for every
vehicle it sells. Lithia has arranged financing ddarger percentage of its transactions thanrittestry average. During 1998, Lithia financed
or arranged for financing for over 74% of its neghicle sales and 71% of its used vehicle salespaogd to an industry average of 42% and
51%, respectively (latest 1997 data).

Lithia maintains close relationships with a wideigty of financing sources that are best suitesktiisfy its customers' particular needs and
that maximize income. The interest rates available the required down payment, if any, dependlaoge extent, upon the bank or other
institution providing the financing and the creligtory of the particular customer.

Lithia generally arranges financing for its custesieom third party sources to avoid the risk ofadédt. However, if we believe the credit risk
is manageable, we occasionally directly financkease the vehicle to the customer. In these chgb& bears the risk of default. Historical
Lithia has directly financed only a limited numtzdrvehicle sales.

SERVICE, BODY AND PARTS. Lithia considers its sa@j body and parts operations to be an integralgbdis customer service program
and an important element of establishing customgalty. Lithia provides parts and service primafdy the new vehicle brands sold by its
dealerships but may also service other vehicle$988, Lithia's service, body and parts operatgerserated $72.2 million in revenues, or
10.1% of total revenues. Lithia uses a variableipgi structure designed to reflect the difficultydasophistication of different types of repairs
and the cost and availability of parts.



The service, body and parts business provides partant recurring revenue stream to the dealershiffsa markets its parts and service
products by notifying the owners of vehicles pusdthat its dealerships when their vehicles ardalugeriodic service. This practice
encourages preventive maintenance rather thanopeakdown repairs. To a limited extent, revenuemfthe service, body and parts
departments are countercyclical to new car salesvagrs repair existing vehicles rather than buy nehicles. We believe this helps mitig
the effects of a downturn in the new vehicle saigde.

Lithia operates three collision repair centers, eaeh in Northern California, Eastern Washingtoth &outh-Central Oregon.

ANCILLARY SERVICES AND PRODUCTS. Lithia's F&I manags market a number of ancillary products and sesvio every purchaser
a new or used vehicle. Typically, these productsservices yield high profit margins and contribsignificantly to Lithia's overall
profitability.

Lithia sells third-party extended-service contraetsich cover all designated repairs. While all nehicles are sold with the automobile
manufacturer's standard warranty, service planggeadditional coverage beyond the time framecops of the manufacturer's warranty.
Purchasers of used vehicles can purchase similendsd-service contracts.

Lithia offers its customers credit life, health aatident insurance when they finance an automehbilehase. Lithia receives a commission
on each policy sold. The Company also offers otimeillary products such as protective coatingsardmobile alarms.

SALES AND MARKETING
We believe that our "Priority You" program descdtesarlier helps differentiate us from many othaleeships, thereby increasing customer
traffic and developing stronger customer loyalty.

Advertising and marketing play a significant rabeour success. A large portion of an auto retdibetgertising and marketing expenses are
provided for by the automobile manufacturers. Tteuaiacturers also provide Lithia with market reshawhich assists Lithia in developing
its own advertising and marketing campaigns.

Lithia utilizes most forms of media in its adveirtig, including television, our internet web sitewspaper, radio and direct mail, including
periodic mailers to previous customers. Lithia usesgertising to develop its image as a reputabédedeoffering quality service, affordable
automobiles and financing for all buyers. In adufitiLithia's individual dealerships sponsor pricgedunts or other promotions designed to
attract customers. By owning a cluster of deal@sin a particular market, we can save money frotamae discounts and other media
concessions. Lithia also participates as a memib@namber of advertising cooperatives or assagiativhose members pool their resources
and expertise together with those of the manufactior develop advertising campaigns.
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Lithia has dedicated resources to developing aridtaiaing its web site (www.lithia.com). We belietieat our web site is a valuable lead-
generation tool. A visitor to Lithia's web siteaible to do the following at each of Lithia's locais:

- access the manufacturer sites for product inftiona

- order a new vehicle;

- view all used vehicle inventory;

- schedule a service appointment;

- order parts and accessories; and

- download customer discount coupons

We believe that regional and national auto retsjlsuch as Lithia, are best positioned to take @tdge of the internet as an effective
marketing tool.

MANAGEMENT INFORMATION SYSTEM
Lithia's financial information, operational and anating data, and other related statistical infafamaare consolidated, processed and
maintained at its headquarters in Medford, Oregormg network of computers and work stations.

Senior management is able to access detailed iataymfrom all of its locations regarding:
- inventory;

- total unit sales and mix of new and used velseles;

- lease and finance transactions;

- sales of ancillary products and services;

- key cost items and profit margins; and

- the relative performance of the dealerships.

Each dealership's general manager can accessntieeirs@rmation. With this information, managemeai gquickly analyze the results of
operations, identify trends in the business, ardg$mn areas that require attention or improvem#stbelieve that our management
information system also allows our general manatgeguickly respond to changes in consumer pretereand purchasing patterns, thereby
maximizing inventory turnover.

We believe that our management information systemkey factor in successfully incorporating neadguired businesses. Following each
acquisition, Lithia immediately installs its managent information system at the dealership locatibereby quickly making the financial,
accounting and other operational data easily aid#egtroughout the organization. With access tthalata, management can more efficie
execute Lithia's operating strategy at the newtyuaed dealership.

RELATIONSHIPS WITH AUTOMOBILE MANUFACTURERS
Lithia has, either directly or through its subsi@ia, entered into franchise or dealer sales andcgeagreements with each manufacturer of
the new vehicles it sells.

The typical automobile franchise agreement spexctfie locations within a designated market araehath the dealer may sell vehicles and
related products and perform certain approved sesviThe designation of such areas and the albwcafinew vehicles among dealerships
subject to the discretion of the manufacturer, Whgxcept for Saturn) does not guarantee exclyswiithin a specified territory.
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A franchise agreement may impose requirements@ddhler concerning such matters as:
- the showroom;

- service facilities and equipment;

- inventories of vehicles and parts;

- minimum working capital,

- training of personnel; and

- performance standards regarding sales volumeastdmer satisfaction.

Each manufacturer closely monitors compliance wittse requirements and requires each dealershipbtait monthly and annual financial
statements of operations. The franchise agreenatsagrant the dealer the non-exclusive right marsd display manufacturers' trademarks,
service marks and designs in the form and mann@oapd by each manufacturer.

Most franchise agreements expire after a speqifégtbd of time, ranging from one to five years; lear, some franchise agreements,
including those with Chrysler, have no terminatitaie. The typical franchise agreement provideg#oly termination or non-renewal by the
manufacturer if there is:

- a change of management or ownership without nzentuifer consent;

- insolvency or bankruptcy of the dealership;

- death or incapacity of the dealer manager;

- conviction of a dealer manager or owner of cartaimes;

- misrepresentation of certain information by tlealdrship, dealer manager or owner to the manutgtu

- failure to adequately operate the dealership;

- failure to maintain any license, permit or authation required for the conduct of business; or

- poor sales performance or low customer satisfadgtidex

Each franchise agreement authorizes at least aserp® manage the dealership's operations. Thefaetarer must approve changes in
management or transfers of ownership of the dddfers

COMPETITION

The automobile business is highly competitive. @b®omobile dealership industry is fragmented aratatterized by a large number of
independent operators, many of whom are individdatsilies, and small groups. Lithia principallyrapetes with other automobile dealers,
both publicly and privately held, in the same gaheicinity of its dealership locations, as wellagomobile "superstores.” In addition,
certain regional and national car rental compaopesate retail used car lots to dispose of thadusntal cars.

REGULATION

Lithia's operations are subject to extensive ragrasupervision and licensing under various faljestate and local statutes, ordinances and
regulations. Various state and federal regulatgsnaies, such as the Occupational Safety and Hadlttinistration and the U.S.
Environmental Protection Agency, have jurisdictaver the operation of Lithia's dealerships, sereesters, collision repair shops and other
operations, with respect to matters such as consprotection, workers' safety and laws regardirggaolair and water.
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The relationship between a franchised automobitdedship and a manufacturer is governed by vaffiedsral and state laws established to
protect dealerships from the generally unequaldiangg power between the parties. A manufacturer nu:

- terminate or fail to renew a franchise withoubda@ause; or

- prevent any reasonable changes in the capitaitate or the manner in which a dealership is fteah

Manufacturers may object to a sale or change ofagement based on character, financial ability iress experience of the proposed
transferee.

Automobile dealers and manufacturers are also sutmevarious federal and state laws establishgutdtect consumers, including so-called
"Lemon Laws." A manufacturer or the dealer mustaep a new vehicle or accept it for a full refunithin one year after initial purchase if:
- the vehicle does not conform to the manufactsiexpress warranties; and

- the dealer or manufacturer, after a reasonabigbeu of attempts, is unable to correct or repardéfect.

We must provide written disclosures on new vehiofesileage and pricing information. In additiomdncing and insurance activities are
subject to credit reporting, debt collection, anslirance industry regulation.

Imported automobiles are subject to United Statisoens duties. Lithia may, from time to time, haweay claims for duties, penalties or
other charges.

Lithia's business, patrticularly parts, service aallision repair operations involves hazardousoaid substances or wastes. Lithia has been
required to remove storage tanks containing subktances or wastes. Federal, state and local éighastablishing health and
environmental quality standards regulate the hagdind storage of hazardous materials. These gmesrtal authorities also regulate
remediation of contaminated sites, which could ltkid facilities or sites to which Lithia sends hadous or toxic substances or wastes for
treatment, recycling or disposal. We believe thatde not have any material environmental liabgitend that compliance with environmental
regulations will not, have a material adverse éféecLithia's results of operations or financiahddion.

EMPLOYEES

As of December 31, 1998, we employed approximdteéB0 persons on a full-time equivalent basis. Sémwice department employees at
Lithia Concord Dodge and Lithia Sun Valley Ford,INawagen, Isuzu are bound by collective bargaimiggeements. The Company believes
it has a good relationship with its employees.

ITEM 2. PROPERTIES

Lithia's dealerships and other facilities consiétarily of automobile showrooms, display lots,\éee facilities, three collision repair and
paint shops, rental agencies, supply facilitietoauobile storage lots, parking lots and offices. Mééeve our facilities are currently adequate
for our needs and are in good repair. Lithia oworaes of its properties, but generally prefers tadeids properties providing future flexibility
to relocate its retail stores as demographics ahdrithia also holds some undeveloped land forrRiexpansion.
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ITEM 3. LEGAL PROCEEDINGS

Lithia is a party to litigation that arises in thermal course of its business operations. We ddeltve that we are presently a party to
litigation that will have a material adverse effeatour business or operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of Lithia'sehalders during the quarter ended December 38.:
PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER

MATTERS

Lithia's Class A Common Stock began trading onNbe/ York Stock Exchange on January 22, 1999 urddesymbol LAD. Prior to that
time, the Class A Common Stock traded on the Nabtdipnal Market under the symbol LMTR. The qudntéigh and low sales prices of
the Class A Common Stock for the period from Japndan 997 through December 31, 1998 were as follows

1997 High Low
Quarter 1 $ 1313 $ 10.50
Quarter 2 12.38 9.50
Quarter 3 14.25 10.50
Quarter 4 19.00 13.63
1998

Quarter 1 $ 1725 $ 12.00
Quarter 2 17.00 13.13
Quarter 3 18.25 10.38
Quarter 4 17.88 9.25

The number of shareholders of record and approeimamber of beneficial holders of Class A Commartisat March 16, 1999 was 1,675
and 1,300, respectively. All shares of Lithia'sssl8 Common Stock are held by Lithia Holding ComplbC. There were no cash divider
declared or paid subsequent to Lithia's initial [mubffering in December 1996. Lithia does not imieto declare or pay cash dividends. Lithia
intends to retain any earnings that it may redlizthe future to finance its acquisitions and ofiers. The payment of any future dividends
will be subject to the discretion of the Board dfdators and will depend upon Lithia's results péations, financial position and capital
requirements, general business conditions, restmigimposed by financing arrangements, if any, lagdl restrictions on the payment of
dividends. Lithia's agreements with Ford Creditcprde the payment of cash dividends without thermonsent of Ford Credit.
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ITEM 6. SELECTED FINANCIAL DATA

YEAR ENDED DECEMBER 31,

(in thousands, except per share amounts) 1994 (1) 1995 (1) 1996 (1) 1997 1998
CONSOLIDATED STATEMENT OF OPERATIONS DATA:

Revenues:

New vehicles $ 51,154 $ 53,277 $ 65,092 $161,294 $ 388,431

Used vehicles 42,381 44,061 58,611 113,099 220,544

Service, body and parts 9,972 10,961 13,197 29,828 72,216

Other revenues 5,916 5,897 5,944 15,574 33,549

Total revenues 109,423 114,196 142,844 319,795 714,740

Cost of sales 88,148 92,054 117,025 265,049 599,379
Gross profit 21,275 22,142 25,819 54,746 115,361
Selling, general and administrative 14,781 16,333 19,830 40,625 85,188
Depreciation and amortization 1,954 1,907 1,756 2,483 3,469
Income from operations 4,540 3,902 4,233 11,638 26,704
Floorplan interest expense (535) (957) (697) (2,179) (7,108)
Other interest expense (419) (433) (656) (824) (2,735)
Other income, net 1,001 1,215 1,349 862 921
Income before minority interest

and income taxes 4,587 3,727 4,229 9,497 17,782
Minority interest (458) (778) (687) - -
Income before income taxes (1) $ 4,129 $ 2,949 3,542 9,497 17,782
Income tax (expense) benefit 813 (3,538) (6,993)
Net income $ 4,355 $ 5,959 $ 10,789

PRO FORMA CONSOLIDATED STATEMENT OF
OPERATIONS DATA:
Income before taxes and minority interest,

as reported $ 4,587 $ 3,727 $ 4,229

Pro forma provision for taxes (2) (1,743) (1,430) (1,623)

Pro forma net income $ 2,844 2,297 $ 2,606
Basic net income per share (3) $ 0.17 $ 0.50 $ 0.56 $ 0.85 $ 1.18
Diluted net income per share (3) $ 0.16 $ 047 $ 0.52 $ 0.82 $ 114

AS OF DECEMBER 31,

(in thousands) 1994 (1) 1995 (1) 1996 (1) 1997 1998
CONSOLIDATED BALANCE SHEET DATA:
Working capital $ 9,325 $ 10,626 $ 25431 $ 23,870 $ 53,553
Total assets 41,981 44,117 68,964 166,526 294,398
Short-term debt 23,511 22,300 22,000 85,385 132,310
Long-term debt, less current maturities 6,748 10,743 6,160 26,558 41,420
Total shareholders' equity 6,094 3,716 27,914 37,877 91,511

(1) Effective January 1, 1997, the Company condgditem the LIFO method of accounting for inventsrie the FIFO method. Accordingly,
the 1994, 1995 and 1996 data has been restatefldctithis change. See Note 1 of Notes to Conatitl Financial Statements.

(2) The Company was an S Corporation and accorglingk not subject to federal and state income tdueag the periods indicated. Pro
forma net income reflects federal and state inctares as if the Company had been a C Corporatasedon the effective tax rates that
would have been in effect during these periods."Seenpany Restructuring and Prior S CorporationiuStsand Notes 1 and 8 to the
Company's Consolidated Financial Statements.

(3) The per share amounts are pro forma for 19995 hnd 1996 and actual for 1997 and 1998.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

GENERAL

In 1998, Lithia generated record revenues, netmegEBITDA and unit sales of new and used vehiatefollows (dollars in thousands):

1997
Revenues $319,795 $7
EBITDA $14,983 $
Net income $5,959 $
Unit sales:
New 7,493
Retail used 7,148

1998 % INCREASE
14,740 123%
31,094 108%
10,789 81%
17,708 136%
13,645 91%

The following table shows selected condensed fiiwdata expressed as a percentage of total resdouthe periods indicated for the

average automotive dealer in the United States.

YEAR E
AVERAGE U.S. DEALERSHIP
STATEMENT OF OPERATIONS DATA:

Revenues:
New vehicles 57.7 %
Used vehicles 30.4
Parts and service, other 11.9

100.0 %

Gross profit 12.9

Total dealership expense 11.3

Income before taxes 1.5%

Source: NADA INDUSTRY ANALYSIS DIVISION

NDED DECEMBER 31,

100.0 %
12.7
11.4
1.4%

The following table sets forth selected condengsahtial data for Lithia expressed as a percent@gmtal revenues for the periods indicated

below.
LITHIA MOTORS, INC. YEAR
1996 (1)
Revenues:
New vehicles 45.6%
Used vehicles 41.0%
Service, body and parts 9.2%
Other revenues 4.2%
Total revenues 100.0%
Gross profit 18.1%
Selling, general and 13.9%
administrative
Income from operations 3.0%

ENDED DECEMBER 31,

1997 1998
50.4% 54.3%
35.4% 30.9%
9.3% 10.1%
4.9% 4.7%
100.0% 100.0%
17.1% 16.1%
12.7% 11.9%
3.6% 3.7%

Effective January 1, 1997, the Company convertechfthe LIFO method of accounting for inventorieshte FIFO method. Accordingly, the
1994, 1995 and 1996 data has been restated totréifle change. See Note 1 of Notes to Consolidateancial Statements.
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1998 COMPARED TO 1997

REVENUES. Revenues increased $394.9 million, 02428 $714.7 million for the year ended Decemberl®B8 from $319.8 million in
1997. Total vehicles sold during 1998 increase@h54, or 108%, to 40,885 from 19,631 during 1¥5Mme store sales growth was 14.7%
in 1998 compared to industry growth for new velsai¢ 2.9% for 1998. During 1998, the Company'd gkiintegrating dealerships resultec
22% sales growth and 44% pre tax income growtheafitst ten stores that were purchased sinced'#litial public offering.

NEW VEHICLES. In 1998 new vehicle sales of $388#liom constituted 54.3% of total revenues compai@$161.3 million, or 50.4% ¢
new vehicle sales, in 1997. The increase is prignarresult of acquisitions, strong internal growtid a 1.9% increase in the average selling
price of new vehicles during 1998 to $21,935 fra2d $26 in 1997.

RETAIL USED VEHICLES. In 1998 and 1997, the Compaajd 13,645 and 7,148 retail used vehicles, rasdg, generating revenues of
$174.2 million and $88.6 million, respectively. dseshicle revenue constituted 24.4% and 27.7%taf tevenue in 1998 and 1997,
respectively. Average selling prices for retaildisehicles increased 3.0% to $12,768 in 1998 fra@ 391 in 1997.

SERVICE, BODY AND PARTS. Lithia derives additionavenue from the sale of parts and accessoriestemaince and repair services and
collision repair work. Revenues from these typeseasfices increased 142% in 1998 to $72.2 milllemf$29.8 million in 1997. This
increase is primarily the result of internal growatid dealership acquisitions.

OTHER REVENUES. Other revenues consist primaril§irdincing and insurance ("F&I") transactions. Qttevenues increased 115% to
$33.5 million during 1998, from $15.6 million dugri997, due primarily to internal growth and destigp acquisitions that increased total
sales.

GROSS PROFIT. Gross profit increased 111% durirfi816 $115.4 million, compared with $54.7 millicor 1997, primarily because of the
increase in new and used vehicle unit sales dahiegeriod. The overall gross profit margin achiewas 16.1% for 1998 compared to 17.
for 1997. The decrease in gross profit margin wasarily a result of the acquisition of several ndealerships during 1997 and 1998, which
were generating gross margins lower than thosetbfa's pre-existing stores. Lithia's overall grosargin percentage increased throughout
1998 as it integrated its new dealerships intexisting operations. The overall gross margin mftiurth quarter of 1998 was 16.9%. Lithia's
gross profit margin continues to exceed the aveth§e dealership gross profit margin of 12.7% fa full year of 1997.

The gross profit margin achieved on new vehiclesduring 1998 and 1997 was 10.1% and 11.4%, réagpkyc This compares favorably
with the average gross profit margin of 6.4% resaliby franchised automobile dealers in the UnitiadieS on sales of new vehicles in 1997.
Excluding wholesale transactions, the gross pmoéitgin on used vehicle sales was 11.0% in 1998 amtdo in 1997, as compared to the
industry average for 1997 of 10.9%.

15



Sales of used vehicles to other dealers and toeshtdrs are frequently at, or close to, cost.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSE. Sellig, general and administrative ("SG&A") expenseaased $44.6 milliol
or 110%, to $85.2 million for 1998 compared to $illion for 1997. SG&A as a percentage of tomlenues decreased to 11.9% for 1998
from 12.7% for 1997. The increase in SG&A was dumarily to increased selling, or variable, expersated to the increase in sales anc
number of total locations. The decrease in SG&A psrcent of total revenues is a result of econswiiescale gained as the fixed expenses
are spread over a larger revenue base and fronortes of scale as Lithia consolidates multipleestdn a single market.

DEPRECIATION AND AMORTIZATION. Depreciation and amt@ation expense increased $1.0 million or 40%3c million for the year
ended December 31, 1998 compared to $2.5 milliod987 primarily as a result of increased propartgl equipment and goodwill related to
acquisitions in late 1997 and 1998. Depreciaticth @mortization was 0.5% of total revenues in 199®gared to 0.8% in 1997.

INCOME FROM OPERATIONS. Income from operations g&sed to $26.7 million (3.7% of total revenues)tifieryear ended December
1998 compared to $11.6 million (3.6% of total rewes) in 1997. In addition to gaining efficiencietated to economies of scale, Lithia has
seen improvements in the operating margins atstbe it has acquired and operated for a full ye@nging them more in line with its pre-
existing stores. Income from operations was 4.4%tafl revenues in the fourth quarter of 1998.

INTEREST EXPENSE. Interest expense increased $6l®mor 228% to $9.8 million for the year ende@@@mber 31, 1998 compared to
$3.0 million for 1997, primarily as a result of reased floorplan notes payable related to incregs@thtories as a result of the increase in
stores owned and vehicles sold.

INCOME TAX EXPENSE. Lithia's effective tax rate f&998 was 39.3% compared to 37.3% for 1997. Lele#fective tax rate may be
affected by the purchase of new dealerships isdictions with tax rates either higher or lowentliae current effective rate.

NET INCOME. Net income rose 81% to $10.8 million5@ of total revenues) for the year ended Decer@bet 998 compared to $€
million (1.9% of total revenues) for 1997, as aufesf the individual line item changes discussbdwe.

1997 COMPARED TO 1996

REVENUES. Revenues increased $177.0 million, or4%3o $319.8 million for the year ended Decemtier1®97 from $142.8 million in
1996. Total vehicles sold during 1997 increase®B8%3, or 100.8%, to 19,631 from 9,778 during 19%alerships acquired in late 1996 and
1997 accounted for 9,836 of the total vehicles #olt997. Same dealership sales growth was 4.8%tala 3.1% increase in vehicle sales,
and a 20.7% increase in other operating sales.

NEW VEHICLES. In 1997 and 1996, Lithia sold 7,4981&8,274 new vehicles, generating revenues of 81&illion and $65.1 million
which constituted 50.4% and 45.6% of total revenuespectively.
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RETAIL USED VEHICLES. In 1997 and 1996, Lithia sdidl48 and 4,156 retail used vehicles, respectigeperating revenues of $88.6
million and $48.7 million, which constituted 27.78bd 34.1% of total revenue, respectively. Averagkng prices for retail used vehicles
increased 5.8% to $12,391 in 1997 from $11,71R861

SERVICE, BODY AND PARTS. Lithia derives additionavenue from the sale of parts and accessoriestemaince and repair services and
collision repair work. Revenues from these typeseastices increased 126% in 1997 to $29.8 millremf$13.2 million in 1996, primarily as
a result of the increased number of dealershiptilots

OTHER REVENUES. Other revenues consist primarilfidincing and insurance ("F&I") transactions. Qttevenues increased 162% to
$15.6 million during 1997, from $5.9 million durii®96, due primarily to dealership acquisitiong thareased total sales.

GROSS PROFIT. Gross profit increased 112% duririy 6 $54.7 million, compared with $25.8 milliorr fb996, primarily because of the
increase in new and used vehicle unit sales dihi@egeriod. Total gross profit margin decreasetitd % for 1997 from 18.1% for 1996. The
decrease in gross profit margins was primarilysalteof the acquisition of several new dealerskiipsng 1997 which were generating gross
margins lower than those of Lithia's existing store

The gross profit margin on new vehicle sales duti®§7 and 1996 was 11.4% and 13.1%, respectivéig. dompares favorably with the
average gross profit margin of 6.5% realized bypdhased automobile dealers in the United Statesates of new vehicles in 1996. Excluding
wholesale transactions, Lithia's gross profit maugi used vehicle sales was 11.4% in 1997 and 1t &%96, compared to the industry
average for 1996 of 11.0%.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSE. Lithi&s selling, general and administrative ("SG&A") erpe increased $20.8
million, or 104.9%, to $40.6 million for 1997 conrpd to $19.8 million for 1996. SG&A as a percentafeales decreased to 12.7% for 1997
from 13.9% for 1996. The increase in SG&A was dumarily to increased selling, or variable, expersated to the increase in sales
resulting from the acquisition of additional dealdps, and increased costs associated with bgdplec company. The decrease in SG&A as
a percent of total sales is a result of economiissale gained as the fixed expenses are spreaddayer revenue base.

DEPRECIATION AND AMORTIZATION. Depreciation and amtzation expense increased $0.7 million, or 41842.5 million for the
year ended December 31, 1997 compared to $1.8&mflir 1996 primarily as a result of increased propand equipment and goodw
related to acquisitions in 1997. Depreciation amedization was 0.8% of sales in 1997 compared2é6lin 1996.

INTEREST EXPENSE. Interest expense increased $iliémor 122.0% to $3.0 million for the year endBécember 31, 1997 compared to
$1.4 million for 1996, primarily as a result of leased debt in 1997 related to acquisitions, paffset by increased cash balances for a
majority of the year related to Lithia's initial lgic offering.
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INCOME TAX EXPENSE. Prior to December 18, 1996 hidt and its affiliated entities were treated asdBpBrations or as partnerships
under the Internal Revenue Code for federal inctargurposes since their inception and, as a rdsae not been subject to federal or
certain state income taxes. Immediately beforectimepletion of its initial public offering on Decembl8, 1996, and in connection with its
restructuring, Lithia and its affiliated entitidsat were S Corporations terminated their status @srporations and became subject to federal
and state income tax at applicable C Corporatitesra

Lithia's effective tax rate for 1997 was 37.3% camngal to 38.4% (on a pro forma basis) for 1996.iaitheffective tax rate may be affected by
the purchase of new dealerships in jurisdictiorth téx rates either higher or lower than the cureéfective rate.

NET INCOME. Net income rose 128.7% to $6.0 millidn9% of total sales) for the year ended Decemled 397 compared to $2.6 millic
(1.8% of total sales), on a pro forma basis, f@6%s a result of the individual line item chandssussed above.

LIQUIDITY AND CAPITAL RESOURCES

Lithia's principal needs for capital resourcestarBnance acquisitions and capital expendituresfanworking capital. Lithia has relied
primarily upon internally generated cash flows froperations, borrowings under its credit faciliteesl the proceeds from public equity
offerings to finance its operations and expandiomay 1998, Lithia closed an offering of 3.15 nat newly issued shares of its Class A
Common Stock for net proceeds of $42.5 million. Pheceeds were used to pay down Lithia's linegedit until needed for future
acquisitions.

Ford Credit, Toyota Motor Credit Corporation, CHeys=inancial Corporation and General Motors Aceepe Corporation have agreed to
floor all of Lithia's new vehicles for their respiwe brands with Ford serving as the primary lerfdeall other brands. There are no formal
limits to these commitments for new vehicle wholegmancing.

Ford Credit has also extended a $60 million revine of credit for used vehicles and a $75 wrillacquisition line of credit to purchase
dealerships of any brand. These commitments haexgination date of November 23, 2000 with inteckgt monthly. Lithia has the right to
elect to extend the term on these lines of crediah additional two years at November 23, 199thidialso has the option to convert the
acquisition line into a five-year term loan on Noueer 23, 1999 or November 23, 2000. In additiorg.lBank N.A. has extended a $10
million revolving line of credit for leased vehisle

The lines with Ford Credit are cross-collateraliaed are secured by inventory, accounts receivatibngible assets and equipment. The
other new vehicle lines are secured by new velmelentory of the relevant dealerships.

The Ford Credit lines of credit contain financialenants requiring Lithia to maintain compliancéhyamong other things, specified ratio:
(i) total debt to tangible base capital; (ii) totaljusted debt to tangible base capital; (iii) eotratio; (iv) fixed charge coverage; and (v) net
cash. lithia is currently in compliance with allkcbufinancial
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covenants. The Ford Credit lines of credit agredgmalso preclude the payment of cash dividendsowttthe prior consent of Ford Credit.

Interest rates on all of the above facilities rahffem 6.5% to 8.0% at december 31, 1998. Amouatstanding on the lines at december 31,
1998 were as follows (in thousands):

Acquisition Line $ -
Used Vehicle Line 5,00 0
New and Program Vehicle Lines 124,16 7
Leased Vehicle Line 4,00 0

$ 133,16 7

Since December 1996 when Lithia completed itsahfiublic offering, it has acquired 23 dealershifise aggregate net investment was
approximately $74.2 million (excluding borrowings its credit lines to finance acquired vehicle imegies and equipment and the purchase
of any real estate).

Lithia anticipates that it will be able to satisfy cash requirements at least through Decembetr@9, including its currently anticipated
growth, primarily with cash flow from operationgrowings under available credit facilities andlcaarrently available.

SEASONALITY AND QUARTERLY FLUCTUATIONS

Historically, Lithia's sales have been lower in fingt and fourth quarters of each year largely ttueonsumer purchasing patterns during the
holiday season, inclement weather and the redugetber of business days during the holiday seassm #esult, financial performance may
be lower during the first and fourth quarters thanng the other quarters of each fiscal year. Manaent believes that interest rates, leve
consumer debt, consumer buying patterns and corfileas well as general economic conditions, asdribute to fluctuations in sales and
operating results. The timing of acquisitions mayse substantial fluctuations of operating redudt® quarter to quarter.

YEAR 2000

GENERAL. Lithia has identified three major areasohcern:

(i) The functionality of its internal systems aing tCompany's ability to run its daily businessrafeuary 1, 2000;
(i) The visual representation of "2000;" and

(iii) Third party systems.

Lithia expects to be Year 2000 compliant by July999. Lithia is utilizing the NADA dealer guide &ssist in resolving its Year 2000 issues
and problems.

INTERNAL SYSTEMS. Lithia is in the process of anzlyg and updating its internal systems, includisglealer management systems,
dealer communication systems, personal computéeregs shared port systems and phone systems. Edlimates that it is 90 percent
complete with implementing various manufacturerrapl@s to its systems in order to make them Yea® 20énpliant. We estimate that our
internal systems we will be fully Year 2000 comptidy July 1, 1999.
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Like all businesses, Lithia is at risk from extdnmdrastructure failures that could arise from Y@800 failures. It is not clear that electrical
power, telephone and computer networks, for examyilebe fully functional across the nation in thiear 2000. Investigation and assessment
of infrastructures, like the nation's power griglbeyond the scope and resources of Lithia. Investoould use their own awareness of the
issues in the nation's infrastructure to make amgeifrastructure risk assessments and their patémtpact to a company's performance.

VISUAL REPRESENTATION. Lithia is currently workingn ensuring that all report date stamps, timekepgavices, etc. are Year 2000
compliant. We estimate that we are approximatelp&sent complete with this process.

THIRD PARTIES. Lithia has begun a Year 2000 supmiedit program. It has contacted all of its catisuppliers to inform them of its Year
2000 expectations, and requests have been madadbrvendor's compliance program and/or Year 266tptiance assurance. In regard to
the automobile manufacturers, Lithia has receiveattem or other confirmation that they are Year @@dmpliant, except for Subaru. Subaru
has assured Lithia that they expect to be Year 20@pliant prior to January 1, 2000.

It should be noted that there have been predictbfailures of key components in the transportatitfrastructure due to the Year 2000
problem. It is possible that there could be delaysil, over-the-road and air shipments due ttufaiin transportation control systems.
Investigation and validation of the world's trangption infrastructure is beyond the scope anddiseurces of Lithia. Investors should use
their own awareness of the issues in the trangpmntanfrastructure to make ongoing infrastructtisk assessments and their potential impact
to a company's performance.

ACQUISITIONS. Acquisitions in 1999 will be subjett strict due diligence for Year 2000 compliance.

COST. Lithia expects to incur costs totaling apprately $1,054,000 to ensure Year 2000 compliaapproximately $810,000 of which has
already been incurred since the end of 1997. A ritgjof the $1,054,000 represents replacement afeampliant systems, and therefore will
be capitalized and amortized over a three to fearyperiod. This estimate could change dependingadances not anticipated in the initial
bids.

RISK. The failure to correct a material Year 2000kp)em could result in an interruption in, or ddeé of, certain normal business activitie:
operations. Such failures could materially and asig affect Lithia's results of operations, ligtycand financial condition. Due to the
general uncertainty inherent in the Year 2000 mwhlresulting in part from the uncertainty of theay 2000 readiness of third-party
suppliers, Lithia is unable to determine, at thiset whether the consequences of Year 2000 failiébave a material impact on the its
results of operations, liquidity or financial cotidn. Lithia's efforts to help ensure Year 2000par@dness have, and will continue to,
significantly reduce its level of uncertainty abtiuwe Year 2000 problem. We believe that, with catiph of the above mentioned plans, the
possibility of significant interruptions of normaperations should be reduced.

Lithia is currently developing contingency plang@gard to its internal systems and supplier issasvell as for the more global
infrastructure issues.

20



RECENT ACCOUNTING PRONOUNCEMENTS

In June 1998, the FASB issued Statement of FinbAcieounting Standards No. 133, "Accounting for Dative Instruments and Hedging
Activities (SFAS 133). SFAS 133 establishes acdogrdnd reporting standards for all derivative imstents. SFAS 133 is effective for fisi
years beginning after June 15, 1999. Lithia dog¢$awve any derivative instruments and, accordintg,adoption of SFAS 133 will have
impact on its financial position or results of opt#ons.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

No disclosure is required under this ite

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY FINA NCIAL DATA

The financial statements and notes thereto reqbiyatiis item begin on page F-1 as listed in ItehoflPart IV of this document.

Quarterly financial data for each of the eight d¢eia in the two-year period ended December 31, 1988 follows:

IN THOUSANDS, EXCEPT PER SHARE DATA 1STQUARTE R 2ND QUARTER 3RD QUARTER 4TH QUARTE R
1997

Total revenues $ 54,704 $ 66,422 $ 85,573 $ 113,096
Gross profit (1) 9,255 11,043 14,568 19,880
Income before income taxes 1,864 2,227 2,573 2,833
Income taxes 720 859 994 965

Net income 1,144 1,368 1,579 1,868
Basic net income per share 0.17 0.20 0.23 0.27
Diluted net income per share 0.16 0.19 0.22 0.25

1998

Total Revenues $ 146,198 $ 173,541 $ 195,914 $ 199,087
Gross profit (1) 22,946 27,098 31,752 33,565
Income before income taxes 2,466 3,629 5,965 5,722
Income taxes 947 1,407 2,307 2,333

Net income 1,519 2,222 3,658 3,390
Basic net income per share 0.22 0.24 0.36 0.33
Diluted net income per share 0.21 0.24 0.35 0.32

(1) Restated to conform with current presentation.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

Information required by this item is included unttez captions ELECTION OF DIRECTORS, EXECUTIVE OEERS and SECTION 16
(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE, resgtively, in the Company's Proxy Statement fol89 Annual Meetin
of Shareholders and is incorporated herein by eefer.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is includetter the caption EXECUTIVE COMPENSATION in the Caang's Proxy Statement for
1999 Annual Meeting of Shareholders and is incatsat herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by this item is includetter the caption SECURITY OWNERSHIP OF CERTAIN BENEIAL OWNERS AND
MANAGEMENT in the Company's Proxy Statement fori899 Annual Meeting of Shareholders and is incafeal herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by this item is includewder the caption CERTAIN RELATIONSHIPS AND RELATEDRANSACTIONS in the
Company's Information Statement for its 1999 Anridakting of Shareholders and is incorporated hdygireference.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K

(a) FINANCIAL STATEMENTS AND SCHEDULES The Consoéited Financial Statements, together with the repereon of KPMG Peat
Marwick LLP, are included on the pages indicateld\we

Page
Report of Independent Public Accountants F-1
Consolidated Balance Sheets - December 31, 1998 and 1997 F-2
Consolidated Statements of Operations for the years ended
December 31, 1998,1997 and 1996 F-3
Consolidated Statements of Changes in Shareholders' Equity -
December 31, 1998, 1997 and 1996 F-4
Consolidated Statements of Cash Flows for the years ended
December 31, 1998, 1997 and 1996 F-5
Notes to Consolidated Financial Statements F-6

There are no schedules required to be filed helhewit

(b) REPORTS ON FORM 8-K The Company filed the faling reports on Form 8-K during the quarter endeddénber 31, 1998:

1. Form 8-K dated October 15, 1998 under Itemsd?7aras filed with the Securities and Exchange Cagsion on October 28, 1998.

2. Form 8-K dated November 2, 1998 under Itemsd?7aras filed with the Securities and Exchange Casion on November 12, 1998.
3. Form 8-K/A dated October 15, 1998 under lteran@ 7, as filed with the Securities and Exchange@ission on December 30, 1998.
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(c) EXHIBITS The following exhibits are filed herév and this list is intended to constitute theibktindex:

Exhibits

Description

21

2.2

2.3

24

2.5

2.6

2.7

2.8

2.9

2.10

211

212

2.13

2.14

3.1
3.2
10.1.1
10.1.2
10.1.3
10.1.4
10.1.5
10.2

10.3
10.4.1

10.4.2

(d) Agreement for Purchase and Sale o
between Magnussen Dodge, Inc. and
Inc. dated January 21, 1997

(c) Agreement for Purchase and Sale o
between Magnussen-Barbee Ford, Li
and Lithia Motors, Inc. dated Feb

(f) Agreement for Purchase and Sale o
between Sun Valley Ford, Inc. and
Inc. dated April 2, 1997

(f) Agreement for Purchase and Sale o
between Dick Donnelly Automotive
dba Dick Donnelly Lincoln-Mercury
Isuzu and Lithia Motors, Inc. dat

(f) Agreement for Purchase and Sale o
between Nissan BMW, Inc. dba Bake
Acura, BMW and Lithia Motors, Inc
1997

(i) Agreement for Purchase and Sale o
between Century Ford, Inc. and Li
dated September 1, 1997

(i) Agreement for Purchase and Sale o
between Daniel A. Haus Group, Inc
Nissan and Quality Jeep/Eagle Hyu
Motors, Inc. dated October 10, 19

(k) Agreement for Purchase and Sale o
between Medford Nissan, Inc. dba
Kia", Lithia Motors, Inc, or its
D. Plummer, dated September 8, 19

(k) Agreement for Purchase and Sale o
between United American Funding,
Volkswagen" and Lithia Motors, |
dated December 31, 1997.

(m) Agreement for Purchase and Sale o
Boyland Auto Group dba Boyland To
Lithia Motors, Inc.

(I) Agreement for Purchase and Sale o
Rodway Chevrolet Co. and Lithia M
March 19, 1998.

(I) Stock Purchase Agreement between
Hutchins Eugene Nissan, Inc. and
and Lithia Motors, Inc., dated Ju

(n) First, Second and Third Addenda t
by and between William N. Hutchin
Motors, Inc. and Hutchins Eugene
Motors, Inc., dated June 18, 1998

(o) Restated Stock Purchase Agreement
Camp, Jerry W. Camp, Jr., Julie A
Camp, Travis W. Camp, Carter B. C
Inc. and Lithia Motors, Inc., dat

(a) Restated Atrticles of Incorporatio
Inc.

(a) Bylaws of Lithia Motors, Inc.

(a) Specimen Common Stock certificate
(a) 1996 Stock Incentive Plan
(a) Form of Incentive Stock Option Ag
(a) Form of Non-Qualified Stock Optio
(a) Form of Incentive Stock Option Ag
(I) Amendment No. 1 to the Lithia Mot
Stock Incentive Plan

(b) 1997 Non-Discretionary Stock Opti
Non-Employee Directors

(k) Employee Stock Purchase Plan
(a) Chrysler Corporation Chrysler Sal
Agreement, dated January 10, 1994
Corporation and Lithia Chrysler P
Inc. (Additional Terms and Provis
and Service Agreements are in Exh
1)

(a) Chrysler Corporation Dealer Agree
Terms and Provisions
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Exhibits

Description

10.5.1

10.5.2

10.5.3

10.5.4

10.5.5

10.6.1

10.6.2

10.6.3

10.7.1

10.7.2

10.7.3

10.8

10.9

10.10.1

10.10.2

10.11.1

10.11.2

10.11.3

10.11.4

10.12.1

10.12.2

10.13

10.14

10.15.1

10.15.2

(k) Honda Automobile Dealer Sales and
dated October 14, 1997, between A
Company, Inc. and Lithia HPI, Inc
(standard provisions are in Exhib

(k) Acura Automobile Dealer Sales and
dated October 2, 1997, between Am
Company, Inc. and Lithia BB, Inc.

of Bakersfield (standard provisio

10.5.3 hereto).

(k) American Honda Automobile Dealer
Agreement Standard Provisions.

(k) Agreement between American Honda
and Lithia Motors, Inc. et al. da

1996.

(k) Amendment dated October 2, 1997,
between American Honda Motor Comp
Lithia Motors, Inc. et al. dated

(a) Isuzu Dealer Sales and Service Ag
5, 1996 between American Isuzu Mo
Lithia Motors, Inc. (Additional P

Sales and Service Agreements are
hereto) (2) *

(a) Isuzu Dealer Sales and Service Ag
Provisions

(c) Supplemental Agreement, dated Dec
Isuzu Dealer Sales and Service Ag

(k) Mercury Sales and Service Agreeme
1997, between Ford Motor Company
dba Lithia Lincoln Mercury (gener
in Exhibit 10.7.3 hereto) (4)

(k) Supplemental Terms and Conditions
Ford Motor Company and Lithia Mot
June 12, 1997.

(a) Mercury Sales and Service Agreeme
Provisions

(a) General Motors Dealer Sales and S
Standard Provisions

(a) Mazda Dealer Agreement, dated Apr
Mazda Motor of America, Inc. and
L.L.C. dba Lithia Mazda

(k) Saturn Distribution Corporation R
dated June 16, 1997, between Satu
Corporation and Saturn of Southwe

(k) Supplemental Agreement to Saturn
dated August 26, 1997, between Sa
Oregon, Inc., Lithia Motors, Inc.
Lithia Holding, LLC, and Saturn D
Corporation.

(a) Toyota Dealer Agreement, dated Ja
between Toyota Motor Distributors
Motors, Inc. dba Medford Toyota

(a) Toyota Dealer Agreement Standard
(a) Agreement, dated September 30, 19
Motor Sales, U.S.A., Inc. and Lit

(c) Addendum dated December 26, 1996,
additional provisions to Toyota D

dated November 15, 1996 between T
USA, Inc. and Lithia TKV, Inc.

(k) Suzuki Term Dealer Sales and Serv
dated May 14, 1997, between Ameri
Corporation and Lithia HPI, Inc.
(standard provisions are in Exhib
(6)

(k) Suzuki Dealer Sales and Service A
Provisions.

(k) BMW Dealer Agreement, dated Octob
BMW of North America, Inc. and Li

(k) Hyundai Motor America Dealer Sale
Agreement, dated January 26, 1998
Motor America and Lithia JEF, Inc

(k) Nissan Dealer Term Sales and Serv
between Lithia Motors, Inc., Lith

the Nissan Division of Nissan Mot
USA dated January 2, 1998. (stand
in Exhibit 10.15.2 hereto) (7)

(k) Nissan Standard Provisions
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Exhibits

Description

10.16.1

10.16.2

10.17.1

10.17.2

10.18

10.19

10.20

10.21.1

10.21.2

10.21.3

10.21.4

10.22.1

10.22.2

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

(k) Volkswagen Dealer Agreement dated
between Volkswagen United States,
Motors, Inc. dba Lithia Volkswage
provisions are in Exhibit 10.16.2

(k) Volkswagen Dealer Agreement Stand
(a) Commercial Lease, dated September
Lithia Properties, L.L.C. and Lit
(a) Form of Commercial Lease, effecti
between Lithia Properties, L.L.C.

Inc. (9)

(a) Commercial Lease, dated April 1,

J. Wilson et al and Wilson/Malaso
to facility in Vacaville, Califor

(d) Lease between Solano Way Partners
Estate, Inc. dated February 14, 1

(e) Lease between John Ferrogiaro and
Magnussen et al., as amended by S
Lease, dated December 12, 1996, a
Assignment and Third Amendment to
among John Ferrogiaro, Magnussen
and Lithia Real Estate, Inc.

(g) Promissory Note for Leasehold Imp
Lithia Motors, Inc. to Sun Valley
August 8, 1997.

(g) Promissory Note for Intangible As
Lithia Motors, Inc. to Sun Valley
August 8, 1997.

(h) Standard Industrial Lease, as ame
thereof, among Edmund C. Bartlett
Bartlett, Sun Valley Ford, Inc. a
Inc. dated July 16, 1997
(h) Lease Agreement and assignment th
Valente and Lena E. Valente as tr
George and Lena E. Valente Trust,

Inc. and Lithia Motors, Inc. date

(k) Lease Agreement among Paul H. Sni
Donnelly Automotive Enterprises,

17, 1989

(k) Lease Agreement among Richard M.
K. Donnelly and Lithia Real Estat
October 1, 1997

(k) Real Property Lease Agreement amo
and Lithia Real Estate, Inc. date

(k) Lease Agreement among BR Enterpri
Motors, Inc. dated September 3, 1

(k) Real Property Lease Agreement amo
and Lithia Real Estate, Inc. date

(k) Lease Agreement among Teddy Bear
and United American Funding, Inc.

(a) Management Contract between Lithi
Lithia Properties LLC.

(a) Purchase and Sale Agreement, date
1996, between Lithia Properties a
Estate, Inc.

$75,000,000 Credit Agreement date
between Ford Motor Credit Company
Inc.

$60,000,000 Credit Agreement date
between Ford Motor Credit Company
Inc.

Chevrolet Dealer Sales and Servic
October 13, 1998 between General
Chevrolet Motor Division and Camp

Subaru Dealership Agreement dated
by and between Subaru of America,
Region and Camp Automotive, Inc.

Subsidiaries of Lithia Motors, In
Consent of KPMG Peat Marwick LLP
Financial Data Schedule

Risk Factors
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(@) Incorporated by reference from the Companygistation Statement on Form S-1, Registrationedtant No. 333-14031, as declared
effective by the Securities Exchange Commissioeoember 18, 1996.

(b) Incorporated by reference from the Companygifteation Statement on Form S-8, Registrationedtant No. 333-45553, as filed with
the Securities Exchange Commission on Februarf9g.1

(c) Incorporated by reference from the Company'suah Report on Form 10-K for the year ended DecerBibe1996, as filed with the
Securities Exchange Commission on March 31, 1997.

(d) Incorporated by reference from the Companytsn=®-K as filed with the Securities Exchange Consiois on June 6, 1997.

(e) Incorporated by reference from the CompanytsnR® K as filed with the Securities Exchange Consiois on July 16, 1997.

(f) Incorporated by reference from the Company'si@aily Report on Form 10-Q for the quarter endewe 330, 1997, as filed with the
Securities Exchange Commission on August 12, 1997.

(9) Incorporated by reference from the Companyten®-K as filed with the Securities Exchange Consiois on August 21, 1997.

(h) Incorporated by reference from the CompanylsnF®-K/A as filed with the Securities Exchange Caission on October 14, 1997.

() Incorporated by reference from the Company's18-K as filed with the Securities Exchange Consiois on December 30, 1997.

(j) Incorporated by reference from the Companys#8-K as filed with the Securities Exchange Consiois on January 30, 1998.

(k) Incorporated by reference from the CompanyisiFd0-K for the year ended December 31, 1997 ed filith the Securities and Exchange
Commission on March 31, 1998.

() Incorporated by reference from the Company's1d0-Q for the quarter ended June 30, 1998 a fii¢h the Securities and Exchange
Commission on August 13, 1998.

(m) Incorporated by reference from the Companygiftation Statement No. 333-47525 on Form S-1ctistay 1, 1998.

(n) Incorporated by reference from the Companytsn=b0-Q for the quarter ended September 30, 19%i8dswith the Securities and
Exchange Commission on November 12, 1998.

(0) Incorporated by reference from the CompanyisniR8-K dated October 15, 1998 as filed with theuBiéies and Exchange Commission on
October 28, 1998.

(1) Substantially identical agreements exist betw@hrysler Corporation and Lithia Chrysler Plymoudéep Eagle, Inc., with respect to Jeep,
Eagle, and Plymouth sales and service; betweenst@&hr@orporation and Lithia's Grants Pass Auto Maith respect to Jeep, Eagle, Dodge
and Plymouth sales and service; between ChryslgyaCation and Medford Dodge with respect to Dodglesand service; and between
Chrysler Corporation and Lithia DC, Inc., with respto Dodge sales and service.

(2) A substantially identical agreement exists lastwwAmerican Isuzu Motors, Inc and Lithia SALMIR¢! with respect to Isuzu sales and
service.

(3) Substantially identical agreements exist betwimerican Isuzu Motors, Inc., Lithia Motors, Ireamd Lithia DC, Inc. and between
American Isuzu Motors, Inc., Lithia Motors, Inc.chhithia SALMIR, Inc.

(4) A substantially identical agreement exists lBswthe same parties with respect to Lincoln SalesServices; between Ford Motor
Company and Lithia FN, Inc. with respect to Lincaimd Mercury sales and service; and between FotdM@ompany and Lithia FVHC wi
respect to Ford sales and service.

(5) A substantially identical agreement exists lestw Toyota Motor Sales, USA, Inc. and Lithia TKx¢.dba Lithia Toyota Vacaville dated
November 15, 1996 with respect to Toyota SalesSerdice.

(6) A substantially identical agreement exists lestvAmerican Suzuki Motor Corporation and LithialB3AR, Inc., dated October 6, 1997,
with respect to Suzuki sales and service.

(7) A substantially identical agreement exists lesta/Nissan Motor Corporation and Lithia NB, In@atetl October 2, 1997, with respect to
Nissan sales and servi
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(8) Substantially identical leases of the same dzgigt between Lithia Properties L.L.C. and (i)higt TLM, L.L.C. and Lithia MTLM, Inc.,
relating to the properties located in Medford, @megt 360 E. Jackson St., 400 N. Central Ave.,B2Fackson St., 343-345 Apple St., 440-
448 Front St., 3rd & Front St. and 344 Bartletl]eztively at a lease rate of $42,828 per monihL{thia Motors, Inc. dba Lithia Body and
Paint, relating to the properties in Medford, Onegocated at 4th & Bartlett, 235 Bartlett, 220Bartlett, and 275 E. 5th; and in Grants Pass,
Oregon, at 1470 N.E. 7th, collectively at a leage of $16,890 per month; (iii) Discount Auto andidk Rental, Inc., relating to properties
located in Medford, Oregon, at 326 N. Bartlett, 321 Apple St., and in Grants Pass, Oregon, @0I.E. 7th, collectively at a lease rate
of $2,609 per month;

(iv) Lithia Dodge, L.L.C. and Lithia DM, Inc., rdiag to properties located in Medford, Oregon, 22 E. 4th,

315 & 324 E. 5th St., 225, 319 & 323 E. 6th, Rivges& 4th, Riverside & 6th, and 129 N. Riversidellectively at a lease rate of $53,490
month;

(v) Lithia Grants Pass Auto Center and L.L.C., LGRAnc., relating to the property located in GraPéss, Oregon, at 1421 N.E. 6th at a
lease rate of $25,625 per month; (vi) Lithia Motdre. and Lithia SSO, Inc., relating to propertiesated in Medford, Oregon, at 400, 705-
717 N. Riverside Ave., 712 and 716 Pine St., arRiM@ple St., collectively at a lease rate of $28,0dr month; (vii) Lithia Motors, Inc. dba
Thrift Auto Supply, relating to the properties loea in Medford, Oregon, at 801 N. Riverside Aved 803 Maple St., collectively at a lease
rate of $6,265 per month; and (viii) Lithia Motots¢. and Lithia HPI, Inc., relating to propertiesated in Medford, Oregon, at 700 and 800
N. Central Ave, 217 and 220 N. Beatty St., 710 &h8-817 Niantic St., and 311 & 313 Maple St., colleely at a lease rate of $30,350 per
month.

(9) Substantially identical lease will exist betwdsathia Properties L.L.C. and (i) Lithia MTLM, Increlating to the properties located in
Medford, Oregon at 360 E. Jackson St., 400 N. @eAtve., 325 E. Jackson St., 343-345 Apple St.;448 Front St., 3rd & Front St. and &
Bartlett, 315 & 321 Apple St., and 401 E. 4th 8ollectively at a lease rate of $33,728 per mofitht.ithia Auto Services, Inc. dba Lithia
Body and Paint, relating to the properties in Medf®regon, located at 401 E. 4th St., 4th & B#rt35 Bartlett, 220 N. Bartlett, and 275
5th; and in Grants Pass, Oregon, at 1470 N.E arith 801 N. Riverside Ave, collectively at a leaste of $17,439 per month; (iii) Lithia
Rentals, Inc., dba Discount Auto and Truck Remtditing to properties located in Medford, Oregat971 Gilman Rd., and in Grants Pass,
Oregon, at 1470 N.E. 7th, collectively at a leage of $962 per month; (iv) Lithia Dodge, L.L.C danithia DM, Inc., relating to properties
located in Medford, Oregon, at 322 E. 4th, 315 & B 5th St., 225, 319 & 323 E. 6th, Riverside &,&Riverside & 6th, and 129 N.
Riverside, collectively at a lease rate of $53,480month; (v) LGPAC, Inc., relating to the progddcated in Grants Pass, Oregon, at 1421
N.E. 6th and 1470 N.E. 7th, collectively at a leeste of $18,023 per mont

(vi) Lithia SSO, Inc., relating to properties loedtin Medford, Oregon, at 400, 705-717 N. Riverg\@e., collectively at a lease rate of
$16,364 per month;

(vii) Lithia DM, Inc., relating to properties loead in Medford, Oregon, at 324 E. 5th, 319 & 32%#.St., 6th & Riverside, 129 N. Riverside,
4th & Riverside, 225 E. 6th, 315 E. 5th, 322 E, 201 N. Riverside, 309, 315, 333, and 329 N. Riider, 334 & 346 Apple St. and 401 E.
4th, collectively at a lease rate of $30,557 pentinpand (viii) Lithia Motors, Inc., relating to gperties located in Medford, Oregon, at 36!
Jackson, 325 E. Jackson, 345 B. Bartlett, and 4@RHESt., collectively at a lease rate of $5,38Bmonth. Substantially identical lease
agreements also exist between Lithia Real Estate and (i) Lithia FVHC, Inc. relating to the prapes in Concord, California, located at
1260 Diamond Way and 2285 Diamond Way; (ii) LitBi&, Inc., relating to the property in Bakersfiet€hlifornia, located at 3201 Cattle
Drive; (iii) Lithia DE, Inc., relating to propertsein Eugene, Oregon, located at 2121 CentennialeBard and 80 Centennial Loop; (iv) Lithia
TKV, Inc. relating to the property in Vacaville, [@arnia, located at 100 Auto Center Drive; (v) i Auto Services, Inc. relating to the
property in Medford, Oregon, located at 2665 BWl&oad; (vi) Lithia FN, Inc. relating to the propem Napa, California, located at 300
Soscol Avenue; (vii) Lithia NB, Inc. relating toglproperties in Bakersfield, California, located®401 and 3201 Cattle Drive and 2800 and
2808 Pacheco Road; (viii) Lithia MMF, Inc. relatitmthe properties in Fresno, California, located%b and 165 East Auto Center Drive;
Lithia FMF, Inc. relating to the properties in Fnes California, located at 175 and 195 East Autat@eDrive; (x) Lithia DC, Inc. relating to
the property in Concord, California, located at #9@arsh Drive; (xi) Lithia SALMIR, Inc. relating tthe properties in Reno, Nevada, located
at 7063 and 7175 South Virginia
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Street and the property

in Sparks, Nevada, located at 40 Victorian Averauns

(xii) Lithia NF, Inc., relating to the property Fresno, California, located at 5580 North Blacksté&wvenue.

(10) A substantially identical agreement (exceptli@ price paid and the purchase rather tharetdel of the business property) exists

between Rodway Chevrolet Co., and Lithia Motors, drated March 19, 1998, with respect to the pugeland sale of business assets of
Rodway Chevrolet located in Redding, California.
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f)THE SECURITIES EXCHANGE ACT OF 1934, THE REGFRANT HAS DULY
CAUSED THIS REPORT TO BE SIGNED ON ITS BEHALF BY BHUJNDERSIGNED, THEREUNTO DULY AUTHORIZED.

DATE: MARCH 29, 1999 LITHIA MOTO RS, INC.
BY /S/ SIDN EY B. DEBOER
Sidney B. D eBoer
Chairman of the Board and
Chief Execu tive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report Has been signed bélpihe following persons on behalf of
the Registrant and in the capacities indicated ancll 29, 1999:

SIGNATURE TITLE

/s/ SIDNEY B. DEBOER Chairman of the Board and

-------------------- Chief Execu tive Officer

Sidney B. DeBoer (Principal Executive Officer)

/s/ BRIAN R. NEILL Senior Vice President and Chief

------------------ Financial O fficer

Brian R. Neill (Principal Financial and Accounting
Officer)

/sl M. L. DICK HEIMANN Director, P resident and

---------------------- Chief Opera ting Officer

M. L. Dick Heimann

/sl R. BRADFORD GRAY Director an d Executive Vice President

R. Bradford Gray

/sl THOMAS BECKER Director

Thomas Becker

/s/ WILLIAM J. YOUNG Director

William J. Young
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Independent Auditors' Report

The Board of Directors and Shareholders
Lithia Motors, Inc. and Subsidiaries:

We have audited the accompanying consolidated balsineets of Lithia Motors, Inc. and SubsidiargesfaDecember 31, 1998 and 1997,
the related consolidated statements of operata)ges in shareholders' equity, and cash flowsdoh of the years in the three-year period
ended December 31, 1998. These consolidated fialesteitements are the responsibility of the Comjsamanagement. Our responsibility is
to express an opinion on these consolidated fimhstatements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Lithia Motors, Inc. and Subsidiaries as of Debem31, 1998 and 1997, and the consolidated resiteir operations and their cash flows
for each of the years in the three-year period émcember 31, 1998, in conformity with generaltgepted accounting principles.

As discussed in Note 1 to the consolidated findrst&ements, the Company changed its method ofuating for inventories, effective
January 1, 1997.

KPMG PEAT MARWICK LLP

Portland, Oregon
February 19, 1999
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LITHIA MOTORS, INC.
AND SUBSIDIARIES
Consolidated Balance Sheets
(in thousands)

Decemb er 31,
1998 1997
ASSETS
Current Assets:
Cash and cash equivalents $ 20,879 $ 18,454
Trade receivables 17,287 7,655
Notes receivable, current portion, net of allow ance
for doubtful accounts of $714 and zero 3,074 427
Inventories, net 157,455 89,845
Vehicles leased to others, current portion 861 738
Prepaid expenses and other 1,933 913
Deferred income taxes 2,707 1,855
Total Current Assets 204,196 119,887
Property and Equipment, net of accumulated
depreciation of $3,907 and $2,822 32,933 16,265
Vehicles Leased to Others, less current portion 5,647 4,588
Notes Receivable, less current portion 7,173 309
Goodwill, net of accumulated amortization of
$1,180 and $293 42,951 24,062
Other Non-Current Assets, net of accumulated
amortization of $103 and $63 1,498 1,415
Total Assets $ 294,398 $ 166,526
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Notes payable $ 515 $ -
Flooring notes payable 124,167 82,598
Current maturities of long-term debt 7,601 2,688
Current portion of capital leases 27 99
Trade payables 6,313 3,874
Accrued liabilities 12,020 6,758
Total Current Liabilities 150,643 96,017
Long-Term Debt, less current maturities 38,994 24,242
Long-Term Capital Lease Obligation, less current
portion 2,426 2,316
Deferred Revenue 2,076 2,519
Other Long-Term Liabilities 1,606 447
Deferred Income Taxes 7,142 3,108
Total Liabilities 202,887 128,649

Shareholders' Equity

Preferred stock - no par value; authorized 15,0 00

shares; issued and outstanding; none - -
Class A common stock - no par value;

authorized 100,000 shares; issued and

outstanding 6,105 and 2,926 70,871 28,117
Class B common stock

authorized 25,000 shares; issued and

outstanding 4,110 and 4,110 511 511
Additional paid-in capital 150 59
Retained earnings 19,979 9,190

Total Shareholders' Equity 91,511 37,877

Total Liabilities and Shareholders' Equity $ 294,398 $ 166,526

See accompanying notes to consolidated financsgistents.
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Revenues:
New vehicle sales
Used vehicle sales
Service, body and parts
Other revenues

Total revenues
Cost of sales

Gross profit
Selling, general and administrative
Depreciation and amortization
Income from operations
Other income (expense)
Floorplan interest expense

Other interest expense
Other income, net

Income before minority interest and income taxes
Minority interest

Income before income taxes
Income tax (expense) benefit

Net income

Basic net income per share

Diluted net income per share

Pro Forma Net Income Data (unaudited)

Income before minority interest and income taxes, a
Pro forma income taxes

Pro forma net income

Pro forma basic net income per share

Pro forma diluted net income per share

LITHIA MOTORS, INC.
AND SUBSIDIARIES
Consolidated Statements of Operations
(in thousands, except per share amounts)

Years Ended December 31 ,

1998 1997 1996(1)
$ 388431 $ 161,294 $ 65,092
220,544 113,099 58,611
72,216 29,828 13,197
33,549 15,574 5,944
714,740 319,795 142,844
599,379 265,049 117,025
115,361 54,746 25,819
85,188 40,625 19,830
3,469 2,483 1,756
26,704 11,638 4,233
(7,108) (2,179) (697)
(2,735) (824) (656)
921 862 1,349
(8,922) (2,141) (4
17,782 9,497 4,229
- - (687)
17,782 9,497 3,542
(6,993) (3,538) 813
$ 10,789 $ 5,959 $ 4355

$ 118 % 0.85 $ 0.94 (2)

$ 114 $ 0.82 $ 0.88 (2)
s reported $ 4,229
(1,623)
$ 2,606
$ 0.56

(1) Restated, see Note 1 of Notes to Consolidaite@hEial Statements.

(2) Not comparable to 1998 and 1997 data due torpdZation status in 1996, therefore this is atpreearnings per share amount. See N

of Notes to Consolidated Financial Statements.

See accompanying notes to consolidated financsisients.
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Balance, December 31, 1995

Net income

Dividends

Contribution of minority interest to Class
B Common Stock pursuant to
restructuring

Restructuring in connection with initial
public offering

Issuance of Class A Common Stock,
net of offering expenses of $3,328

Balance December 31, 1996

Net income

Underwriters' overallotment option
Compensation for stock option issuances
Exercise of stock options

Balance at December 31, 1997

Net income
Issuance of Class A Common Stock,
net of offering expenses of $594
Compensation for stock option issuances
Tax benefit of disqualifying dispositions
Issuance of Class A Common Stock in
connection with acquisition
Exercise of stock options

Balance at December 31, 1998

LITHIA MOTORS, INC.
AND SUBSIDIARIES
Consolidated Statements of Changes in Shareholdesquity
(in thousands)

Common Stock

Class A Class B Additional Total
Paid In Retained  Shareholders'
Shares Amount Shares Amount Capital Earnings (1)  Equity
-8 - 4,110 $801 $ - $ 2,915 $ 3,716
- - - - - 4,355 4,355
- - - - - (4,460) (4,460)
- - - 131 - - 131
_ B - (421) - 421 -
2,500 24,172 - - - - 24,172
2,500 24,172 4,110 511 - 3,231 27,914
- - - - - 5,959 5,959
375 3,783 - - - - 3,783
- - - - 59 - 59
51 162 - - - - 162
2,926 28,117 4,110 511 59 9,190 37,877
- - - - - 10,789 10,789
3,151 42,498 - - - - 42,498
- - - - 78 - 78
- - - - 13 13
13 125 - - - - 125
15 131 - - - - 131
6,105 $70,871 4,110 $ 511 $ 150 $ 19,979 $91,511

(1) Restated, see Note 1 of Notes to Consolidaite@hEial Statements.

See accompanying notes to consolidated financ#tsients.
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Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization
Compensation related to stock option issua
(Gain) loss on sale of assets
(Gain) loss on sale of vehicles leased to
Deferred income taxes
Minority interest in income
Equity in income of affiliate
(Increase) decrease net of effect of acqui
Trade and installment contract receivab
Inventories
Prepaid expenses and other
Other noncurrent assets
Increase (decrease) net of effect of acqui
Floorplan notes payable
Trade payables
Accrued liabilities
Other liabilities

Net cash provided by (used in) opera

Cash flows from investing activities:
Notes receivable issued
Principal payments received on notes receivable
Capital expenditures
Proceeds from sale of assets
Expenditures for vehicles leased to others
Proceeds from sale of vehicles leased to others
Cash paid for acquisitions
Distribution from affiliate

Net cash used in investing activitie

Cash flows from financing activities:
Net borrowings on notes payable
Net borrowings (repayments) on used vehicle line
Principal payments on long-term debt
Proceeds from issuance of long-term debt
Proceeds from issuance of common stock and minor
Proceeds from minority interest share receivable
Dividends and distributions

Net cash provided by financing activ

Increase in cash and cash equivalents

Cash and cash equivalents:
Beginning of period

End of period

Supplemental disclosures of cash flow information:
Cash paid during the period for interest
Cash paid during the period for income taxes

Supplemental schedule of noncash investing and fina

activities:

Debt extinguishment upon transfer of property

Contribution of minority interest in S Corporati
earnings upon Restructuring to Class B Common

Contribution of excess S Corporation retained ea
upon Restructuring to Class B Common Stock

Stock issued in connection with acquisition

Assumption of mortgage related to acquisition

LITHIA MOTORS, INC.

AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(in thousands)

Years Ended Dece

1998

1997

$
flows

nces

others

sitions, in:
les, net

sitions, in:

10,789 $

3,469
78
30
33
565

O]

(6,714)
(17,614)
(1,614)
204

—~

ting activities

(639)
3,456
(3.934)
223
(9.322)
8,481
(36,531)

of credit

ity interest

(38,266)

(15,500)
(39,083)
43,287
42,641

ities

31,345

2,425

18,454

20,879 $

ncing

on
Stock
rnings

See accompanying notes to consolidated financsstents.

9,728 $
6,482

125
1,345

mber 31,

2,483 1,756
59 -
(1) (239)
(286) -
336 (906)
- 687
(102) (44)
5,087) (852)
9,009) (7,120)
(678) (19)
(486) (196)
9,122 (3,283)
1,440 979
4,252 797
2,274) 3,095
5,728 (990)
(249) (540)
304 500
8,801) (395)
16 765
6,750) (6,537)
5,330 5,760
5,220) (6,937)
204 -
5,166) (7,384)
- (625)
5,500 -
5,917) (25,336)
8,951 21,635
3,945 24,172
- 676
- (6,441)
2,479 14,081
3,041 5,707
5,413
8454 $ 15,413
3206 $ 1,823
3,011 -
-3 1,112
- 131
- 421



LITHIA MOTORS, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1998, 1997 AND 1996
(Dollar and share amounts in thousands, excepthmre amounts)
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION AND BUSINESS

Lithia Motors is one of the larger retailers of namnd used vehicles in the western United Statésring 23 domestic and imported makes of
new automobiles and light trucks at 28 locatiodsinlCalifornia, nine in Oregon, three in Nevadd &mo in Washington. As an integral part
of its operations, the Company arranges relatexhfimg (hon-recourse) and insurance and sells, z@mtgice and ancillary products. The
Company's headquarters are located in Medford, @raghere it has a market share of over 40%. Thagamy has grown primarily by
successfully acquiring and integrating dealerships by obtaining new dealer franchises. The Comnipatsategy is to become a leading
acquirer and operator of dealerships in the wesdi@ited States.

At its 28 locations, the Company offers, collecliy@3 makes of new vehicles including Dodge, Dodigecks, Chrysler, Plymouth, Jeep,
Ford, Lincoln-Mercury, Toyota, Volkswagen, Audiyiai, Chevrolet, Saturn, Nissan, Honda, Acura, BNWsezda, Suzuki, Hyundai, Subaru
and Volvo.

PRINCIPLES OF CONSOLIDATION

The accompanying financial statements reflect ésalts of operations, the financial position, amel ¢ash flows for Lithia Motors, Inc. and
directly and indirectly wholly-owned subsidiariésl significant intercompany accounts and transatdi consisting principally of
intercompany sales, have been eliminated upon tdation.

The financial results presented for periods prcthe Restructuring (see note 11) have been rdsmieflect the consolidated results of
operations, financial position and cash flows & @ompany's dealerships and those of its affiliatgities under common control whose
operations were combined under the Restructurisiggu'as if* pooling of interest basis of accougtin

Lithia TLM LLC, Lithia Dodge LLC and Lithia Grant8ass Auto Center LLC were limited liability corptioms majority owned by Lithia
Motors, Inc. The 20%, 25% and 25% minority inteséntLithia TLM LLC, Lithia Dodge LLC and Lithia Gints Pass Auto Center LLC,
respectively, have been recorded in the accompgriiyiancial statements to the date of Restructuring

CASH AND CASH EQUIVALENTS

For purposes of reporting cash flows, the Compamsiclers contracts in transit and all highly ligdiebt instruments with a maturity of three
months or less when purchased to be cash equisalent
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INVENTORIES

Effective January 1, 1997, the Company changemiéthod of accounting for inventories from the liastirst-out (LIFO) method to the
specific identification method for vehicles and fhist-in first-out (FIFO) method of accounting fparts (collectively, the FIFO method).
Management believes the FIFO method is preferadtalse the FIFO method of valuing inventories nasrairately presents the Company's
financial position as it reflects more recent cedtthe balance sheet date, more accurately matetiesues with costs reported during the
period presented and provides comparability to strguinformation. The financial statements of ppariods have been restated to apply the
new method of accounting for inventories retroaaiivThe effect of this restatement was to increasgined earnings as of January 1, 1996
by $4,896 and to decrease net income by $426,.00%ter diluted share for the year ended Decembel 06.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at casbaimg depreciated over their estimated usefakliprincipally on the straight-line basis.
The range of estimated useful lives are as follows:

Building and improvements 40 yea rs
Service equipment 5to 10 yea rs
Furniture, signs and fixtures 5to 10 yea rs

The cost for maintenance, repairs and minor rereisaxpensed as incurred, while significant retgwad betterments are capitalized. W
an asset is retired or otherwise disposed of,@laead cost and accumulated depreciation are resfoom the accounts, and any gain or loss
is credited or charged to income.

Leased property meeting certain criteria is capial and the present value of the related leasm@ats is recorded as a liability.
Amortization of capitalized leased assets is coegboin a straight-line basis over the term of thsde

INVESTMENT IN AFFILIATE

The Company has a 20% interest in Lithia Propertie€, of which the other members are Sidney DeR86#6), M. L. Dick Heimann (309
and three of Mr. DeBoer's children (5% each). Thestment is accounted for using the equity methatth, a carrying value of $476 and
$468 at December 31, 1998 and 1997, respectively.

INCOME TAXES

Prior to the Company's initial public offering ¢ iCommon Stock in December 1996 (see note 11 dmepany was an S Corporation for
federal and state income tax reporting purposegefaéand state income taxes on the income of @arforation were payable by the
individual stockholders rather than the corporation

The Company's S Corporation status terminated inatedy prior to the effectiveness of the Compaimitsal public offering. At that time,

the Company established a net deferred tax asdeeanrded an accompanying credit to income taxes@. The accompanying statement of
operations for the year ended December 31, 19%&ctefa provision for income taxes on an unauditedforma basis, using the asset and
liability method, as if the Company had been a @0Gmation, fully subject to federal and state ineotaxes for that period.
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Under the asset and liability method, deferredimedax assets and liabilities are recognized ferflure tax consequences attributable to
differences between the financial statement cagrgimounts of existing assets and liabilities amdf tlrespective tax bases. Deferred income
tax assets and liabilities are measured using eddak rates expected to apply to taxable incontledaryears in which those temporary
differences are expected to be recovered or sefilegl effect on deferred income tax assets andifiab of changes in tax rates is recognized
in income in the period that includes the enactndei.

ENVIRONMENTAL LIABILITIES AND EXPENDITURES

Accruals for environmental matters, if any, areorded in operating expenses when it is probableattiability has been incurred and the
amount of the liability can be reasonably estimafextrued liabilities are exclusive of claims agaithird parties and are not discounted.

In general, costs related to environmental remiggtiatre charged to expense. Environmental costsagi¢alized if the costs increase the
value of the property and/or mitigate or preventtamination from future operations.

COMPUTATION OF PER SHARE AMOUNTS

Beginning December 31, 1997, basic earnings peegE#®S) and diluted EPS are computed using theadstprescribed by Statement of
Financial Accounting Standard No. 128, EARNINGS PRRARE (SFAS 128). Basic EPS is calculated usiegatbighted average number
of common shares outstanding for the period andetll EPS is computed using the weighted averagdeuai common shares and dilutive
common equivalent shares outstanding. Prior pexiodunts have been restated to conform with theeptagon requirements of SFAS 128.
Following is a reconciliation of basic EPS and illiEPS:

Year Ended December 31, 1998 1997 1 996
Per Share Per Share Per Share

BASIC EPS Income Shares Amount Income Shares Amount | ncome Shares Amount

Income available to Common
Shareholders $10,789 9,147 $1.18 $5,959 6,988 $0.85 $4,355 4,657 $0.94

EFFECT OF DILUTIVE SECURITIES

Stock Options - 323 - 315 - 316
DILUTED EPS
Income available to Common
Shareholders $10,789 9,470 $1.14 $5,959 7,303 $0.82 $4,355 4,973  $0.88

108, zero and zero shares issuable pursuant to sptions have not been included in the above &aions for 1998, 1997 and 1996,
respectively, since they would have been antidituti

FINANCIAL INSTRUMENTS

The carrying amount of cash equivalents, tradeivabkes, trade payables, accrued liabilities arattsierm borrowings approximate fair va
because of the short-term nature of these instrtsn€he fair values of long-term debt and notegikable for leased vehicles accounted for
as sales-type leases were estimated by discouhgnigiture cash flows using market interest ratesdo not differ significantly from that
reflected in the financial statements.
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Fair value estimates are made at a specific poititrie, based on relevant market information abieafinancial instrument. These estimates
are subjective in nature and involve uncertairdied matters of significant judgment and therefenenot be determined with precision.
Changes in assumptions could significantly affeetéstimates.

ADVERTISING

The Company expenses production and other costdvafrtising as incurred. Advertising expense wag4h $2,678 and $1,297 for the ye
ended December 31, 1998, 1997 and 1996, respeactivel

GOODWILL

Goodwill, which represents the excess purchase jpwer fair value of net assets acquired, is azexdton the straight-line basis over the
expected period to be benefited of forty years. Chenpany assesses the recoverability of this iilidagsset by determining whether the
amortization of the goodwill balance over its reniiag life can be recovered through undiscountedr&ubperating cash flows of the acquired
operation. The assessment of the recoverabiligoofiwill will be impacted if estimated future openg cash flows are not achieved.

CONCENTRATIONS OF CREDIT RISK

Concentrations of credit risk with respect to tragieeivables are limited due to the large numbeusfomers comprising the Company's
customer base.

Financial instruments which potentially subject @@mpany to concentrations of credit risk consisigipally of cash deposits. The Comp:
generally is exposed to credit risk from balanagsieposit in financial institutions in excess of #DIC-insured limit.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkigonsolidated financial statements and relatees to financial statements. Changes in
such estimates may affect amounts reported indygariods.

REVENUE RECOGNITION

Revenue from the sale of vehicles is recognizedhujmivery, when the sales contract is signed awvendpayment has been received. Fleet
sales of vehicles whereby the Company does nottiddere shown on a net basis in other revenue.

Finance fees represent revenue earned by the Cenfiymamotes placed with financial institutions ianmection with customer vehicle
financing net of estimated chargebacks. Finance dee recognized in income upon acceptance ofrdwitdy the financial institution.
Insurance income represents commissions earneckdit life, accident and disability insurance sisl¢connection with the vehicle on behalf
of third party insurance companies. Commissionsiftbird party service contracts are recognized wgade. Insurance commissions are
recognized in income upon customer acceptancesahfurance terms as evidenced by contract execlinance fees and insurance
commissions, net of charge-backs, are classifiesttees operating revenue in the accompanying caleteld statements of operations.
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MAJOR SUPPLIER AND DEALER AGREEMENTS

The Company purchases substantially all of its mekhicles and inventory from various manufactureéthe prevailing prices charged by the
auto maker to all franchised dealers. The Compawgsgall sales could be impacted by the auto makeability or unwillingness to supply
the dealership with an adequate supply of populzdeis.

The Company enters into agreements (Dealer Agreesineith the manufacturers. The Dealer Agreemeetgegally limit the location of the
dealership and retain auto maker approval righés olianges in dealership management and ownemghépauto makers are also entitled to
terminate the Dealer Agreements if the dealership material breach of the terms.

The Company's ability to expand operations depandsart, on obtaining consents of the manufactufer the acquisition of additional
dealerships.

STOCK-BASED COMPENSATION PLANS

The Company accounts for its stock-based compamsptan under Accounting Principles Board Opiniam B5, "Accounting for Stock

Issued to Employees" (APB 25). Effective January986, the Company adopted the disclosure opti@tatement of Financial Accounting
Standards No. 123, "Accounting for Stock-Based Cemsption” (SFAS 123). SFAS 123 requires that conegamhich do not choose to
account for stock-based compensation as prescoypéuis statement shall disclose the pro formactffen earnings and earnings per share as
if SFAS 123 had been adopted. Additionally, certaimer disclosures are required with respect tokstompensation and the assumptions
used to determine the pro forma effects of SFAS 123

SEGMENT REPORTING

The Company adopted Statement of Financial Accogritandards No. 131 (SFAS 131), DISCLOSURES ABEGMENTS OF AN
ENTERPRISE AND RELATED INFORMATION for the year eed December 31, 1998. Based upon definitions aoedaivithin SFAS 131,
the Company has determined that it operates irsegment.

RECLASSIFICATIONS
Certain items previously reported in specific fio@h statement captions have been reclassifiednéoecm with the current presentation.
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(2) INVENTORIES AND RELATED NOTES PAYABLE

Inventories are valued at cost, using the speii@atification method for vehicles and the firstfirst-out (FIFO) method of accounting for
parts (collectively, the FIFO method). Certain int@ies of dealerships acquired in 1998 amountin$lt3,529 at December 31, 1998 are
valued using the last-in first-out (LIFO) methodaafcounting and have an insignificant LIFO resetvBecember 31, 1998.

The new and used vehicle inventory, collateralizielgted notes payable, and other inventory wefelkmsvs:

DECEMBER 31,

19 98 1997
INVENTORY NOTES INVENTORY NOTES
COST PAYABLE COST PAYABLE
New and program vehicles $ 112,990 $ 124,167 $ 63,457 $ 67,098
Used vehicles 34,599 5,000 21,524 15,500
Parts and accessories 9,866 - 4,864
Total inventories $ 157,455 $ 129,167 $ 89,845 $ 82,598

The inventory balance is generally reduced by meatufer's purchase discounts. Such reduction iseflected in the related floor plan
liability.

All new vehicles are pledged to collateralize flpden notes payable to financial institutions. Tloer plan notes payable bear interest,
payable monthly on the outstanding balance, ateaafainterest determined by the lender, subjeat¢entives. The floor plan notes are due
when the related vehicle is sold. As such, thesar fblan notes payable are shown as a currentityain the accompanying consolidated
balance sheets.

Used vehicles are pledged to collateralize a $6omiine of credit.

(3) PROPERTY, PLANT AND EQUIPMENT

DECEMBER 31, 1998 19 97
Buildings and improvements  $ 17,107 $ 7,4 49
Service equipment 5,566 3,9 92
Furniture, signs and fixtures 5,077 4,3 40
27,750 15,7 81

Less accumulated depreciation (3,907) (2,8 22)
23,843 12,9 59

Land 8,648 2,9 24
Construction in progress 442 3 82
$ 32,933 $16,2 65

(4) VEHICLES LEASED TO OTHERS AND RELATED LEASE REEIVABLES

DECEMBER 31, 1998 1997
Vehicles leased to others $7,267 $6,53 1
Less accumulated depreciation  (759) (1,20 5)
6,508 5,32 6
Less current portion (861) (73 8)
$5647 $4,58 8



Vehicles leased to others are stated at cost gmeclated over their estimated useful lives (5 gkan a straight-line basis. Lease receivables
result from customer, employee and fleet lease®bicles under agreements which qualify as opayd#iases. Leases are cancelable at the
option of the lessee after providing 30 days wmittetice.

(5) NOTES RECEIVABLE UNDER SALES-TYPE LEASES

At one of its locations, the Company leases vehitdecustomers under sales-type leases. The foltpligts the components of the net
investment in sales-type leases, classified asnmet®ivable in the consolidated balance sheets.

DECEMBER 31, 19 98 1997
Total minimum lease payments to be received $11, 796 $
Allowance for uncollectible notes and
repossession losses ( 599)

11 197
Unearned interest income (1, 960)

$9 237 $

(6) LINES OF CREDIT AND LONG-TERM DEBT

Ford Credit, Toyota Motor Credit Corporation, CHeydinancial Corporation and General Motors Acaepe Corporation have agreed to
floor all of Lithia's new vehicles for their respiwe brands with Ford serving as the primary lerfdeill other brands. There are no formal
limits to these commitments for new vehicle wholedgmancing.

Ford Credit has also extended a $60 million revine of credit for used vehicles and a $75 wrillacquisition line of credit to purchase
dealerships of any brand. These commitments haexgination date of November 23, 2000 with intedkst monthly. Lithia has the right to
elect to extend the term on these lines of crediah additional two years at November 23, 199thiaialso has the option to convert the
acquisition line into a five-year term loan on Nouger 23, 1999 or November 23, 2000. In additiorg.UlBank N.A. has extended a $10
million revolving line of credit for leased vehisle

The lines with Ford Credit are cross-collateraliaed are secured by inventory, accounts receivatibmngible assets and equipment. The
other new vehicle lines are secured by new velelentory of the relevant dealerships.

The Ford Credit lines of credit contain financialenants requiring Lithia to maintain compliancéhwamong other things, specified ratio:

(i) total debt to tangible base capital; (ii) totaljusted debt to tangible base capital; (iii) eotratio; (iv) fixed charge coverage; and (v) net
cash. The Ford Credit lines of credit agreemensts pieclude the payment of cash dividends withieeiptrior consent of Ford Credit.
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Interest rates on all of the above facilities rahffem 6.5% to 8.0% at
1998 were as follows (in thousands):

Acquisition Line
Used Vehicle Line
New and Program Vehicle Lines
Leased Vehicle Line

$

$

Long-term debt consists of the following:

DECEMBER 31, 1998

Lease vehicle line of credit
Acquisition line of credit

Used vehicle flooring line of credit
General corporate line of credit
Mortgages payable in monthly
installments of $83, including
interest between 8.18% and 9.375%,
maturing fully September 2010; secured
by land and buildings 9,499
Notes payable in monthly installments

of $144 plus interest calculated daily

at LIBOR plus 2.20%, maturing fully
November 2003; secured by equipment
Notes payable in monthly installments

of $225 plus interest between 7.21%
and 8.50%, maturing at various dates
through 2004; secured by vehicles
leased to others 7,584
Notes payable related to acquisitions,
with interest rates between 7.00% and
9.00%, maturing at various dates
between November 1999 and November
2008 12,679
Note payable in monthly installments

of $3, including interest at 10.25%,
maturing fully August 2000

$ 4,000

5,000

Less current maturities

December 31, 1998. Amouatstanding on the lines at December 31,

5,000
124,167
4,000

133,167

4,102

8,328

The schedule of future principal payments on leemgatdebt after December 31, 1998 is as follows:

YEAR ENDING DECEMBER 31,

1999 $ 8,116
2000 15,407
2001 5,469
2002 4,694
2003 2,774
Thereafter 10,650



(7) SHAREHOLDERS' EQUITY The shares of Class A camnnstock are not convertible into any other sesieslass of the Company's
securities. However, each share of Class B comrumk $s freely convertible into one share of ClAssommon stock at the option of the
holder of the Class B common stock. All shareslaS€ B common stock shall automatically conveghares of Class A common stock (on a
share-for-share basis, subject to the adjustmentff)e earliest record date for an annual meetitigeoCompany shareholders on which the
number of shares of Class B common stock outstariditess than 1% of the total number of shareofmon stock outstanding. Shares of

Class B common stock may not be transferred td tharties, except for transfers to certain famigmmivers and in other limited

circumstances.

Holders of Class A common stock are entitled towote for each share held of record, and holdeflags B common stock are entitled to
ten votes for each share held of record. The Glassmmon stock and Class B common stock vote tegeth a single class on all matters

submitted to a vote of shareholders.

(8) INCOME TAXES At the date of the Company's rasturing (see note 11), the Company terminate8 i@orporation election and is now
taxed as a C Corporation in accordance with SFAS ACCOUNTING FOR INCOME TAXES. Income taxes ford®and 1997 and pro

forma income taxes on the Company's earnings 86 {9naudited) are as follows:

(un audited
pr o forma)
DECEMBER 31, 1998 1997 1996
Current:
Federal $ 5387 $ 2967 $ 1,860
State 1,041 444 387
6,428 3,411 2,247
Deferred:
Federal 436 114 (517)
State 129 13 (107)
565 127 (624)
Total $ 6993 $ 3538 $ 1,623

Individually significant components of the defertad assets and liabilities are presented below:

DECEMBER 31, 1998 1997
Deferred tax assets:
Allowance and accruals $ 1,425 $ 470
Deferred revenue 1,282 1,126
Total deferred tax assets 2,707 1,596
Deferred tax liabilities:
LIFO recapture and acquired LIFO
inventories (4,398) (1,841)
Property and equipment,
principally due to
differences in depreciation (2,744) (1,008)
Total deferred tax
liabilities (7,142) (2,849)
Total $ (4,435) $ (1,253)
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The reconciliation between the statutory federabime tax expense at 35% in 1998 and 34% in 19971886 and the Company's income tax
expense for 1998, 1997 and 1996 is shown in thevialg tabulation. The following tabulation alsa@omciles the expected corporate federal
income tax expense for 1996 (computed by multightine Company's income before minority interesB#%6) with the Company's unaudit
pro forma income tax expense:

FOR THE YEAR ENDED DECEMBER 31, 1998 1997 1996
Statutory federal taxes $6,224 $ 3,229 $1,438
State taxes, net of federal income 751 278 184
tax benefit

Other 18 31 1
Income tax expense $6,993 $ 3,538 $1,623

(9) COMMITMENTS AND CONTINGENCIES RECOURSE PAPER

The Company is contingently liable to banks forowese paper from the financing of vehicle sale® @dntingent liability at December 31,
1998, 1997 and 1996 was approximately $3,824, $64588, respectively.

The Company's potential loss is limited to theadi#hce between the present value of the installowritact at the date of the repossession
and the amount for which the vehicle is resold.d8lagpon historical loss percentages, an estimatsréserve of $255, $0 and $0 is reflected
in the Company's consolidated balance sheetsBeadmber 31, 1998, 1997 and 1996.

OPERATING LEASES

Substantially all of the Company's operations armedacted in leased facilities under noncancelapérating leases. These leases expire at
various dates through 2012. Beginning in 1998 aieitease commitments are subject to escalatiarsetaof an amount equal to the cost of
living based on the "Consumer Price Index - U.Sie€iAverage - All stems for all Urban Consumersblshed by the U.S. Department of
Labor. The Company also leases certain equipmetdruapital leases.

The minimum lease payments under the operatingapital leases after December 31, 1998 are asvello

YEAR ENDING DECEMBER 31, OPE RATING CAPITAL
1999 $ 6,315 $ 309
2000 5,878 312
2001 5,832 312
2002 5,367 312
2003 4,942 312
Thereafter 3 6,573 5,200
Total minimum lease payments $ 6 4,907 6,757
Less amounts representing interest (4,304)
Present value of future minimum lease $ 2,453
payments e

Rental expense for all operating leases was $585%964 and $2,353 for the years ended December9®B, 1997 and 1996, respectively.
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LITIGATION

The Company is involved in various claims and legaions arising in the ordinary course of busingsthe opinion of management, the
ultimate disposition of these matters will not havmaterial adverse effect on the Company's fimdpcisition, results of operations or
liquidity.

(10) PROFIT SHARING PLAN The Company has a definedtribution plan and trust covering substantiallyfull-time employees. The
annual contribution to the plan is at the discretidthe Board of Directors of Lithia Motors, In€ontributions of $285, $138 and $100 were
recognized for the years ended December 31, 1988, 4nd 1996, respectively. Employees may contibmthe plan under certain
circumstances.

(11) RESTRUCTURING AND OFFERINGS On December 188,2he Company offered 2,500 shares of its ClassrAmon stock to the
public (the "Offering"). Prior to the Offering, tf@ompany consummated a restructuring (the Restingduvhich resulted in each of the
Company's dealerships and operating divisions bewpdirect or indirect wholly-owned subsidiariestbé Company with Lithia Holding
Company, LLC owning all the outstanding Class B omn stock of the Company. All shareholders pricth® Restructuring exchanged tr
interests in the Company and its affiliated ergifier shares of Lithia Holding Company, LLC wittetexception of (i) one shareholder who
exchanged his interest in one entity for canceltatf a note due to Lithia TLM, LLC and cash anl(ithia TKV, Inc. whose stock was
purchased by the Company from the Company's piategubsequent to the Offering.

In May 1998, the Company closed an offering of 3riilion newly issued shares of its Class A Comnock for net proceeds of $42.5
million. The proceeds have been used to pay do@iCttmpany's lines of credit until needed for futacquisitions.

(12) STOCK INCENTIVE PLANS In April 1996, the Boadf Directors (the Board) and the Company's shddehs adopted the Company's
1996 Stock Incentive Plan, as amended, for thetigganf up to 1,085 incentive and nonqualified &toptions to officers, key employees and
consultants of the Company and its subsidiaries,im1997, the Board adopted a Non-DiscretionaoclsOption Plan for Non-Employee
Directors and reserved 15 shares under that ptdle¢tively, the "Plan"). Subject to shareholdepigval at the Company's 1999 Annual
Meeting of Shareholders to be held in May 1999 t¢h@ number of options that may be issued unlie1®96 Stock Incentive Plan will be
increased by 915, to a total of 2,000. The Pladisinistered by the Board or by a Compensation Citteerof the Board and permits
accelerated vesting of outstanding options uporotitarrence of certain changes in control of then@any. Options become exercisable over
a period of up to ten years from the date of gaandetermined by the Board, at prices generallyasstthan the fair market value at the date
of grant. At December 31, 1998, 1,043 shares odsChfacommon stock were reserved for issuance uhddPlan and 495 shares were
available for future grant.
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Activity under the Plan is as follows:

Shares Sh ares Weighted
Available Subj ectto Average
for Grant Op tions Exercise Price
Balances, December 31, 1995 - - $
Shares reserved 685
Options granted (439) 439 3.11
Options canceled - - -
Options exercised
Balances, December 31, 1996 246 439 3.11
Options granted (45) 45 6.05
Options canceled - - -
Options exercised - (51) 3.20
Balances, December 31, 1997 201 433 341
Additional shares reserved 415 - -
Options granted (155) 155 14.65
Options canceled 34 (34) 16.22
Options exercised - (6) 3.02
Balances, December 31, 1998 495 548 $ 5.80

The Company issued non-qualified options during8l&9d 1997 to certain members of management ateanise price of $1.00 per share.
Compensation expense, which is equal to the differdetween the market price and the exercise, fisicecognized ratably in accordance
with the 4-year vesting schedule.

In 1998, the Board of Directors of the Company #rashareholders approved the implementation &raployee Stock Purchase Plan (the
"Purchase Plan"), and reserved a total of 250 st@r€lass A Common Stock for issuance under thelfage Plan. The Purchase Plan is
intended to qualify as an "Employee Stock Purclitiar" under Section 423 of the Internal RevenueeCQiid 986, as amended, and is
administered by the Compensation Committee of thard@ Eligible employees are entitled to contribupeto 10 percent of their base pay for
the purchase of stock. The purchase price for stirechased under the Purchase Plan is 85 perfcénat lesser of the fair market value at
beginning or end of the purchase period. A tot# ehares of the Company's Class A common stock igsued under the Purchase Plan
during 1998.

During 1995, the Financial Accounting StandardsrBassued Statement of Financial Accounting Stassialo. 123 ACCOUNTING FOR
STOCK-BASED COMPENSATION (SFAS 123), which defireefair value based method of accounting for emmasteck options and
similar equity instruments. As permitted under SF&3, the Company has elected to continue to a¢douits stock-based compensation
plans under Accounting Principal Board Opinion 6. ACCOUNTING FOR STOCK ISSUED TO EMPLOYEES (APB)2a&nd related
interpretations. Accordingly, no compensation exggenas been recognized for the Plan or the Puréiasdcollectively the "Plans™).
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The Company has computed, for pro forma disclopurposes, the value of options granted under thesPUusing the Black-Scholes option
pricing model as prescribed by SFAS 123, usingrtbighted average assumptions for grants as follows:

FOR THE YEAR ENDED DECEMBER 31, 1998 1997 1996
Risk-free interest rate 5.50% 6.25% 6.50%
Expected dividend yield 0.00% 0.00% 0.00%
Expected lives 6.7 years 6. 8 years 6.5 years
Expected volatility 53.41% 45.50% 60.00%

Using the BlackScholes methodology, the total value of optionsga during 1998, 1997 and 1996 was $1,119, $3d®%a@A9, respectivel
which would be amortized on a pro forma basis dhervesting period of the options, typically foarfive years. The weighted average fair
value of options granted during 1998, 1997 and 1986 $8.61, $7.20 per share and $1.62 per shapeagtvely. If the Company had
accounted for its stock-based compensation placéordance with SFAS 123, the Company's net incomdenet income per share would
approximate the pro forma disclosures below:

FOR THE YEAR ENDED DECEMBER 31, 1998 1997 1996
AS PRO AS PRO AS PRO
REPORTED FORMA REPORTED FORMA REPORTED FORMA
Net income $10,789 $10,227 $5959 $5,723 $4,355 $3,612
Basic net income per share $1.18 $1.12 $0.85 $0.82 $0.94 $0.78
Diluted net income per share $1.14 $1.09 $0.82 $0.79 $0.88 $0.73

The following table summarizes stock options oundiag at December 31, 1998:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE
WEIGHTED
AVERAGE  WEIGH TED NUMBER OF WEIGHTED
RANGE OF NUMBER  REMAINING  AVER AGE SHARES AVERAGE
EXERCISE OUTSTANDING CONTRACTUAL EXERC ISE EXERCISABLE EXERCISE
PRICES AT 12/31/98 LIFE (YEARS) PRI CE AT 12/31/98 PRICE
$ 1.00 28 7.7 $1 00 10 $1.00
3.02 - 3.32 382 4.4 3. 11 219 3.17
10.75-11.00 27 6.9 10. 80 7 10.80
14.31-14.75 87 7.1 14. 73 3 14.31
16.23 24 4.0 16. 23 - -
$1.00 - 16.23 548 5.1 $5. 80 239 $3.44

At December 31, 1997 and 1996, respectively, 151187 shares were exercisable at weighted avesageige prices of $3.28 and $3.27,
respectively.
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(13) RELATED PARTY TRANSACTIONS Certain of the rgadoperty on which the Company's business is locstewned by Lithia
Properties, LLC. The Company leases such facilitieder various lease agreements from Lithia PrgseitLC (Note 9). Selling, general a
administrative expense includes rental expensd @f6#, $1,442 and $2,132 for the years ended Dese&ih 1998, 1997 and 1996,
respectively relating to these properties.

The Company provides management services to Littoaerties, LLC. Other income includes managenees of $12, $12 and $477 for the
years ended December 31, 1998, 1997 and 1996 ctasghe.

The Company has guaranteed certain indebtednésthiaf Properties, LLC incurred in connection wiibrchases of real property which
secures the loan. This indebtedness amounts toxpmtely $9,201 at December 31, 1998.

Lithia Properties constructed a new body and psiop for use by the Company, which was completespiti 1997. The Company
purchased the facility and improvements togethé wi5.3 acre parcel held for future developmemdéuaford, Oregon, in 1997. The total
purchase price for these properties was $2.7 milligthia Properties retained and after purchagh@facility, the Company continued to
retain, Mark DeBoer Construction, Inc. as the gaheontractor for the project. Mark DeBoer, the ewof Mark DeBoer Construction, Inc.,
is the son of Sidney B. DeBoer and is one of thenbers of Lithia Properties. The general contrafgerwas $128, an arrangement the
Company believes is fair in comparison with feegatmted with independent third parties.

During 1998, Lithia Properties paid Mark DeBoer Smuction, Inc. $821 for remodeling certain of empany's facilities. The Company
believes the amount paid is fair in comparison vg#ts negotiated with independent third parties.

F-19



(14) ACQUISITIONS The following table sets forthettotal purchase price, cash paid, debt incurreldfaa net investment for acquisitions
made by the Company during 1996, 1997 and 1998:

TOTAL CASH DEBT NET

NAME DATE PAID  PAID INCURRED INVESTMENT (1)
Roberts Dodge(2) December 1996 $ 5751 $1,913 $3,838 $ 3,507
Melody Vacaville Toyota December 1996 5,740 2,946 2,794 3,854

1996 TOTAL $ 11,491 $4,859 $6,632 $7,361
Magnussen Dodge Isuzu April 1997 $ 10,905 $2,822 $8,083 $ 3,760
Magnussen-Barbee Ford, L/M July 1997 7,916 3,093 4,823 3,720
Sun Valley Ford, Volkswagen August 1997 17,962 5,356 12,606 7,573
Dick Donnelly Lincoln/Mercury,  October 1997 12,916 6,139 6,777 6,676

Isuzu, Suzuki, Audi

Bakersfield Nissan-BMW October 1997 9,240 4,274 4,966 5,814
Century Ford Mazda December 1997 12,915 4,023 8,892 5,314

1997 TOTAL $ 71,854 $25,707 $46,147 $32,857
Quality Nissan Jeep(2) January 1998 $ 8,404 $7,097 $1,307 $ 4,405
Reno Volkswagen February 1998 1,400 411 989 293
Medford Nissan, BMW February 1998 3,231 546 2,685 2,326
Haddad Jeep/Eagle March 1998 4912 1,528 3,384 2,063
Rodway Chevrolet(2) June 1998 11,488 5,094 6,394 3,783
Boyland Toyota(2) July 1998 3,919 2,300 1,619 2,588
Camp Automotive October 1998 11,535 8,000 3,535 11,535
Hutchins Toyota(2) November 1998 6,955 5,000 1,955 6,955

1998 TOTAL $ 51,844 $29,976 $21,868 $33,948

(1) Net investment consists of the amount of godidwbrking capital, notes issued to sellers arttkoinitial investments.
(2) Excludes real property purchased for $2,33(6@% $4,050, $1,650 and $1,750, respectively.

The unaudited pro forma results of operations idiclg Camp Automotive, Inc., Roberts Dodge, Inc.|ddg Vacaville, Inc., Sun Valley
Ford, Inc. and Dick Donnelly Automotive Enterpristx., are as follows. The results of operatiagiie remaining acquisitions are not
included in the unaudited pro forma informatiortteesy are not materially different from actual résuf the Company.

YEAR ENDED DECEMBER 31, 1998 1 997 1996
Total revenues $ 790,151 50 8,720  $ 440,058
Net income 12,118 8,682 3,429
Basic earnings per share 1.32 1.24 0.74
Diluted earnings per share 1.28 1.19 0.69

The unaudited pro forma results are not necessadigative of what actually would have occurredi ltle acquisitions been in effect for the
entire periods presented. In addition, they arentehded to be a projection of future results thay be achieved from the combined
operations.
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(15) SUBSEQUENT EVENT (UNAUDITED) In March 1999 ,d&lfCompany announced that it entered into definaiyeements with the
Moreland Automotive Group to acquire a seven-dshierplatform in four Colorado and Nevada markkithia's net investment will be
approximately $50 million, paid for with a combiiat of cash, Class A Common Stock and a new sefiesdeemable Preferred Stock. U,
completion of this acquisition, which is expectadhie second quarter of 1999, the Company will leveualized revenues of over $1.2
billion.
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EXHIBIT 10.29
CREDIT AGREEMENT

This Credit Agreement (this "Agreement”) dated Nober 23, 1998 is entered into between LITHIA MOTOQREC., an Oregon corporatic
("Borrower") and FORD MOTOR CREDIT COMPANY, a Delave corporation ("Lender"). The parties hereto agrefollows:

Borrower has requested Lender to extend a revoluiegof credit to Borrower in the principal amountt to exceed $75,000,000.00 (the
"Loan") in order to fund dealership acquisitions.

Lender is willing to make the Loan to Borrower pided that Borrower grants to Lender a securityrggein the Collateral and provides such
other security as required by this Agreement aatlBorrower complies with the conditions precedamd other terms and conditions of this
Agreement and the Security Documents (as definegirfe

Now therefore, in consideration of the promisevetrants and undertakings set forth herein and gibed and valuable consideration,
receipt and sufficiency of which is hereby acknalged by the parties hereto, Lender and Borrowezthyeagree as follows:

1. DEFINITIONS

1.1 The following terms used in this Agreement khave the following meanings, applicable bothhe singular and the plural forms of the
terms defined.

(a) "ACQUISITION" means any transaction, or anyieeof related transactions, consummated on or ditedate of this Agreement, by
which the Borrower or a subsidiary holding compéhacquires any going business or all or substtiptall of the assets of any automobile
dealership and/or related operations (e.g. bodp shnd service repair centers), whether throughhase of assets, merger or otherwise or (ii)
directly or indirectly acquires (in one transactmmas the most recent transaction in a seriesmn$actions) at least a majority (in number of
votes) of the securities of such a corporation Whiave ordinary voting power for the election akdtors (other than securities having such
power only by reason of the happening of a contiogeor a majority (by percentage of voting powafjhe outstanding equity interests of
such an entity.

(b) "ACQUISITION DOCUMENTS" means all documentsstruments and agreements entered into in connegttrany Acquisition.
(c) "ADVANCE" means any loan made by the Lenderem@ECTION 2.1 hereof.

(d) "AFFILIATE" of any Person means any other Pardorectly or indirectly controlling, controlled yr under common control with such
Person. A Person shall be deemed to control an8tesion if the controlling Person is the "beneficianer” (as defined in Rule 13d-3 under
the Securities Exchange Act of 1934) of greaten finge percent (5%) or more of any class of votsegurities (or other voting interests) of
controlled Person or possesses, directly or inthjrethe power to direct or cause the directionh& management or policies of the controlled
Person, whether through ownership of Capital Stbglgontract or otherwise.

(e) "AGREEMENT" means this Agreement, as it mayabeended, restated or otherwise modified and irceffem time to time.

(f) "AGREEMENT ACCOUNTING PRINCIPLES" means gendyadccepted accounting principles in effect fromdito time, applied in a
manner consistent with that used in preparing ithential statements referred to in
SECTION 5.1(A) hereof, PROVIDED, HOWEVER, all PR@RMA financial



statements reflecting Acquisitions shall be prepaneaccordance with the requirements establislyetido Commission for acquisition
accounting for reporting acquisitions by public ganies (whether or not such Acquisitions are reglio be publicly reported).

(9) "APPLICABLE COMMERCIAL PAPER RATE" means the @mnercial Paper Rate PLUS three percent (3.0%) maura.

(h) "ASSET SALE" means, with respect to any Persioa sale, lease, conveyance, disposition or ataesfer by such Person of any of its
assets (including by way of a sale-leaseback trdiosaand including the sale or other transferrof af the Equity Interests of any Subsidiary
of such Person).

(i) "AUTHORIZED OFFICER" means any of the chief ex#ive officer, president, chief financial officerVice President of Accounting of
the Borrower, acting singly.

()) "BENEFIT PLAN" means a defined benefit plandefined in Section 3(35) of ERISA (other than a tiamployer Plan) in respect of
which the Borrower or any other member of the Gated Group is, or within the immediately precedsig (6) years was, an "employer" as
defined in Section 3(5) of ERISA.

(k) "BORROWER GUARANTY" means that certain Guaragrdgted as of even date herewith, pursuant to whielBorrower guaranties all
Lithia Dealership obligations arising under any Wésale Line, as it may be amended, restated orwibe modified and in effect from time
to time.

() "BORROWER PLEDGES" means each of (i) that darledge Agreement, dated as of even date hergeinotin the Borrower to the
Lender pursuant to which the Borrower pledges thpit@al Stock of certain corporate Subsidiariest asay be amended, restated or othen
modified and in effect from time to time, (ii) thet¢rtain Pledge Agreement, dated as of even dagevite, from the Borrower to the Lender
pursuant to which the Borrower pledges the Cafitatk of certain limited liability company Subsides, as it may be amended, restated or
otherwise modified and in effect from time to tiaued

(iii) any other pledge of Capital Stock deliveregddmember of the Lithia Group from time to timethe Lender.

(m) "BORROWER SECURITY AGREEMENT" means that cent8iecurity Agreement, dated as of even date hdrefsitm the Borrower to
the Lender pursuant to which the Borrower pleddkedfats assets to secure the Obligations hereuadd the obligations of each Lithia
Dealership under any Wholesale Line provided byl#meder to such Lithia Dealership, as it may be rzaed, restated or otherwise modified
and in effect from time to time.

(n) "CAPITAL EXPENDITURES" means, for any periotigtaggregate of all expenditures (other than imeotion with Permitted
Acquisitions), whether paid in cash or accruedasilities, including Capitalized Lease Obligatiphy the Borrower and its Subsidiaries
during that period that, in conformity with Agreemdé ccounting Principles, are required to be ineldidn or reflected by the property, plant,
equipment or similar fixed asset accounts refleatdtie consolidated balance sheet of the Borr@merits Subsidiaries.

(0) "CAPITAL STOCK" means (i) in the case of a coration, corporate stock, (ii) in the case of asoagtion or business entity, any and all
shares, interests, participations, rights or o#fygrivalents (however designated) of corporate st@ckin the case of a partnership, partner.
interests (whether general or limited), (iv) in ttese of a limited liability company, any and a#émmbership interests or other equivalents
(however designated) and (v) any other interegpiagticipation that confers on a Person the riglieteive a share of the profits and losses of,
or distributions of assets of, the issuing Person.



(p) "CAPITALIZED LEASE" of a Person means any lea$@roperty by such Person as lessee which woeilchpitalized on a balance sheet
of such Person prepared in accordance with AgreeA®rounting Principles.

(q) "CAPITALIZED LEASE OBLIGATIONS" of a Person maa the amount of the obligations of such Persoru@apitalized Leases
which would be capitalized on a balance sheet df fterson prepared in accordance with Agreementuxeing Principles.

(r) "CASH EQUIVALENTS" means (i) marketable direathligations issued or unconditionally guaranteedhgyUnited States government
and backed by the full faith and credit of the ddiStates government; (ii) domestic and Eurodobatificates of deposit and time deposits,
bankers' acceptances and floating rate certifiaztegposit issued by any commercial bank organizeter the laws of the United States, any
state thereof, the District of Columbia, or itsfrhes or agencies; (i) shares of money marketuatwr similar funds having assets in exc

of $100,000,000 and the investments of which an@éid to investment grade securities (i.e., seiesritated at least BAA by Moody's
Investors Service, Inc. or at least BBB by StandaRbor's Corporation); (iv) commercial paper ofitéd States and foreign banks and bank
holding companies and their subsidiaries and Uritiades and foreign finance, commercial industriaitility companies which, at the time

of acquisition, are rated A-1 (or better) by Stadd&a Poor's Ratings Group or P-1 (or better) by Mge Investors Services, Inc.; (v)
corporate bonds, mortgage-backed securities andcipahbonds in each case of a domestic issued i@téhe date of acquisition not less than
AAA by Moody's Investor Services, Inc. or AAA bydsidard & Poor's Corporation with maturities of norenthan two (2) years from the
date of acquisition; and (vi) money market fundthwespect to which not less than 90% of such famdsnvested in the type of investments
specified in clauses (i) through (v) above; PROVIDEnNIless the context otherwise requires, thatrthturities of such Cash Equivalents s
not exceed 365 days.

(s) "CHANGE OF CONTROL" means an event or serieswants by which:

(i) Lithia Holding Company, L.L.C. ceases to owirgedtly or indirectly, more than 51.0% of the vajipower of the Borrower's Capital Stock
ordinarily having the right to vote at an electimfrdirectors or the Principalceases to control igitHolding Company, L.L.C.;

(i) during any period of 24 consecutive calendamnihs, individuals:
(a) who were directors of the Borrower on the fitay of such period, or

(b) whose election or nomination for election te tioard of directors of the Borrower was recommdrateapproved by at least a majority of
the directors then still in office who were direst@f the Borrower on the first day of such periodwhose election or nomination for elect
was so approved, shall cease to constitute a mmaffrthe board of directors of the Borrower;

(iii) the Borrower consolidates with or merges iatwother corporation or conveys, transfers or eafieor substantially all of its property to
any Person, or any corporation consolidates witmerges into the Borrower, in either event purst@uat transaction in which the outstanc
Capital Stock of the Borrower is reclassified oarded into or exchanged for (A) cash or Cash Edprésior (B) securities, and the holders
of the Capital Stock in the Borrower immediateljopto such transaction do not, as a result of starsaction, own, directly or indirectly,
more than fifty percent (50%) of the combined vgtpower of the Borrower's Capital Stock or the @dtock of its successor entity in such
transaction; or

(iv) Borrower ceases to own, directly or indirec®p.0% of any Subsidiary;
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(t) "CHARTER DOCUMENTS" means (i) in the case af@poration, such entity's articles of incorporatamd by-laws, (ii) in the case of a
limited liability company, such entity's articlesarganization and operating agreement or equivdlewever designated), (iii) in the case of
a partnership, such entity's partnership agreepreequivalent (however designated) and (iv) inadhse of an association or other business
entity not described above, such entity's foundioguments (however designated).

(u) "CODE" means the Internal Revenue Code of 188@&mended, reformed or otherwise modified frone tio time, or any successor
statute.

(v) "COLLATERAL" means all property and interestsgroperty now owned or hereafter acquired by tbedver or any of its Subsidiaries
in or upon which a security interest, lien or magg is granted to the Lender, whether under theoB@r Security Agreement, under any of
the other Collateral Documents or under any ofoter Loan Documents.

(w) "COLLATERAL DOCUMENTS" means all agreementsstiruments and documents executed in connectionthigirAgreement that are
intended to create or evidence Liens to secur®fiigiations and all Floor Plan Indebtedness, incigdwithout limitation, the Borrower
Security Agreement, the Borrower Pledges, the slidnyi holding company pledges, each Dealership iggddgreement and all other
security agreements, mortgages, deeds of trust,dgeeements, notes, guaranties, subordinatioragms, pledges, powers of attorney,
consents, assignments, contracts, fee lettergasotieases, financing statements and all othétewnnatter whether heretofore, now, or
hereafter executed by or on behalf of the Borroaveany of its Subsidiaries and delivered to thedegntogether with all agreements and
documents referred to therein or contemplated byere

(x) "COMMERCIAL PAPER RATE" means the interest ré&be "1-Month Finance Paper Placed Directly" unter column entitled "Week
Ending" for the Friday preceding the last Mondayafalendar month as reported in the Federal Re&iatistical Release No. H.15 (519)
issued by the Federal Reserve Board. In the eveht Release is discontinued or modified to elingrthe reporting of a 30-day commercial
paper rate, then Lender will substitute, in itsestiscretion, a comparable report or release oBthday commercial paper rate published by a
comparable source.

(y) "COMMISSION" means the Securities and Excha@genmission and any Person succeeding to the furgctieereof.
(z) "COMMITMENT" means $75,000,000 MINUS the amowitany Decision Reserve, if any, in effect fromeito time.

(aa) "CONSOLIDATED NET WORTH" means, at a particuate, the amount by which the total consolidatesets (other than amounts for
Equipment and real estate) of the Borrower andatsolidated Subsidiaries exceeds the total categeli liabilities (other than liabilities for
Equipment and real estate) of the Borrower anddtsolidated Subsidiaries.

(bb) "CONTAMINANT" means any waste, pollutant, hedaus substance, toxic substance, hazardous vgasteial waste, petroleum or
petroleum-derived substance or waste, asbestogtpotinated biphenyls ("PCBS"), or any constituehany such substance or waste, and
includes but is not limited to these terms as a@efim Environmental, Health or Safety Requiremeffitsaw.

(cc) "CONTINGENT OBLIGATION", as applied to any Ben, means any Contractual Obligation, contingewotlerwise, of that Person
with respect to any Indebtedness of another orathkgation or liability of another, including, thiout limitation, any such Indebtedness,
obligation or liability of another directly or ingictly guaranteed, endorsed (otherwise than fdectdn or
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deposit in the ordinary course of business), coeradliscounted or sold with recourse by that Rergpin respect of which that Person is
otherwise directly or indirectly liable, includir@ontractual Obligations (contingent or otherwisgdiag through any agreement to purchase,
repurchase, or otherwise acquire such Indebtedabbgation or liability or any security therefan; to provide funds for the payment or
discharge thereof (whether in the form of loansaades, stock purchases, capital contributiongtm@raise), or to maintain solvency, assets,
level of income, or other financial condition, orrhake payment other than for value received.

(dd) "CONTRACTUAL OBLIGATION", as applied to any Psn, means any material provision of any equitgledst securities issued by tl
Person or any material indenture, mortgage, deédisti, security agreement, pledge agreement, gtyareontract, undertaking, agreement or
instrument, in each case in writing, to which tRatson is a party or by which it or any of its s is bound, or to which it or any of its
properties is subject.

(ee) "CONTRIBUTION AGREEMENT" means that certainr@ibution Agreement, dated as of even date hehga# it may be amended,
restated or otherwise modified and in effect frametto time.

(ff) "CONTROLLED GROUP" means the group consistofdi) any corporation which is a member of the sarantrolled group of
corporations (within the meaning of Section 414(bjhe Code) as the Borrower; (ii) a partnershipthier trade or business (whether or not
incorporated) which is under common control (wittie meaning of Section 414(c) of the Code) withBorrower; and (iii) a member of the
same affiliated service group (within the meanif&ection 414(m) of the Code) as the Borrower, esnporation described in CLAUSE (I)
above or any partnership or trade or business ithescin CLAUSE (II) above.

(gg) "CONTROLLED SUBSIDIARY" of any Person mean$uabsidiary of such Person (i) 80% or more of thal tBquity Interests or other
ownership interests of which (other than directqusllifying shares) shall at the time be owneduwhsPerson or by one or more wholly-
owned Subsidiaries of such Person and (ii) of wkiath Person possesses, directly or indirectlyptiveer to direct or cause the direction of
the management or policies, whether through theeosttip of voting securities, by agreement or othezw

(hh) "CURRENT ASSETS" means, at a particular dallemounts which would, in conformity with Agreemé\ccounting Principles, be
included under current assets on a balance shegsash date.

(i) "CURRENT LIABILITIES" means, at a particulamte, all amounts which would, in conformity with ieg@ment Accounting Principles,
included under current liabilities on a balanceestzes at such date.

(i) "CUSTOMARY PERMITTED LIENS" means:

(i) Liens (other than Environmental Liens, liendawor of the IRS and liens in favor of the PBGGdhwespect to the payment of taxes,
assessments or governmental charges in all casels arfe not yet due or (if foreclosure, distras#le or other similar proceedings shall not
have been commenced) which are being contesteabith fgith by appropriate proceedings properly iostd and diligently conducted and
with respect to which adequate reserves or othgmogpiate provisions are being maintained in acancg with Agreement Accounting
Principles;

(i) statutory Liens of landlords and liens of slipgs, mechanics, carriers, materialmen, warehoasesn workmen and other similar liens
imposed by law created in the ordinary course airiess for amounts not yet due or which are beimgested in good
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faith by appropriate proceedings properly instidused diligently conducted and with respect to Wrdadequate reserves or other appropriate
provisions are being maintained in accordance Wiileement Accounting Principles;

(iii) liens (other than Environmental liens, lieinsfavor of the IRS and liens in favor of the PBA@urred or deposits made, in each case, in
the ordinary course of business in connection wibhker's compensation, unemployment insurancetardypes of social security benefits

to secure the performance of bids, tenders, sadegracts (other than for the repayment of borromedey), surety, appeal and performance
bonds; PROVIDED that (A) all such liens do notlie aggregate materially detract from the valudefBorrower's or such Subsidiary's
assets or property taken as a whole or materiapair the use thereof in the operation of the leesas taken as a whole, and (B) with res

to liens securing bonds to stay judgments or imeation with appeals do not secure at any timeggnegate amount exceeding $250,000;

(iv) liens arising with respect to zoning restiicts, easements, licenses, reservations, covemnights-of-way, utility easements, building
restrictions and other similar charges or encunt®sion the use of real property which do not in@ase materially detract from the value of
the property subject thereto or interfere with dindinary conduct of the business of the Borrowearoy of its Subsidiaries;

(v) liens of attachment or judgment with respequtigments, writs or warrants of attachment, orilsinprocess against the Borrower or any
of its Subsidiaries which do not constitute an EvdrDefault under SECTION 6.1(H) hereof; and

(vi) any interest or title of the lessor in the peoty subject to any operating lease entered iptilvé Borrower or any of its Subsidiaries in the
ordinary course of business.

(kk) "DEALERSHIP GUARANTORS" means each Lithia Desdhip, Lithia Financial Corporation and Lithia REatate, Inc., providing a
Dealership Guaranty and/or a Dealership Securitie@igent to the Lender, and their respective suoceasd assigns.

(I "DEALERSHIP GUARANTY" means that certain Deadhip Guaranty in the form attached hereto as Eix@ii, provided by a Lithia
Dealership to the Lender, as the same may be amemdelified, supplemented and/or restated, and afféct from time to time.

(mm) "DEALERSHIP SECURITY AGREEMENT" means any SeguAgreement in the form attached hereto as Exliikl, pursuant to
which a Lithia Dealership grants the Lender a securterest in all of its assets, as the same begmended, modified, supplemented and/or
restated, and as in effect from time to time.

(nn) "DISQUALIFIED STOCK" means any Capital Stotlat, by its terms (or by the terms of any security which it is convertible or for
which it is exchangeable), or upon the happeningngfevent, matures or is mandatorily redeemablesyant to a sinking fund obligation or
otherwise, or redeemable at the option of the hdlgreof, in whole or in part, on or prior to tiiate that is 91 days after the Termination
Date.

(00) "DOL" means the United States Department dfdraand any Person succeeding to the functionsdfier

(pp) "EBITDA" means, for any period, on a consal@hbasis for the Borrower and its Subsidiaries,sihm of the amounts for such period,
without duplication, of:

(i) Net Income,



PLUS (ii) Interest Expense,
PLUS (iii) charges against income for foreign, fedestate and local taxes, to the extent deduatedmputing Net Income,
PLUS (iv) depreciation expense, to the extent desglim computing Net Income,

PLUS (v) amortization expense, including, withdatitation, amortization of goodwill, other intandgbassets and Transaction Costs, to the
extent deducted in computing Net Income,

PLUS (vi) other non-cash charges classified as-tengm deferrals in accordance with Agreement ActiogrPrinciples, to the extent
deducted in computing Net Income,

MINUS (vii) all extraordinary gains (and any nonueing unusual gains arising in or outside of tha@irmary course of business not include
extraordinary gains determined in accordance wigheAment Accounting Principles which have beeruihed] in the determination of Net
Income).

EBITDA shall be calculated for any period by indhglthe actual amount for the applicable periodirgdn such day, including the EBITL
attributable to Permitted Acquisitions occurringidg such period on a PRO FORMA basis for the mefiom the first day of the applicable
period through the date of the closing of each RegchAcquisition, utilizing (a) where available @quired pursuant to the terms of this
Agreement, historical audited and/or reviewed uitaddinancial statements obtained from the sellesken down by fiscal quarter in the
Borrower's reasonable judgment or (b) unauditeainfiial statements (where no audited or reviewaahfifal statements are required pursuant
to the terms of this Agreement) reviewed internbijythe Borrower, broken down in the Borrower'sstaeable judgment.

(qq) "EBITDAR" means, for any period, on a consati&h basis for the Borrower and its Subsidiaries.sum of the amounts for such period,
without duplication, of (i) EBITDA and (ii) Rentals

(rr) "ENVIRONMENTAL, HEALTH OR SAFETY REQUIREMENTSOF LAW" means all Requirements of Law derived fronrelating to
federal, state and local laws or regulations ne¢atd or addressing pollution or protection of #myironment, or protection of worker healtf
safety, including, but not limited to, the Compresige Environmental Response, Compensation andlityafdct, 42 U.S.C. Section 9601 E
SEQ., the Occupational Safety and Health Act of012B U.S.C. Section 651 ET SEQ., and the Resdbocservation and Recovery Act of
1976, 42 U.S.C. Section 6901 ET SEQ., in each icaseding any amendments thereto, any successmtestaand any regulations or
guidance promulgated thereunder, and any statecal équivalent thereof.

(ss) "ENVIRONMENTAL PROPERTY TRANSFER ACT" meansyaspplicable requirement of law that conditionstriets, prohibits or
requires any notification or disclosure triggergdtoe closure of any property or the transfer, sallease of any property or deed or title for
any property for environmental reasons, includimg, not limited to, any so-called "Industrial SRecovery Act" or "Responsible Property
Transfer Act."

(tt) "EQUIPMENT" means all of the Borrower's anatkdealership Guarantor's present and future funaitmachinery, service vehicles,
supplies and other equipment and any and all



accessions, parts and appurtenances attached o tivey/foregoing or used in connection therewattd any substitutions therefor and
replacements, products and proceeds thereof.

(uu) "EQUITY INTERESTS" means Capital Stock andvedirrants, options or other rights to acquire Ga8tock (but excluding any debt
security that is convertible into, or exchangedbte Capital Stock).

(vv) "ERISA" means the Employee Retirement Incoraeusity Act of 1974, as amended from time to timeuding (unless the context
otherwise requires) any rules or regulations prgamgd thereunder.

(ww) "FAIR VALUE" means (a) with respect to the Gp Stock of the Borrower, the closing price foch Capital Stock on the trading date
immediately preceding the date of the applicabtp@ition agreement; and (b) with respect to otiemets, the value of the relevant asset
the date of acquisition or sale determined in amsatength transaction conducted in good faith leetwan informed and willing buyer and an
informed and willing seller under no compulsiorbtgy.

(xx) "FLOOR PLAN INDEBTEDNESS" means any and atis, advances, debts, liabilities and obligatiomsg by a Lithia Dealership to
the Lender of any kind or nature, present or fytarising under a Wholesale Line whether or notlenced by any note, guaranty or other
instrument, whether or not for the payment of momayether arising by reason of an extension ofitrksin, guaranty, indemnification, or
any other manner, whether direct or indirect (idohg those acquired by assignment), absolute dirggmt, due or to become due, now
existing or hereafter arising and however acquifée: term includes, without limitation, all intetesharges, expenses, fees, attorneys' fees
and disbursements, paralegals' fees (in each dasther or not allowed), and any other sum charge@hthe Borrower or a Lithia Dealership
under any Wholesale Line.

(yy) "HEDGING OBLIGATIONS" of a Person means anydaall obligations of such Person, whether absautgontingent and howsoever
and whensoever created, arising, evidenced or memtj(including all renewals, extensions and modifans thereof and substitutions
therefor), under (i) any and all agreements, devarearrangements designed to protect at leasbfothe parties thereto from the fluctuations
of interest rates, exchange rates or forward i@bpticable to such party's assets, liabilitiesxahange transactions, including, but not limited
to, dollar-denominated or cross-currency interatd exchange agreements, forward currency exclegrgements, interest rate cap or collar
protection agreements, forward rate currency @r@st rate options, puts and warrants, and (ii)aardyall cancellations, buy backs, reversals,
terminations or assignments of any of the foregoing

(zz) "INDEBTEDNESS" of any Person means, withoupldation, such Person's (a) obligations for boedwnoney, (b) obligations
representing the deferred purchase price of prpperservices (other than accounts payable arisitige ordinary course of such Person's
business payable on terms customary in the tréchedbligations, whether or not assumed, secureliehg or payable out of the proceeds or
production from property or assets now or hereaftened or acquired by such Person, (d) obligatwinigh are evidenced by notes,
acceptances or other instruments, (e) Capitalizsbé& Obligations, (f) reimbursement obligation$dwétspect to letters of credit (other than
commercial letters of credit) issued for the acdamfrsuch Person,

(g) Hedging Obligations, (h) Off Balance Sheet llitibs and (i) Contingent Obligations in respetbbligations of another Person of the t
described in the foregoing clauses (a) throughTh& amount of Indebtedness of any Person at aeysthall be without duplication (i) the
outstanding balance at such date of all unconditiohligations as described above and the maxinmfoility of any such Contingent
Obligations at such date and (ii) in the case débiedness of others secured by a lien to whicpribygerty or assets owned or held by such
Person is subject, the lesser of the fair markketevat such date of any asset subject to a liemrsecthe Indebtedness of others and the
amount of the Indebtedness secured.



(aaa) "INTEREST EXPENSE" means, for any period tthel interest expense of the Borrower and itssotidated Subsidiaries, whether p
or accrued (including the interest component ofitaéiped Leases, commitment and letter of credésjebut excluding interest expense not
payable in cash (including amortization of discQuall as determined in conformity with Agreemerdcaunting Principles.

(bbb) "INVENTORY" shall mean any and all motor velbs, tractors, trailers, service parts and aceessand other inventory of the
Borrower and each Dealership Guarantor.

(ccc) "INVESTMENT" means, with respect to any Perg@ any purchase or other acquisition by thasBe of any Indebtedness, Equity
Interests or other securities, or of a benefigitdriest in any Indebtedness, Equity Intereststogratecurities, issued by any other Person, (ii)
any purchase by that Person of all or substantéllgf the assets of a business conducted by an&#rson, and (iii) any loan, advance (other
than deposits with financial institutions availafide withdrawal on demand, prepaid expenses, adsaeceivable, advances to employees
similar items made or incurred in the ordinary seuof business) or capital contribution by thasBerto any other Person, including all
Indebtedness to such Person arising from a saleopkrty by such Person other than in the ordisanrse of its business.

(ddd) "IRS" means the Internal Revenue ServiceaarydPerson succeeding to the functions thereof.

(eee) "LITHIA DEALERSHIP" means any Subsidiary deahip and/or related body shop or service repaites owned, operated or acqui
by the Borrower or any Subsidiary of the Borrower.

(fff) "LITHIA GROUP" means each of the Borrower aadch Subsidiary of the Borrower.
(gg9) "LITHIA GUARANTIES" means each of the Borrom@uaranty, each Dealership Guaranty and the Gutioin Agreement.

(hhh) "LOAN DOCUMENTS" means this Agreement, thet®Jdhe Lithia Guaranties, the Collateral Documemis all other documents,
instruments and agreements executed in connettgawith or contemplated thereby, as the same mayrtended, restated or otherwise
modified and in effect from time to time.

(iii) "MAINETENANCE CAPITAL EXPENDITURES" shall hae the meaning set forth in Section 5.4 (d).

(i) "MAJORITY ACQUISITION" means any Acquisitionf Equity Interests of an entity, in which Borrowsmot permitted to hold !00% of
such Equity Interest because if limitations impobgdhe relevant automotive manufacture's francaggeement.

(kkk) "MARGIN STOCK" shall have the meaning ascdide such term in Regulation U.

(Il "MATERIAL SUBSIDIARY" means (a) any "Signifiant Subsidiary" as defined in Regulation S-X isspesuant to the Securities Act
and the Exchange Act and (b) any other SubsidifitigeoBorrower which at any time comprises fiveqagrt (5%) or more of the Borrower's
Tangible Base Capital.

(mmm) "MAXIMUM RATE" means the maximum nonusurioinderest rate under applicable law.
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(nnn) "MINORITY HOLDER" means any holder of an Egyuinterest in a Subsidiary which such Equity Iettrmay not exceed 20% of the
Capital Stock of such Subsidiary.

(000) "MULTI-EMPLOYER PLAN" means a "Multi-employd?lan” as defined in
Section 4001(a)(3) of ERISA which is, or within tinemediately preceding six
(6) years was, contributed to by either the Bornoareany member of the Controlled Group.

(ppp) "NET CASH" means the value of (A) the diffece between (i) the inventory of Borrower and itbS§idiaries, including new vehicles
and demonstration vehicles, less (ii) the outstagétidebtedness owed by Borrower and its Subsatiddr such new vehicles and
demonstration vehicles plus (B) cash of Borrowet ias Subsidiaries (C) receivables of Borrowers ism&ubsidiaries for new finance
contracts, plus (D) vehicle account receivable ofrBwer and its Subsidiaries (E) holdbacks of Bawpand its Subsidiaries, less (F)
customer deposits, less (G) the sum of one monthsipal payments on all outstanding Indebtedné®oorower of its Subsidiaries, less (H)
accommodations of Borrower and its SubsidiarieaBrage monthly expenses of Borrower and its 8lidsgss, less (J) net cash excess of
Borrower and its Subsidiaries; as these terms efieatl and reported on Borrower's and/or its Sudses Ford Motor Company Dealer
Financial Statement and determined in accordanteAgreement Accounting Principals.

(qqg) "NET INCOME" means, for any period, the natréngs (or loss) after taxes of the Borrower dadGubsidiaries on a consolidated basis
for such period taken as a single accounting peteidrmined in conformity with Agreement Accountifdnciples.

(rrr) "NOTE" means that certain promissory notestbstantially the form of EXHIBIT A hereto, dulyexuted by the Borrower and payable
to the order of the Lender in the amount of $75,000.00 including any amendment, restatement, rivadiibn, renewal or replacement
thereof.

(sss) "OBLIGATIONS" means all Advances, debts,iliibs, obligations, covenants and duties owingtiy Borrower or a Lithia Dealership

to the Lender or any Indemnitee, of any kind ounatpresent or future, arising under this Agreedntbe Note, the Collateral Documents or
any other Loan Document, whether or not evidengeary note, guaranty or other instrument, whethmerod for the payment of money,
whether arising by reason of an extension of créahin, guaranty, indemnification, or in any oth&nner, whether direct or indirect

(including those acquired by assignment), absautsontingent, due or to become due, now existimigeoeafter arising and however
acquired. The term includes, without limitation,iaterest, charges, expenses, fees, attorneysafee disbursements, paralegals' fees (in eact
case whether or not allowed), and any other sungelahle to the Borrower or a Lithia Dealership urties Agreement or any other Loan
Document.

(ttt) "OFF BALANCE SHEET LIABILITIES" of a Person gans (a) any repurchase obligation or liabilitgoth Person or any of its
Subsidiaries with respect to accounts or notesveblke sold by such Person or any of its Subsid&irfb) any liability under any sale and
leaseback transactions which do not create aitiabih the consolidated balance sheet of such Befspany liability under any financing

lease or so-called "synthetic" lease transactiofgoany obligations arising with respect to atlyes transaction which is the functional
equivalent of or takes the place of borrowing bhtol does not constitute a liability on the condated balance sheets of such Person and its
Subsidiaries.

(uuu) "OTHER FLOOR PLAN INDEBTEDNESS" means loawances, debts, liabilities and obligations owiggal_ithia Dealership to a
floor plan lender for the financing of new vehialeentory.
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(vwv) "PAYMENT DATE" means the fifteenth day of dacalendar month, PROVIDED, HOWEVER if such danas a business day, then
the Payment Date shall be the next succeeding éssisiay following such fifteenth day.

(www) "PBGC" means the Pension Benefit GuarantypGmation, or any successor thereto.

(xxx) "PERMITTED EXISTING INDEBTEDNESS" means thedebtedness of the Borrower and its Subsidiariestified as such on
SCHEDULE 1 to this Agreement.

(yyy) "PERMITTED EXISTING INVESTMENTS" means thevastments of the Borrower and its Subsidiariestitied as such on
SCHEDULE 2 to this Agreement.

(zzz) "PERMITTED EXISTING LIENS" means the Liens assets of the Borrower and its Subsidiaries ifledtas such on SCHEDULE 3
to this Agreement.

(aaaa) "PERMITTED REFINANCING INDEBTEDNESS" meams/aeplacement, renewal, refinancing or extensioeng Indebtedness
permitted by this Agreement that (i) does not egdbe aggregate principal amount (plus associatesl dnd expenses) of the Indebtedness
being replaced, renewed, refinanced or extend@dio@s not rank at the time of such replacememigwal, refinancing or extension senior to
the Indebtedness being replaced, renewed, refidascextended, and (iii) does not contain termslgiding, without limitation, terms relatir
to security, amortization, interest rate, premiufass, covenants, event of default and remediesrialy less favorable to the Borrower ol
the Lender than those applicable to the Indebtedbeisig replaced, renewed, refinanced or extended.

(bbbb) "PERSON" means any individual, corporatiinm, enterprise, partnership, trust, incorporadedinincorporated association, joint
venture, joint stock company, limited liability cpany or other entity of any kind, or any governmanpolitical subdivision or any agency,
department or instrumentality thereof.

(ccec) "PLAN" means an employee benefit plan defimeSection 3(3) of ERISA in respect of which Be&rower or any member of the
Controlled Group is, or within the immediately pedang six (6) years was, an "employer" as defime8eaction 3(5) of ERISA.

(dddd) "PRINCIPAL" means Sidney B. DeBoer or a &$s0r, Or successors, reasonably acceptable tet.end

(eeee) "RECEIVABLE(S)" means and includes all & Borrower's and each Dealership Guarantor's pilgseasting and hereafter arising
or acquired accounts, contract rights, chattel papstruments, notes, letters of credit, documeidsuments of title, investment property,
deposit accounts, other bank accounts, generalgitiies, tax refunds and other obligations of tipiedsons of any kind, now or hereafter
existing, whether arising out of or in connectioitivthe sale or lease of goods, the rendering wices or otherwise, and all rights now or
hereafter existing in and to all security agreemedeases, and other contracts securing or othemelating to any such accounts, contract
rights, chattel paper, instruments, notes, lettésedit, documents, documents of title, investtp@operty, deposit accounts, other bank
accounts, general intangibles, tax refunds or akitigs of third persons.

(ffff) "REGULATION T" means Regulation T of the Bahof Governors of the Federal Reserve Systemoas fime to time in effect and any
successor or other regulation or official interptiein of said Board of Governors relating to theeazion of credit by and to brokers and
dealers of securities for the purpose of purchasimzarrying margin stock (as defined therein).
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(gggg) "REGULATION U" means Regulation U of the Bo@f Governors of the Federal Reserve Systemoas fime to time in effect and
any successor or other regulation or official iptetation of said Board of Governors relating @ éxtension of credit by banks for the
purpose of purchasing or carrying Margin Stock &ple to member banks of the Federal Reserve Byste

(hhhh) "REGULATION X" means Regulation X of the Bdaf Governors of the Federal Reserve Systemoas fime to time in effect and
any successor or other regulation or official iptetation of said Board of Governors relating @ éxtension of credit by foreign lenders for
the purpose of purchasing or carrying margin s{@skdefined therein).

(iiii) "RELATED PARTY" with respect to the Principaneans (i) any spouse or immediate family memibsuoh Principal or (ii) any trust,
corporation, partnership or other entity, the bemafes, stockholders, partners, owners or Perbensficially holding the outstanding Equity
Interest of which consist of such Principal andfech other Persons referred to in the immediatedgqaling clause (i).

(i) "RELEASE" means any release, spill, emissitgaking, pumping, injection, deposit, dispos#@ctarge, dispersal, leaching or migration
into the indoor or outdoor environment, includihg movement of Contaminants through or in thesaiit, surface water or groundwater.

(kkkk) "RENTALS" of a Person means the aggregatediamounts payable by such Person under any éégeesonal property but does not
include any amounts payable under Capitalized lseafsuch Person.

() "REPORTABLE EVENT" means a reportable evestdefined in Section 4043 of ERISA and the regpratissued under such section,
with respect to a Plan, excluding, however, suaneyas to which the PBGC by regulation waived&ggirement of Section 4043(a) of
ERISA that it be notified within 30 days after sumrent occurs, PROVIDED, HOWEVER, that a failurereet the minimum funding
standards of Section 412 of the Code and of Se80@wof ERISA shall be a Reportable Event regasdééshe issuance of any such waive
the notice requirement in accordance with eithetiSe 4043(a) of ERISA or Section 412(d) of the €od

(mmmm) "RESTRICTED DEALERSHIP" means any Lithia [eahip, the franchise agreement with respect thvbontains restrictions ¢
such Lithia Dealership's ability to pledge its asses collateral for the Obligations.

(nnnn) "RESTRICTED PAYMENT" means (i) any divideadother distribution, direct or indirect, on acabof any Equity Interests of the
Borrower now or hereafter outstanding, except &divd payable solely in the Borrower's Capital 8t@@ther than Disqualified Stock) or in
options, warrants or other rights to purchase taital Stock, (i) any redemption, retirement,ghase or other acquisition for value, direct
or indirect, of any Equity Interests of the Borrowe any of its Subsidiaries now or hereafter @utding, other than in exchange for, or out of
the proceeds of, the substantially concurrent @&dleer than to a Subsidiary of the Borrower) ofestEquity Interests of the Borrower (other
than Disqualified Stock), and (iii) any paymeniaotlaim for the rescission of the purchase or sfler for material damages arising from the
purchase or sale of any Equity Interests of the®wer or any of the Borrower's Subsidiaries, oaafaim for reimbursement,

indemnification or contribution arising out of alated to any such claim for damages or rescission.

(0000) "REVOLVING CREDIT AVAILABILITY" means, at ap particular time, the amount by which the Committnat such time exceeds
the Revolving Credit Obligations at such time.

(ppppp) "REVOLVING CREDIT OBLIGATIONS" means, atwparticular time, the sum of the outstanding gpatamount of all Advance
at such time.
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(qqqq) "SCALED ASSETS" means with respect to thiki Group, the sum of (A) an amount equal to 75%he Lithia Group's Receivables
which constitute factory receivables, (B) an amaqual to 60% of the Lithia Group's Receivablesohltonstitute current finance
receivables, (C) an amount equal to 60% of theid i@roup's Receivables which constitute receivatdeparts and services (after netting .
amounts payable in connection with such parts andaes by any member of the Lithia Group), (D)aamount equal to 55% of the Lithia
Group's Inventory which constitutes parts and asmass, (E) an amount equal to 80% of the diffeedmetween (i) that portion of the Lithia
Group's Inventory which constitutes used vehiclas @) the amount of any Floor Plan Indebtedndsany member of the Lithia Group
incurred or available in connection with such ugeldicles, and (F) an amount equal to 45% of thierihce between (i) the value of the
Lithia Group's Equipment and (ii) the amount ofdbtedness of any member of the Lithia Group inclimeconnection with such Equipme
The value of the Lithia Group's Scaled Assets dfmltalculated by the Lender and shall be detemiiased on the financial statements and
monthly factory statements delivered to the Lemmasuant to

SECTION 5.1(A). Scaled Assets shall be measured te Effective Date and as of the end of eachraddr quarter.

(rrrr) "SECRETARY'S CERTIFICATE" with respect toyentity in the Lithia Group, means any certificadelivered by a secretary, assis
secretary, managing member, general partner of sntity which certifies (i) the names and true sigmes of the incumbent officers or
managers of such entity authorized to sign eachshetion Document to which it is a party and theeotlocuments to be executed
thereunder, (ii) a true and correct copy of sudityes Certificate of Incorporation, or similar ater document and all amendments thereto,
(iii) a true and correct copy of the by-laws or g@mgoverning document of such entity and all admants thereto, and (iv) a true and correct
copy of the resolutions of such entity's boardiofators or members approving and authorizing ttezetion, delivery and performance by
such entity of each Transaction Document to whiéh a party and the other documents to be exed¢h&dunder;

(ssss) "SINGLE EMPLOYER PLAN" means a Plan mairgdiby the Borrower or any member of the Controledup for employees of the
Borrower or any member of the Controlled Group.

(tttt) "SUBSIDIARY" of a Person means (i) any coration more than 50% of the outstanding securiigesng ordinary voting power of
which shall at the time be owned or controllededily or indirectly, by such Person or by one orenaf its Subsidiaries or by such Person
and one or more of its Subsidiaries, or (ii) angtipership, association, joint venture or similasiogss organization more than 50% of the
ownership interests having ordinary voting powewbfch shall at the time be so owned or controllgdless otherwise expressly provided,
all references herein to a "Subsidiary" shall me&ubsidiary of the Borrower. Provided, howeveat t1subsidiary” , shall not include Lithia
Financial Corporation or Lithia Real Estate, Inc.

(uuuu) "TANGIBLE BASE CAPITAL" means, at a partiemldate of calculation, the amount determined kyLi#nder to be equal to :
(i) Consolidated Net Worth
PLUS (ii) the sum of

(a) Indebtedness of the Borrower or its Subsidsatgeofficers of the Borrower, which Indebtednessubordinated in writing to the
Obligations on terms and conditions acceptabléed ender; and

(b) an amount equal to 64% of the LIFO reservel@srmined in accordance with Agreement Accounfrigciples) reflected on the
Borrower's balance sheet;
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MINUS
(iii) the sum of

(a) Receivables with respect to which the accoebtat is a director, officer, employee, Subsidiarffiliate of the Borrower or other
amounts (whether or not classified as Receivalites) Affiliates of the Borrower or its Subsidiariésther than those payable within 30 days
and incurred in the ordinary course of business); a

(b) that part of the Borrower's and its Subsid&fien a consolidated basis) capitalization or reseattributable to any writing up of book
values on any fixed assets after the date of thet negently delivered financial statements of tloerBwer and its Subsidiaries;

(c) the aggregate amount of the Borrower's anflutssidiaries Investments in Affiliates (other thiae Borrower's Subsidiaries);
(d) organizational expenses related to start-ugpefations with respect to the Borrower and itssRiiaries;

(e) goodwill and other intangible assets (as datexchin accordance with Agreement Accounting Pples);

(f) any amount paid to a third-party as considerafor no-competition agreements;

(9) the value of daily rental franchise paymentsienby the Borrower or its Subsidiaries under aapdhise agreements (net of any amounts
owed by a franchisor to Borrower or its Subsidigyjend

(h) other assets (including, without limitation;pdanes, cattle, etc.) not related to the operatifrthe Dealerships as automobile dealerships.

(vwwv) "TERMINATION DATE" means the earlier of (&vo (2) years after the date hereof and agreed thdLender and (b) the date of
termination of the Commitment pursuant to eitheSBICTION 2.3 or SECTION 7.1 hereof.

(wwww) "TERMINATION EVENT" means (i) a ReportablevEnt with respect to any Benefit Plan; (ii) thehditawal of the Borrower or ai
member of the Controlled Group from a Benefit Rlaning a plan year in which the Borrower or sucmt@alled Group member was a
"substantial employer" as defined in

Section 4001(a)(2) of ERISA or the cessation ofrapiens which results in the termination of empl&mof twenty percent (20%) of Benefit
Plan participants who are employees of the Borrawemy member of the Controlled Group; (iii) tiepiosition of an obligation on the
Borrower or any member of the Controlled Group urfskection 4041 of ERISA to provide affected partigiten notice of intent to termina
a Benefit Plan in a distress termination describeSlection 4041(c) of ERISA; (iv) the institutioy the PBGC of proceedings to terminate a
Benefit Plan; (v) any event or condition which ntighnstitute grounds under Section 4042 of ERISAHe Termination of, or the
appointment of a trustee to administer, any Bedéih; or (vi) the partial or complete withdrawétloe Borrower or any member of the
Controlled Group from a Multi-employer Plan.
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(xxxx) "TOTAL ADJUSTED DEBT" means, for any periodn a consolidated basis for the Borrower andutss&liaries, the amount of Total
Debt less any Floor Plan Indebtedness and lesgtedeess for Equipment and real estate.

(yyyy) "TOTAL DEBT" means, for any period, on a cmlidated basis for the Borrower and its Subsid&rihe sum of Indebtedness of the
Borrower and its Subsidiaries, other than Hedgibdjgations and other than Indebtedness for Equipiraed real estate.

(zzzz) "TRANSACTION COSTS" means the fees, costbeMpenses payable by the Borrower in connectidin the execution, delivery and
performance of the Transaction Documents.

(aaaaa) "TRANSACTION DOCUMENTS" means the Loan Duoents and the Acquisition Documents.

(bbbbb) "UNFUNDED LIABILITIES" means (i) in the ca®f Single Employer Plans, the amount (if anyltiych the present value of all
vested nonforfeitable benefits under all Single Exygr Plans exceeds the fair market value of alhdRlan assets allocable to such benefits,
all determined as of the then most recent valuataie for such Plans, and (i) in the case of Meittiployer Plans, the withdrawal liability t!
would be incurred by the Controlled Group if allmigers of the Controlled Group completely withdreanf all Multi-employer Plans.

(ccecec) "UNMATURED DEFAULT" means an event whichutlfor the lapse of time or the giving of notice bmth, would constitute an
Event of Default.

(ddddd) "UNRESTRICTED DEALERSHIP" means any Litllaalership other than a Restricted Dealership.
(eeeee) "WHOLESALE LINE" means any wholesale criaé made by the Lender to a Litiha Dealership.

Any accounting terms used in this Agreement whiehret specifically defined herein shall have treanmings customarily given them in
accordance with generally accepted accounting ipfeecin existence as of the date hereof.

1.2 REFERENCES. The existence throughout the Agee¢of references to the Borrower's Subsidiariésria matter of convenience only.
Any references to Subsidiaries of the Borrowerf@eh herein shall (i) with respect to represeitasi and warranties which deal with
historical matters be deemed to include each oStliesidiaries existing on the date hereof, anakigll not in any way be construed as
consent by the Lender to the establishment, maanmiemor acquisition of any Subsidiary, except ag atherwise be permitted hereunder.

1.3 EFFECTIVENESS OF THIS AGREEMENT. Upon the datition of all of the conditions precedent sethidrt SECTION 3.1 of this
Agreement (the date upon which such conditionsqutect are satisfied being hereinafter referrecgtiha "EFFECTIVE DATE"), this
Agreement shall become effective.
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2. THE LOAN

2.1 (a) ADVANCES. Upon the satisfaction of the citiotis precedent set forth in SECTIONS 3.1 and 8dn and including the date of this
Agreement and prior to the Termination Date, thadses shall, on the terms and conditions set fartthis Agreement, make Advances to the
Borrower from time to time, in an amount not to ead the Revolving Credit Availability at such tinRROVIDED, HOWEVER, at no time
shall the Revolving Credit Obligations exceed tlwmthitment at such time, and further provided thatcetime shall the aggregate amount of
Advances as Working Capital Funds exceed one hdrgirecent (100%) of the Scaled Assets value (a&sm@ied by Lender). Subject to the
terms of this Agreement, the Borrower may borraapay and reborrow Advances at any time prior toTl#enination Date. Any Advance of
Working Capital Funds of over $5,000,000.00 shalkhbject to Lender's prior written consent, whiohsent Lender may witheld for any
reason.

(b) CONVERSION. Subject to therequirements of Smrgi3.1 and 3.2, Borrower may elect, or Lender regyire Borrower to, convert all or
any portion of the principal balance outstandindamthe Loan on the anniversary date of this Agex@rand on the Maturity Date to a five
year amortizing loan. Either Borrower or Lendertlas case may be, shall notify the other partysoéiection no earlier than 90 days anc
later than 60 days prior to the anniversary dajthis Agreement or the Maturity Date, as the aasg be, of the amount of the outstanding
principal balance to be converted to a term loan.

2.2 OPTIONAL PAYMENTS; MANDATORY PREPAYMENTS.

(2) OPTIONAL PAYMENTS. The Borrower may from time time repay or prepay, without penalty or premalfror any part of outstandir
Advances; PROVIDED, that the Borrower may not seppy Advances unless it shall have provided at @sbusiness day's written notice
to the Lender of such prepayment.

(b) MANDATORY PREPAYMENTS. If at any time and fongreason the Revolving Credit Obligations are gnethhan the Commitment
then the Borrower shall immediately make a manggtoepayment of the Obligations in an amount etmalich excess. If at any time and
any reason the aggregate amount of Working Calpitatis advanced is greater than one hundred pdid0®o) of the Scaled Assets value
(as determined by Lender) then Borrower shall imatety make a mandatory prepayment of the Obligatio an amount equal to such
excess. Amounts equal to a Decision Reserve arasét proceeds of an Asset Sale in connection witbllowing restoration, rebuilding or
replacement of insured property shall be mandgtapplied against the Revolving Credit Obligatiam¢he amounts and in the manner set
forth in SECTION 5.2(G) hereof. All of the mandat@repayments made under this SECTION 2.2(B) siefipplied first to Advances
maturing on such date and then to subsequentlyringtddvances in order of maturity.

2.3 CHANGES IN THE COMMITMENT. REDUCTION OF COMMITHENT. The Borrower may permanently reduce the Comenitt in
whole, or in part, in an aggregate minimum amodir#5000,000 and integral multiples of $1,000,00@xcess of that amount (unless the
Commitment is reduced in whole), upon at leastetl{8) business days' written notice to the Lengtbich notice shall specify the amount of
any such reduction; PROVIDED, HOWEVER, that the antmf the Commitment may not be reduced belovatigregate principal amount
of the outstanding Revolving Credit Obligationsl &d¢crued commitment fees shall be payable onffieetare date of any partial or complete
termination of the obligations of the Lender to ma&ldvances hereunder.

2.4 METHOD OF BORROWING. The Borrower shall give thender irrevocable notice in substantially therf@f EXHIBIT B hereto (a
"BORROWING NOTICE") not later than 10:00 a.m. (EastStandard Time) on the business day precedegdhrowing Date of each
Advance, specifying: (i) the Borrowing Date (whighall be a business day) of such Advance; (iiptigregate amount of such Advance;
(iii) the use of proceeds of such Advance, andtfi¢)account or accounts into which
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the Advances should be funded. Not later than B:60 (Eastern Standard Time) on each Borrowing Dh&Lender shall make available its
Advance, in funds immediately available to the Barer at such account or accounts as shall haverm##ied to the Lender. Each Advance
shall bear interest from and including the datthefmaking of such Advance to (but not includirtgg tlate of repayment thereof at the
Applicable Commercial Paper Rate, changing whenaanithe underlying Commercial Paper Rate changashwsuch interest shall be
payable in accordance with SECTION 2.9(B).

2.5 MINIMUM AMOUNT OF EACH ADVANCE. Each Advance sitl be in the minimum amount of $250,000 (and intiples of $50,000
if in excess thereof), PROVIDED, HOWEVER, that akgvance may be in the amount of the unused Commitme

2.6 DEFAULT RATE; LATE PAYMENT FEE. After the occtence and during the continuance of an Event o&alliefat the option of the
Lender, the interest rate(s) applicable to the Adea shall be equal to the Applicable CommercigeP&ate PLUS three percent (3.0%) per
annum. If any of the principal balance or intex@sthe Note or other sum due thereunder is not\ydidn ten (10) days of when due,
Borrower shall pay to Lender a late charge payreqotl to five percent (5%) of the amount of suatahment or the maximum rate
permitted by law, whichever is less.

2.7 METHOD OF PAYMENT. All payments of principahterest, and fees hereunder shall be made, wittatatf, deduction or
counterclaim, in immediately available funds to temder at the Lender's address specified purda@®RTICLE X, or at any other address
specified in writing by the Lender to the Borrowley,2:00 p.m. (Eastern Standard Time) on the datenwdue.

2.8 ADVANCES, TELEPHONIC NOTICES. The Lender islantized to record the principal amount of each Ambeaand each repayment
with respect to its Advances on the schedule aghth the Note; PROVIDED, HOWEVER, that the failtweso record shall not affect the
Borrower's obligations under the Note. The Borroaugthorizes the Lender to extend Advances anatwster funds based on telephonic
notices made by any person or persons the Lendgrad faith believes to be authorized to act oralfedf the Borrower. The Borrower
agrees to deliver promptly to the Lender a writtenfirmation, signed by an Authorized Officer, ifch confirmation is requested by the
Lender, of each telephonic notice. If the writtemfirmation differs in any material respect frone thction taken by the Lender, (i) the
telephonic notice shall govern absent manifestremd (ii) the Lender shall promptly notify the Awotized Officer who provided such
confirmation of such difference.

2.9 PROMISE TO PAY; INTEREST AND COMMITMENT FEESNTEREST PAYMENT DATES; INTEREST AND FEE BASIS;
TAXES.

(a) PROMISE TO PAY. The Borrower unconditionallyprises to pay when due the principal amount of éabfance and all other
Obligations incurred by it, and to pay all unpaiterest accrued thereon, in accordance with timestef this Agreement and the Note.

(b) INTEREST PAYMENT DATE.

() INTEREST PAYABLE ON ADVANCES. Interest accrueth each Advance shall be payable on each Payméat &anmencing with the
first such date to occur after the date hereofamdaturity (whether by acceleration or otherwi§#).each Payment Date, the Borrower shall
pay interest at the Applicable Commercial PapeeRateach Advance outstanding on such date.

(i) INTEREST ON OTHER OBLIGATIONS. Interest accrien the principal balance of all other Obligatishall be payable in arrears (i)
on the last day of each calendar month, commerarirttpe first such day following the incurrence o€ls Obligation, (ii) upon repayment
thereof in full or in part, and (iii) if not thei@ore paid in full, at the time such other Obligatbecomes due and payable (whether by
acceleration or otherwise).
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(c) COMMITMENT FEES. The Borrower shall pay to thender, from and after the date hereof until thte de which the Commitment sh
be terminated in whole, a commitment fee equah@-eighth of one percent (0.125%) per annum, omtheunt by which (A) the
Commitment in effect from time to time exceeds {{B) Revolving Credit Obligations in effect from &rto time. All such commitment fees
payable under this CLAUSE (C) shall be payable afipin arrears on each anniversary occurring afterEffective Date and, in addition,
the date on which the Commitment shall be termhatevhole.

(d) INTEREST AND FEE BASIS. Interest and fees shallcalculated for actual days elapsed on the bé&si865 or when appropriate 366,
day year. Interest shall be payable for the da@hbligation is incurred but not for the day of arayment on the amount paid if payment is
received prior to 2:00 p.m. (Eastern Standard Tiatéhe place of payment. If any payment of priatigf or interest on an Advance or any
payment of any other Obligations shall become dua day which is not a business day, such paynhetittee made on the next succeeding
business day and, in the case of a principal payreaoh extension of time shall be included in catmy interest in connection with such
payment.

2.10 TERMINATION DATE. This Agreement shall be effive until the Termination Date. Notwithstandirng ttermination of this
Agreement on the Termination Date, until all of @ieligations (other than contingent indemnity oatigns, but including all Floor Plan
Indebtedness) shall have been fully and indefeagidid and satisfied and all financing arrangembetaieen the Borrower and the Lender in
connection with this Agreement shall have beenitrgatad (other than with respect to Hedging Oblimad), all of the rights and remedies
under this Agreement and the other Loan Documdratt survive and the Lender shall be entitled taireits security interest in and to all
existing and future Collateral.

2.11 TAXES. (a) Any and all payments by the BorroWwereunder shall be made free and clear of arfibwitdeduction for any and all
present or future taxes, levies, imposts, dedustionarges or withholdings or any liabilities widspect thereto including those arising after
the date hereof as a result of the adoption ofigrchange in any law, treaty, rule, regulationdgline or determination of a governmental
authority or any change in the interpretation guliation thereof by a governmental authority bxtleding such taxes (including income
taxes, franchise taxes and branch profit taxeay@smposed on or measured by the Lender's incgniieebUnited States of America or any
governmental authority of the jurisdiction undee thws of which the Lender is organized or havimgsfliction over the Lender by virtue of
the Lender's location(s) (other than solely assalt®f the transaction evidenced by this Agreemgik such non-excluded taxes, levies,
imposts, deductions, charges, withholdings, ardliiees which the Lender determines to be appliedb this Agreement, the other Loan
Documents, the Commitment or the Advances beingihafter referred to as "TAXES"). If the Borrowéradl be required by law to deduct
any Taxes from or in respect of any sum payableureter or under the other Loan Documents to thelérifi) the sum payable shall be
increased as may be necessary so that after makiregjuired deductions (including deductions aggilie to additional sums payable under
this SECTION 2.11(A)) the Lender receives an amegpial to the sum it would have received had nb sieductions been made, (ii) the
Borrower shall make such deductions, and (iii)Bloerower shall pay the full amount deducted tor#flevant taxation authority or other
authority in accordance with applicable law.

(b) In addition, the Borrower agrees to pay anysent or future stamp or documentary taxes or amgraxcise or property taxes, charges, or
similar levies which arise from any payment madeshieder or from the execution, delivery or registraof, or otherwise with respect to,
this Agreement, the other Loan Documents, the Camaenit or the Advances (hereinafter referred toGEHER TAXES").
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(c) The Borrower indemnifies the Lender for thd &rhount of Taxes and Other Taxes (including, witHonitation, any Taxes or Other
Taxes imposed by any governmental authority on antsopayable under this SECTION 2.11 paid by thedeemnd any liability (including
penalties, interest, and expenses) arising therefrowith respect thereto, whether or not such $axeOther Taxes were correctly or legally
asserted. This indemnification shall be made withirty (30) days after the date the Lender makatem demand therefor. A certificate as
any additional amount payable to the Lender urtier t

SECTION 2.11 submitted to the Borrower by the Larstall show in reasonable detail the amount payabt the calculations used to
determine such amount and shall, absent manifest, &e final, conclusive and binding upon eacthefparties hereto. With respect to such
deduction or withholding for or on account of argx&s and to confirm that all such Taxes have be@&htp the appropriate governmental
authorities, the Borrower shall promptly (and iry @vent not later than thirty (30) days after rptefurnish to the Lender such certificates,
receipts and other documents as may be requirgd€ijudgment of the Lender) to establish any taxlit to which the Lender may be
entitled.

(d) Within thirty (30) days after the date of argyment of Taxes or Other Taxes by the BorrowerBwower shall furnish to the Lender 1
original or a certified copy of a receipt evidergcipayment thereof.

(e) Without prejudice to the survival of any otlagreement of the Borrower hereunder, the agreermaedtsbligations of the Borrower
contained in this SECTION 2.11 shall survive thgmant in full of principal and interest hereundadahe termination of this Agreement.

2.12 LOAN ACCOUNT. The Lender shall maintain in amtance with its usual practice an account or atio{a "LOAN ACCOUNT")
evidencing the Obligations of the Borrower to trenter owing to the Lender from time to time, inéhgdthe amount of principal and inter
payable and paid to the Lender from time to timesheder and under the Note. The entries made ihaha Account shall be conclusive and
binding for all purposes, absent manifest errotessthe Borrower objects to information contaiimethe Loan Account within thirty (30)
days of the Borrower's receipt of such information.

3. CONDITIONS PRECEDENT

3.1 CONDITIONS OF EFFECTIVENESS. The Effective Dafeghis Agreement shall be on the date on whitbfahe following conditions
shall have been satisfied:

(&) no law, regulation, order, judgment or decreany governmental authority shall, and the Lerstel not have received any notice that
litigation is pending or threatened which is likédy (A) enjoin, prohibit or restrain the makingaf Advance hereunder or (B) impose or
result in the imposition of a material adverse @ffe

(b) all due diligence materials requested by thedes from the Borrower shall have been deliveretthéolender and such due diligence
materials shall be in form and substance reasorsatigfactory to the Lender;

(c) the Borrower has furnished to the Lender eddhefollowing, all in form and substance satiséag to the Lender:
(i) this Agreement, duly executed by the Borrower;
(i) the Note, duly executed by the Borrower indawf the Lender;
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(iii) a Dealership Guaranty executed by each Litbéalership which has not heretofore provided a&ehip Guaranty to the Lender, it be
understood that if such Lithia Dealership is anéditnicted Dealership, such Dealership Guarantyheilsubstantially in the form of the
Dealership Guaranty attached hereto as EXHIBIT @ntl, if such Lithia Dealership is a Restricted Bestiip, such Dealership Guaranty will
be substantially in the form of the Dealership Guty attached hereto as EXHIBIT C-2;

(iv) a Dealership Security Agreement executed lmhdathia Dealership which has not heretofore pded a Dealership Security Agreement
to the Lender, it being understood that if suchiitDealership is an Unrestricted Dealership, ddealership Security Agreement will be
substantially in the form of the Dealership Segquiigreement attached hereto as EXHIBIT D-1, arglith Lithia Dealership is a Restricted
Dealership, such Dealership Security Agreementheilsubstantially in the form of the DealershipBitg Agreement attached hereto as
EXHIBIT D-2;

(v) to the extent any Lithia Dealership has anyebtédness other than Permitted Existing Indebtedipey-out letters, releases and UCC-3
Termination Statements, where applicable, fronthédt-party creditors releasing all liens securamy such Indebtedness;

(vi) certificates of good standing for the Borroveerd each of the Dealership Guarantors from iisdistion of incorporation and each other
jurisdiction where the nature of its business regpiit to be qualified as a foreign corporati

(vii) a Secretary's Certificate from the Borrowedaach Lithia Dealership acquired by the Borroareor prior to the date hereof.

(viii) a certificate, in form and substance satisfay to the Lender, signed by the chief finanoifficer of the Borrower stating that as of the
Effective Date, no Event of Default or Unmaturedddt has occurred and is continuing and settimthfthe calculation of the Lithia Group's
Scaled Assets as of the Effective Date, and theeseptations and warranties of the Borrower areadnd correct with full force and effect as
if made on the Effective Date;

(ix) a written opinion of the Borrower's and Deald@p Guarantors' counsel, addressed to the Leimdferm and substance satisfactory to the
Lender;

(x) to the extent not included in the foregoing ttocuments, instruments and agreements set fottieaclosing list attached as EXHIBIT E
hereto; and

(xi) such other documents as the Lender or its selumay have reasonably requested.

3.2 CONDITIONS PRECEDENT TO EACH ADVANCE. The Lendshall not be required to make any Advance, urdesthe applicable
Borrowing Date:

() There exists no Event of Default or Unmaturesfdult; and

(il) The representations and warranties containedRTICLE IV are true and correct as of such BorirmyvDate (unless such representation
and warranty expressly relates to an earlier daig o longer true solely as a result of transadipermitted by this Agreement).

Each Borrowing Notice with respect to each suchambe shall constitute a representation and wartantiie Borrower that the conditions
contained in SECTIONS 3.2(1) and (1) have beersfiat. If the Lender has a reasonable basis flie\ieg an Event of Default or
Unmatured Default may have occurred and is commor that the Borrower is not able to make onmore of the
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representations and warranties set forth in ARTIQVRhe Lender may require a duly completed offeeertificate in substantially the form
of EXHIBIT F hereto as a condition to making an Adce.

3.3 CONDITION PRECEDENT TO ADDITIONAL ADVANCE. Notwthstanding anything to the contrary in this Agrest) the Lender
shall be under no obligation to make an AdvanadeédBorrower hereunder until and unless the follmuiequirements shall have been
satisfied:

() There shall exist no liens on the Collaterddestthan Permitted Existing Liens and those Peenhiixisting Liens appearing on
SCHEDULE 1.1.3 marked with an asterisk shall haserbreleased and or terminated, and the Borrovedirtsdve confirmed delivery of such
releases, UCC-3 termination statements or othewrdeatation reasonably requested by the Lender rewiitg such release or termination;

(i) The loss payable endorsements referenced in
SECTION 5.2(G) shall have been delivered to thedieen

4. REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants as followkdd_ender as of the date hereof and as of thetifieDate and thereafter on each date as
required by SECTION 4.2;

4.1 ORGANIZATION; CORPORATE POWERS. The Borrowedarach of its Subsidiaries (i) is a corporatiomjtiéd liability company or
limited partnership duly organized, validly exigtinnder the laws of the jurisdiction of its orgaatian, (ii) is duly qualified to do business ¢

is in good standing under the laws of each jurtsmticin which failure to be so qualified and in glostanding could reasonably be expected to
have a material adverse effect and (iii) has gjuigte corporate, company or partnership poweraartority to own, operate and encumber
its property and to conduct its business as priseanducted and as proposed to be conducted.

4.2 AUTHORITY.

(a) The execution, delivery, performance and filiag the case may be, of each of the Transacticnments which must be executed or filed
by the Borrower as required by this Agreement oprar to the Effective Date and to which the Beves or any of its Subsidiaries is party,
and the consummation of the transactions contestpliiereby, have been duly approved by the resgeotiards of directors or managers, or
by the partners, as applicable, and, if necestiaeyshareholders, members or partners, as apg@iaaitthe Borrower and its Subsidiaries, and
such approvals have not been rescinded. No otlpoie, company or partnership action or procegdan the part of the Borrower or its
Subsidiaries are necessary to consummate suclattaorss.

(b) Each of the Transaction Documents to whichBbgower or any of its Subsidiaries is a party hasn duly executed, delivered or filed
the case may be, by it and constitutes its legdidand binding obligation, enforceable againgt éiccordance with its terms, is in full force
and effect and no material term or condition thEhes been amended, modified or waived withoufptiier written consent of the Lender, ¢
the Borrower and its Subsidiaries have, and, td#w of the Borrower's and its Subsidiaries' kealgk, all other parties thereto have,
performed and complied with all the material terpr®yvisions, agreements and conditions set foetheih and required to be performed or
complied with by such parties on or before the thateeof, and no unmatured default, default or bred@ny material covenant by any such
party exists thereunder.

4.3 NO CONFLICT; GOVERNMENTAL CONSENTS. The exeantj delivery and performance of each of the Loanubeents and other
Transaction Documents to which the Borrower or afnigs Subsidiaries is a party do not and will {iptonflict with the Charter Documents
of the Borrower or
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any such Subsidiary, (ii) constitute a tortiougriference with any Contractual Obligation of anysBa or conflict with, result in a breach of
or constitute (with or without notice or lapse iofi¢ or both) a default under any requirement of (s®luding, without limitation, any
Environmental Property Transfer Act) or ContractDaligation of the Borrower or any such Subsidiamyrequire termination of any
Contractual Obligation, (iii) result in or requitiee creation or imposition of any lien whatsoeveom any of the property or assets of the
Borrower or any such Subsidiary, other than liemsnitted by the Loan Documents, or (iv) require approval of the Borrower's or any st
Subsidiary's shareholders except such as haveditaimed. The execution, delivery and performarf@aoh of the Transaction Documents
to which the Borrower or any of its Subsidiaries igarty do not and will not require any registrativith, consent or approval of, or notice to,
or other action to, with or by any governmentahauity, including under any Environmental Propéertansfer Act, except

(i) filings, consents or notices which have beemleyabtained or given, or which, if not made, aledi or given, individually or in the
aggregate could not reasonably be expected todavaterial adverse effect and (ii) filings necegsarcreate or perfect security interests in
the Collateral.

4.4 FINANCIAL STATEMENTS.

(a) FINANCIAL INFORMATION. All balance sheets, stahents of profit and loss and other financial diata have been given to Lender by
or on behalf of Borrower (the "Financial Informati® are complete and correct in all material respesccurately present the financial
condition of Borrower as of the dates, and theltesi its operations for the periods specifiedhia Financial Information, and have been
prepared in accordance with generally acceptedusmticy principles consistently followed throughole periods covered thereby. Except as
specifically disclosed, as to amount, (and if d#800,000,as to creditor or debtor , amount andrigguby the Financial Information,

Borrower does not have outstanding any loan oritetiness, direct or contingent, to any party, othan the indebtedness due and owing to
Lender, and none of its assets is subject to anyrig interest, lien or other encumbrance in fasbanyone other than Lender (except for the
Permitted Existing Liens and liens premitted ur8lection 5.3 (c) arising subsequent to the dathisfAgreement). There has been no change
in the assets, liabilities or financial conditiohBorrower from that set forth in the Financialdniation other than changes in the ordinary
course of affairs, none of which changes has besdenmally adverse to Borrower.

4.5 TAXES.

(a) TAX EXAMINATIONS. All deficiencies which haveden asserted against the Borrower or any of theoBer's Subsidiaries as a result
of any federal, state, local or foreign tax exartiorafor each taxable year in respect of which sem@nation has been conducted have been
fully paid or finally settled or are being contekta good faith, and as of the date hereof no i$sisebeen raised by any taxing authority in
such examination which, by application of similainpiples, can be expected to result in assertioauzh taxing authority of a material
deficiency for any other year not so examined wlihiak not been reserved for in the Borrower's caoiestedd financial statements to the ext

if any, required by Agreement Accounting Principles

(b) PAYMENT OF TAXES. All tax returns and reportétbe Borrower and its Subsidiaries required tdileel have been timely filed, and all
taxes, assessments, fees and other governmentgéstthereupon and upon their respective propassets, income and franchises which are
shown in such returns or reports to be due andip@yeve been paid except those items which argylseintested in good faith and have
been reserved for in accordance with Agreement éaitog Principles or for which the failure to fil®uld not be reasonably expected to
result in the payment of amounts by the Borrowet i Subsidiaries in the aggregate in excess 580 0. The Borrower has no knowledge
of any proposed tax assessment against the Bormmvaaty of its Subsidiaries that will have or cotgdsonably be expected to have a
material adverse effect.

4.6 LITIGATION; LOSS CONTINGENCIES AND VIOLATIONSThere is no action, suit, proceeding, arbitratiomgestigation before or
by any governmental authority or private arbitrgiending or
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threatened against the Borrower or any of its Slidses or any property of any of them (i) challergthe validity or the enforceability of a
material provision of the Transaction Documentgipwhich will have or could be expected to havmaterial adverse effect. There is no
material loss contingency within the meaning of @égmnent Accounting Principles which has not bedecetfd in the consolidated financial
statements of the Borrower and its Subsidiariepgrnetl and delivered pursuant to SECTION 5.1(AXterfiscal period during which such
material loss contingency was incurred. NeitherBberower nor any of its Subsidiaries is (A) in kition of any applicable requirements of
law which violation will have or could be expectmchave a material adverse effect, or (B) subcirtin default with respect to any final
judgment, writ, injunction, restraining order oder of any nature, decree, rule or regulation gf@urt or governmental authority which w
have or could be expected to have a material ae\affact.

4.7 SUBSIDIARIES. SCHEDULE 4.8 to this Agreementa@ntains a description as of the Effective Dateas of the date of any supplem
thereto) of the corporate structure of, the Bornoara its Subsidiaries and any other Person intwthie Borrower or any of its Subsidiaries
holds an Equity Interest; and (ii) accurately setth as of the Effective Date (or as of the ddtary supplement thereto) (A) the correct legal
name, the jurisdiction of incorporation or formatiand the jurisdictions in which each of the Boreowand the Subsidiaries of the Borrower is
qualified to transact business as a foreign cotjmrar other foreign entity and (B) a summarylod tlirect and indirect partnership, joint
venture, or other Equity Interests, if any, of B@rower and each Subsidiary of the Borrower in Beyson that is not a corporation. After the
formation or acquisition of any New Subsidiary pited under SECTION 5.3(F)(Il), if requested by ttender, the Borrower shall provide a
supplement to SCHEDULE 4.8 to this Agreement. Nofe issued and outstanding Capital Stock oBbeower or any of its Subsidiaries
is subject to any redemption or repurchase agreemba outstanding Capital Stock of the Borroweat aach of the Borrower's Subsidiaries
is duly authorized, validly issued, fully paid amdnassessable and, is not (other than Capital $tfoBkrrower) Margin Stock. The Borrower
has no Subsidiaries other

(i) the Subsidiaries set forth on SCHEDULE 4.8 éinchny Subsidiaries acquired in connection witRexrmitted Acquisition, in connection
with which the Borrower shall have provided alltioé documents, instruments and agreements as edduyjrthis Agreement.

4.8 ERISA. No Benefit Plan has incurred any accated funding deficiency (as defined in Sections(82) of ERISA and 412(a) of the
Code) whether or not waived. Neither the Borrowarany member of the Controlled Group has incuamy liability to the PBGC which
remains outstanding other than the payment of prersj and there are no premium payments which hewenre due which are unpaid.
Schedule B to the most recent annual report filed the IRS with respect to each Benefit Plan @b requested, furnished to the Lende
complete and accurate. Since the date of eachSelubdule B, there has been no material adversgeharthe funding status or financial
condition of the Benefit Plan relating to such Sitille B. Neither the Borrower nor any member of@watrolled Group has (i) failed to make
a required contribution or payment to a Multiem@pi?lan or (i) made a complete or partial withdahwunder Sections 4203 or 4205 of
ERISA from a Multiemployer Plan, in either eventielhcould result in any liability. Neither the Bower nor any member of the Controlled
Group has failed to make a required installmergror other required payment under Section 412 o€ibde, in either case involving any
material amount, on or before the due date for snstiallment or other payment. Neither the Borrower any member of the Controlled
Group is required to provide security to a Benefén under Section 401(a)(29) of the Code dueRtaa amendment that results in an
increase in current liability for the plan year.itRer the Borrower nor any of its Subsidiaries naiims or contributes to any employee welfare
benefit plan within the meaning of

Section 3(1) of ERISA which provides benefits topbmgees after termination of employment other taamequired by Section 601 of ERIS
To the best of Borrower's knowledge, each Plan wididntended to be qualified under Section 40db{dahe Code as currently in effect is so
qualified, and each trust related to any such Rlaxempt from federal income tax under Section®Ppaf the Code as currently in effect. To
the best of Borrower's knowledge, the Borrower alh@ubsidiaries are in compliance in all respegth the
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responsibilities, obligations and duties imposedhmm by ERISA and the Code with respect to alh®ld o the best of Borrower's
knowledge, neither the Borrower nor any of its Sdibsies nor any fiduciary of any Plan has engaigea nonexempt prohibited transaction
described in Sections 406 of ERISA or 4975 of tiked€which could be expected to subject the Borraweny Dealership Guarantor to
material liability. Neither the Borrower nor any mber of the Controlled Group has taken or failetht@ any action which would constitute
or result in a Termination Event, which actionmadtion could be expected to subject the Borrowdinbility. Neither the Borrower nor any
Subsidiary is subject to any liability under Seoti@063, 4064, 4069, 4204 or 4212(c) of ERISA amdther member of the Controlled
Group is subject to any liability under Section$304064, 4069, 4204 or 4212(c) of ERISA which ddo# expected to subject the Borrower
or any Dealership Guarantor to liability. Neithee Borrower nor any of its Subsidiaries has, bygoesof the transactions contemplated
hereby, any obligation to make any payment to angleyee pursuant to any Plan or existing contraeirangement. (For purposes of this
SECTION 4.9 "material" means any noncomplianceasidfor liability which could reasonably be likaty subject the Borrower or any of its
Subsidiaries to liability individually or in the ggegate for all such matters in excess of $250)000.

4.9 ACCURACY OF INFORMATION. The information, exhib and reports furnished by or on behalf of therBeer and any of its
Subsidiaries to the Lender in connection with thgatiation of, or compliance with, the Loan Documtsethe representations and warranties
of the Borrower and its Subsidiaries containechin Transaction Documents, and all certificatesdowiments delivered to the Lender
pursuant to the terms thereof, taken as a wholeptiocontain as of the date furnished any untratestent of fact or omit to state a fact
necessary in order to make the statements conthereih or therein, taken as a whole, in lighthaf tircumstances under which they were
made, not misleading.

4.10 SECURITIES ACTIVITIES. Neither the Borrowerrramy of its Subsidiaries is engaged in the businéextending credit for the
purpose of purchasing or carrying Margin Stock.

4.11 MATERIAL AGREEMENTS. Neither the Borrower nany of its Subsidiaries is a party to any Contralc@bligation or subject to any
charter or other corporate restriction which indially or in the aggregate will have or could bpented to have a material adverse effect.
Neither the Borrower nor any of its Subsidiaries heceived notice or has knowledge that (i) inisiéfault in the performance, observanc
fulfillment of any of the obligations, covenantsammditions contained in any Contractual Obligatqplicable to it, or (ii) any condition

exists which, with the giving of notice or the lepsf time or both, would constitute a default wiglspect to any such Contractual Obligation,
in each case, except where such default or defafudtsy, individually or in the aggregate will nleave or could not reasonably be expected to
have a material adverse effect.

4.12 COMPLIANCE WITH LAWS; COMPLIANCE WITH FRANCHIE AGREEMENTS. The Borrower and its Subsidiariesiare
compliance with all requirements of law applicatde¢hem and their respective businesses, in eaghwhere the failure to so comply
individually or in the aggregate could be expedtetlave a material adverse effect. The executielivaety and performance by each Lithia
Dealership of any Loan Document to which it is aypdoes not and will not conflict with the franshiagreement to which it is a party. Each
Lithia Dealership is operating under a valid antbeseable franchise agreement, which such francgseements prohibit certain transfers of
ownership or control without the consent of the afaaturer.

4.13 ASSETS AND PROPERTIES. The Borrower and eddts &ubsidiaries has good and marketable titialitof its assets and properties
(tangible and intangible, real or personal) owngdt lor a valid leasehold interest in all of itased assets (except insofar as marketability
be limited by any laws or regulations of any goweemtal authority affecting such assets), exceptavtiee failure to have any such title will
not have or could not be expected to have a masefieerse effect, and all such assets and propestjree and clear of all liens, except liens
permitted under SECTION 5.3(C). Substantially &liree assets and properties owned by, leaseduseat by the Borrower
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and/or each such Subsidiary of the Borrower asglgguate operating condition and repair, ordinagvand tear excepted. Neither this
Agreement nor any other Transaction Document, ngrtiansaction contemplated under any such agreemginaffect any right, title or
interest of the Borrower or such Subsidiary in emdny of its assets in a manner that will haveaid reasonably be expected to have a
material adverse effect.

4.14 STATUTORY INDEBTEDNESS RESTRICTIONS. NeitheetBorrower nor any of its Subsidiaries is subjeaegulation under the
Public Utility Holding Company Act of 1935, the Fexdl Power Act, the Interstate Commerce Act, orltivestment Company Act of 1940,

or any other federal, state or local statute, @ or regulation which limits its ability to incdmdebtedness or its ability to consummate the
transactions contemplated hereby.

4.15 INSURANCE. The Borrower's and its Subsidiaiiesurance policies and programs reflect covethgeis reasonably consistent with
prudent industry practice.

4.16 LABOR MATTERS. As of the date hereof, to ther®wer's and its Subsidiaries' knowledge, theeenarlabor disputes to which the
Borrower or any of its Subsidiaries may becomergypacluding, without limitation, any strikes,dkouts or other disputes relating to such
Persons' plants and other facilities.

4.17 ENVIRONMENTAL MATTERS. (a)(i) The operation$ the Borrower's Subsidiaries, Lithia Financial @aration, Lithia Real Estate,
Inc. (collectively, the "Lithia Subsidiaries") ambrrower comply in all respects with Environmentagalth or Safety Requirements of Law;

(i) the Borrower and the Lithia Subsidiaries hallepermits, licenses or other authorizations reggiinder Environmental, Health or Safety
Requirements of Law and are in compliance with querimits;

(iii) neither the Borrower,any of the Lithia Subisides nor any of their respective present propertgperations, or any of their respective |
property or operations, are subject to or the sulgg any investigation known to the Borrower ayaf the Lithia Subsidiaries, any judicial
or administrative proceeding, order, judgment, decsettlement or other agreement respecting:rppelation of Environmental, Health or
Safety Requirements of Law; (B) any remedial actioder any Environmental, Health or Safety Requéets of Law; or

(C) any claims or liabilities arising from the Ra$e or threatened Release of a Contaminant intertvieonment;

(iv) there is not now, nor has there ever beenrdn the property of the Borrower or any of thehid Subsidiaries any landfill, waste pile,
underground storage tanks, aboveground storags,taniace impoundment or hazardous waste stosagiyf of any kind, any
polychlorinated biphenyls (PCBs) used in hydraalls, electric transformers or other equipmentamy asbestos containing material that in
the case of any of the foregoing could be expeittedsult in any claims or liabilities in excess$&00,000.00; and

(v) neither the Borrower nor any of the Lithia Sidisries has any Contingent Obligation in connattigth any Release or threatened Rels
of a Contaminant into the environment.

4.18 BENEFITS. Each of the Borrower and its Sulasids will benefit from the financing arrangemestiablished by this Agreement. The
Lender has stated and the Borrower acknowledgéshthafor the agreement by each of the DealerGhigrantors to execute and deliver its
respective Dealership Guaranty and Dealership 8g@greements, the Lender would not have madelalviai the credit facilities establish
hereby on the terms set forth herein.
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5. COVENANTS

The Borrower covenants and agrees that so longya€ammitment is outstanding and thereafter urayimpent in full of all of the Obligatior
(other than contingent indemnity obligations, ldliiding Floor Plan Indebtedness), unless the Lesitill otherwise give its prior written
consent:

5.1 REPORTING. The Borrower shall:
(a) FINANCIAL REPORTING. Furnish to the Lender:

() QUARTERLY REPORTS. As soon as practicable, andny event within forty-five (45) days after thed of each fiscal quarter in each
fiscal quarter, the consolidated and consolidatialgnce sheet of the Borrower and the Lithia Sudseas as at the end of such period and the
related consolidated and consolidating statemdritecome and cash flows of the Borrower and théikitSubsidiaries for such fiscal quarter
and for the period from the beginning of the tharrent fiscal year to the end of such fiscal quacertified by the chief financial officer of

the Borrower on behalf of the Borrower as fairlggenting the consolidated and consolidating firerpmsition of the Borrower and the

Lithia Subsidiaries as at the dates indicated hadesults of their operations and cash flowsHergeriods indicated in accordance with
Agreement Accounting Principles, subject to norgesr end adjustments.

(i) ANNUAL REPORTS. As soon as practicable, andiity event within ninety (90) days after the ene@ach fiscal year,

(a) the consolidated and consolidating balancetsifébe Borrower and the Lithia Subsidiaries athatend of such fiscal year and the related
consolidated and consolidating statements of in¢catoekholders' equity and cash flows of the Boepand the Lithia Subsidiaries for such
fiscal year, and in comparative form the corresjpmgpdigures for the previous fiscal year and (b)aadit report on the items listed in
CLAUSE (A) hereof (other than the consolidatingestaents) of independent certified public accourstafirecognized national standing,
which audit report shall be unqualified and shtesthat such financial statements fairly presiemiconsolidated financial position of the
Borrower and the Lithia Subsidiaries as at theglatdicated and the results of their operationscasth flows for the periods indicated in
conformity with Agreement Accounting Principles ahdt the examination by such accountants in cdiorewith such consolidated financ
statements has been made in accordance with gigrereépted auditing standards. The deliveries npalguant to this CLAUSE (Il) shall
accompanied by any management letter preparedebgitbve-referenced accountants.

(iii) MONTHLY STATEMENTS. As soon as practicablep@in any event by the 25th day of each followingnth certified copies of direct
(factory) statements provided to a manufactureay Lithia Dealership.

(iv) OFFICER'S CERTIFICATE. Together with each dgely of any financial statement pursuant to CLAUSB®nd (ll) of this SECTION
5.1(A), an Officer's Certificate of the Borroweunbstantially in the form of EXHIBIT F attached herend made a part hereof, stating that no
Event of Default or Unmatured Default exists, aauify Event of Default or Unmatured Default existating the nature and status thereof and
setting forth (X) such financial statements andinfation as shall be reasonably acceptable to¢heldr and (Y) a valuation of the Collate

(b) NOTICE OF EVENT OF DEFAULT. Promptly upon anfjtbe chief executive officer, president, chiefdirtial officer, treasurer of the
Borrower or any of the Lithia Subsidiaries obtagkmowledge (i) of any condition or event which stitutes an Event of Default or
Unmatured Default, or (ii) that any Person has igiary written notice to the Borrower or any Litlabsidiary of the Borrower or taken any
other action with respect to a claimed defaultwara or condition of the type referred to in
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SECTION 6.1(E), deliver to the Lender a notice #yewy (a) the nature and period of existence of anch claimed default, Event of Defa
Unmatured Default, condition or event, (b) the cetjiven or action taken by such Person in conoretkierewith, and (c) what action the
Borrower has taken, is taking and proposes towalterespect thereto.

(c) LAWSUITS. (i) Promptly upon the Borrower obtaig knowledge of the institution of, or written &at of, any action, suit, proceeding,
governmental investigation or arbitration againsaffecting the Borrower or any of the Lithia Subiaries or any property of the Borrower or
any of the Lithia Subsidiaries, which action, spipceeding, governmental investigation or arkigraexposes, or in the case of multiple
actions, suits, proceedings, governmental invetsbigg or arbitrations arising out of the same gahallegations or circumstances which
expose, in the Borrower's reasonable judgment3theower or any of the Lithia Subsidiaries to ligthiin an amount aggregating $500,00(
more, give written notice thereof to the Lender pnavide such other information as may be reasgraimilable to enable the Lender and its
counsel to evaluate such matters; and (ii) in &fdio the requirements set forth in CLAUSE (I)tlis SECTION 5.1(C), upon request of the
Lender, promptly give written notice of the statdisny action, suit, proceeding, governmental itigesion or arbitration covered by a report
delivered pursuant to CLAUSE (l) above or disclosedny filing with the Commission and provide swather information as may be
available to it that would not violate any attorredient privilege by disclosure to the Lender t@ble the Lender and its counsel to evaluate
such matters.

(d) ERISA NOTICES. Deliver or cause to be deliverethe Lender, at the Borrower's expense, thevigilg information and notices as soon
as possible, and in any event:

() (a) within ten (10) business days after therBaver obtains knowledge that a Termination Evestdeurred, a written statement of the
chief financial officer of the Borrower describisgch Termination Event and the action, if any, Whiee Borrower has taken, is taking or
proposes to take with respect thereto, and whewhknany action taken or threatened by the IRS, DOPBGC with respect thereto and (b)
within ten (10) business days after any membeh@iCQontrolled Group obtains knowledge that a Teatdm Event has occurred which could
reasonably be expected to subject the Borrowenpmngmber of the Controlled Group to liability im@tlually or in the aggregate in excess of
$250,000, a written statement of the chief finahefficer of the Borrower describing such TermimatiEvent and the action, if any, which the
member of the Controlled Group has taken, is takingroposes to take with respect thereto, and whewn, any action taken or threatened
by the IRS, DOL or PBGC with respect thereto;

(i) within ten (10) business days after the Boreswr any of the Lithia Subsidiaries obtains knalgle that a prohibited transaction (defined
in Sections 406 of ERISA and Section 4975 of thd&}das occurred, a statement of the chief finhiodiier of the Borrower describing
such transaction and the action which the Borrawesuch Lithia Subsidiary has taken, is taking rmppses to take with respect thereto;

(iii) within ten (10) business days after the Bavew or any of the Lithia Subsidiaries receives e®tif any unfavorable determination letter
from the IRS regarding the qualification of a Plander Section 401(a) of the Code, copies of each kaiter;

(iv) within ten (10) business days after the filithgreof with the IRS, a copy of each funding waregjuest filed with respect to any Benefit
Plan and all communications received by the Borrawvea member of the Controlled Group with respecuch request;

(v) within ten (10) business days after receipthi®Borrower or any member of the Controlled Grotithe PBGC's intention to terminate a
Benefit Plan or to have a trustee appointed to aiterr a Benefit Plan, copies of each such notice;
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(vi) within ten (10) business days after receiptiiny Borrower or any member of the Controlled Grotip notice from a Multemployer Plai
regarding the imposition of withdrawal liabilitypgies of each such notice;

(vii) within ten (10) business days after the Bareo or any member of the Controlled Group failsriake a required installment or any other
required payment under Section 412 of the Coder drefore the due date for such installment or paytireenotification of such failure; and

(vii) within ten (10) business days after the Bover or any member of the Controlled Group knowkas reason to know that (a) a Multi-
employer Plan has been terminated, (b) the admadstor plan sponsor of a Multi-employer Plan imie to terminate a Multi-employer Plan,
or (c) the PBGC has instituted or will institutepeedings under Section 4042 of ERISA to termindt#ulti-employer Plan.

For purposes of this SECTION 5.1(D), the Borroveary of its Subsidiaries and any member of the @liatt Group shall be deemed to kn
all facts known by the Administrator of any Planndfich the Borrower or any member of the Control&wup or such Subsidiary is the plan
sponsor.

(e) LABOR MATTERS. Notify the Lender in writing, pmptly upon the Borrower's learning thereof, ofafily labor dispute to which the
Borrower or any of its Subsidiaries may becomergypacluding, without limitation, any strikes,dkouts or other disputes relating to such
Persons' plants and other facilities and (ii) aalility incurred under the Worker Adjustment aneftiRining Notification Act with respect to
the closing of any plant or other facility of thefBower or any of its Subsidiaries.

() OTHER INDEBTEDNESS. Deliver to the Lender (irapy of each notice or communication regardingeptil or actual defaults
(including any accompanying officer's certificatiglivered by or on behalf of the Borrower or anytsfSubsidiaries to the holders of funded
Indebtedness pursuant to the terms of the agresrgewmerning such Indebtedness, such delivery mdde at the same time and by the same
means as such notice or other communication isefeld to such holders, and (ii) a copy of eachceatr other communication regarding
potential or actual defaults received by the Boepar any of its Subsidiaries from the holderswfded Indebtedness pursuant to the terr
such Indebtedness, such delivery to be made prgraftér such notice or other communication is reegiby the Borrower or any such
Subsidiary.

(g) OTHER REPORTS. Deliver or cause to be deliveécetthe Lender copies of all financial statemergpprts and notices, if any, sent or
made available generally by the Borrower to itausiies holders or filed with the Commission by Berrower, all press releases made
available generally by the Borrower or any of tr@mwer's Subsidiaries to the public concerningettgzments in the business of the
Borrower or any such Subsidiary and all notificaaeceived from the Commission by the BorroweatsoBubsidiaries pursuant to the
Securities Exchange Act of 1934 and the rules pfgated thereunder (other than customary commetetrgeteceived in connection with
registration statements or other routine commuitinatbetween the Commission and the Borrower).

(h) ENVIRONMENTAL NOTICES. As soon as possible anany event within ten (10) days after receipthyy Borrower or any of its
Subsidiaries, a copy of (i) any notice or clainthe effect that the Borrower or any of its Subgidsis or may be liable to any Person as a
result of the Release by the Borrower, any of itbsidiaries, or any other Person of any Contamiimaatthe environment, and (ii) any notice
alleging any violation of any Environmental, HeatthSafety Requirements of Law by the Borrowerroyr af its Subsidiaries if, in either ca
such notice or claim relates to an event which
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could reasonably be expected to subject the Bomrowany Subsidiary to liability individually or ithe aggregate in excess of $500,000.

(i) OTHER INFORMATION. Promptly upon receiving agqest therefor from the Lender, prepare and detivéne Lender such other
information with respect to the Borrower, any af 8ubsidiaries, or the Collateral, including, withbmitation, schedules identifying and
describing the Collateral and any dispositionsebgras from time to time may be reasonably requelsy the Lender.

5.2 AFFIRMATIVE COVENANTS.

(a) EXISTENCE, ETC. Except for mergers permittedspant to SECTION 5.3(H), the Borrower shall, ahdllscause each of its Subsidia
to, at all times maintain its corporate, companpantnership existence, as applicable, and preserddeep, or cause to be preserved and
kept, in full force and effect its rights and fraimes material to its businesses.

(b) POWERS; CONDUCT OF BUSINESS. The Borrower staild shall cause each of its Subsidiaries to,fguaid remain qualified to do
business in each jurisdiction in which the naturgsobusiness requires it to be so qualified amere the failure to be so qualified will have
could reasonably be expected to have a materi@rad\effect. The Borrower will, and will cause e&elbsidiary to, carry on and conduct its
business in substantially the same manner andoistaatially the same fields of enterprise as jiresently conducted.

(c) COMPLIANCE WITH LAWS, ETC. The Borrower shatind shall cause its Subsidiaries to, (a) compli &ilt requirements of law and
all restrictive covenants affecting such Persotherbusiness, properties, assets or operationscbferson, and (b) obtain as needed all

permits necessary for its operations and maintah permits in good standing, unless failure to lyror obtain could not be expected to
have a material adverse effect.

(d) PAYMENT OF TAXES AND CLAIMS; TAX CONSOLIDATION.The Borrower shall pay, and cause each Lithia didrées to pay, (i)
all taxes, assessments and other governmentaleshangosed upon it or on any of its propertiesssets or in respect of any of its franchi
business, income or property before any penaltgiterest accrues thereon, and (ii) all claims (idaig, without limitation, claims for labor,
services, materials and supplies) for sums whisfe leecome due and payable and which by law haweagrbecome a lien (other than a lien
permitted by SECTION 5.3(C)) upon any of the Boreo\w or such Lithia Subsidiary's property or asg®isr to the time when any penalty
fine shall be incurred with respect thereto; PROKID HOWEVER, that no such taxes, assessments ararguental charges referred to in
CLAUSE (1) above or claims referred to in CLAUSE) @bove (and interest, penalties or fines relathregeto) need be paid if being conte:
in good faith by appropriate proceedings diligenmistituted and conducted and if such reserve legrappropriate provision, if any, as shall
be required in conformity with Agreement Accountidgnciples shall have been made therefor. Thedaer will not, nor will it permit any
of the Lithia Subsidiaries to, file or consenthe filing of any consolidated income tax returnhnany other Person other than the
consolidated return of the Borrower.

(e) INSURANCE. The Borrower shall maintain for ifsend the Lithia Subsidiaries, or shall cause eafdie Lithia Subsidiaries to maintain
in full force and effect, insurance policies andgmams reflecting coverage that is reasonably sterdi with prudent industry practice.

(f) INSPECTION OF PROPERTY; BOOKS AND RECORDS; DISESIONS. The Borrower shall permit and cause eétheoBorrower's
Lithia Subsidiaries to permit, any authorized repraative(s) designated by the Lender to visitiaagect any of the properties of the
Borrower or any of the Lithia Subsidiaries, to exaen audit, check and make copies of their respedinancial and accounting records,
books, journals, orders, receipts and any corredgroee and other data relating to their respectisginiesses or the transactions contemplated
hereby or by the Acquisitions (including,
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without limitation, in connection with environmehtmmpliance, hazard or liability), and to disctissir affairs, finances and accounts with
their officers and independent certified publicaaatants, all upon notice and at such times durorgnal business hours, as often as may be
requested; PROVIDED, that while no Event of Defauxiists, all of the foregoing shall be at the exgeeof the Lender. The Borrower shall
keep and maintain, and cause each of the Borrohighia Subsidiaries to keep and maintain, in aligects, proper books of record and
account in which entries in conformity with Agreemhéccounting Principles shall be made of all degdi and transactions in relation to their
respective businesses and activities, includingjout limitation, transactions and other dealingthwespect to the Collateral. If an Event of
Default has occurred and is continuing, the Bormpwpon the Lender's request, shall turn over aich secords to the Lender or its
representatives. Neither Borrower nor any Lithi®Sdiary shall be required to violate any attoreégnt privileged by disclosure to Lender.

(g) INSURANCE AND CONDEMNATION PROCEEDS. The Borrewdirects (and, if applicable, shall cause itsslibrries to direct) all
insurers under policies of property damage, baitet machinery and business interruption insurandepayors of any condemnation claimr
award relating to the property to pay all procegalgable under such policies or with respect to slaim or award for any loss with respec
the Collateral directly to the Lender; PROVIDED, WBVER, in the event that such proceeds or awardearethan $250,000 ("EXCLUDE
PROCEEDS"), unless an Event of Default shall haamioed and be continuing, the Lender shall reméhsExcluded Proceeds to the
Borrower or Subsidiary, as applicable. Each sudityshall contain a long-form loss-payable endorset naming the Lender as loss payee,
which endorsement shall be in form and substarasorebly acceptable to the Lender. The Lender,sh@ih receipt of such proceeds (other
than Excluded Proceeds) and at the Borrower'stibreceither apply the same to the principal amafrihe Advances outstanding at the time
of such receipt and create a corresponding resegraimst the Commitment in an amount equal to spplication (the "DECISION
RESERVE") or hold them as cash collateral for thdigations in an interest bearing account. Forafp30 days from the date of any loss
"DECISION PERIOD"), the Borrower may notify the Lagr that it intends to restore, rebuild or replémeproperty subject to any insurance
payment or condemnation award and shall, as sopraaticable thereafter, provide the Lender deddiddormation, including a construction
schedule and cost estimates. Should an Event @fulefccur at any time during the Decision Pergithuld the Borrower notify the Lender
that it has decided not to rebuild or replace gucperty during the Decision Period, or shouldBleerower fail to notify the Lender of the
Borrower's decision during the Decision Periodnttiee amounts held as cash collateral pursuahis&SECTION 5.2(G) or as the Decision
Reserve shall be applied as a mandatory prepayohéime Advances pursuant to SECTION 2.2(B). Prosdedd as cash collateral pursuant
to this SECTION 5.2(G) or constituting the DecisReserve shall be disbursed as payments for réistoreebuilding or replacement of such
property become due; PROVIDED, HOWEVER, should aart of Default occur after the Borrower has netifthe Lender that it intends to
rebuild or replace the property, the Decision Reser amounts held as cash collateral shall beexppk a mandatory prepayment of the
Advances pursuant to SECTION 2.2(B). In the evkatDecision Reserve is to be applied as a mandptepayment to the Advances, the
Borrower shall be deemed to have requested Advan@samount equal to the Decision Reserve, add Advances shall be made
regardless of any failure of the Borrower to méetdonditions precedent set forth in ARTICLE Ilipdh completion of the restoration,
rebuilding or replacement of such property, thesaauproceeds shall constitute net cash proceedts Afset Sale and shall be applied as a
mandatory prepayment of the Advances pursuant @TSBN 2.2(B).

(h) ERISA COMPLIANCE. The Borrower shall, and shedluse each of the Borrower's Subsidiaries tobksita maintain and operate all
Plans, if any, to comply in all material respectdwthe provisions of ERISA, the Code, all othepligable laws, and the regulations and
interpretations thereunder and the respective reaugnts of the governing documents for such Plaxgpt where the failure to comply will
not or could not reasonably be expected to sulfjecBorrower and its Subsidiaries to liability imidiually or in the aggregate in excess of
$250,000.
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(i) MAINTENANCE OF PROPERTY. The Borrower shall cuall property used or useful in the conductbiisiness or the business of
any Lithia Subsidiary to be maintained and kepjaond condition, repair and working order and swggplvith all necessary equipment and
shall cause to be made all necessary repairs, esew@placements, betterments and improvementsdahell as in the judgment of the
Borrower may be necessary so that the businesedam in connection therewith may be properly addantageously conducted at all times;
PROVIDED, HOWEVER, that nothing in this SECTION @)Xhall prevent the Borrower from discontinuitg toperation or maintenance of
any of such property if such discontinuance ighmjudgment of the Borrower, desirable in the amtaf its business or the business of any
Lithia Subsidiary and not disadvantageous in anteria respect to the Lender.

() ENVIRONMENTAL COMPLIANCE. The Borrower and thithia Subsidiaries shall comply with all Environntal, Health or Safety
requirements of law, except where noncompliancédcoot be expected to subject the Borrower and.itiga Subsidiaries to liability
individually or in the aggregate in excess of $800, Neither the Borrower nor any of the Lithia Sidiaries shall be the subject of any
proceeding or investigation pertaining to (i) thelddse by the Borrower or any of the Lithia Sulasids of any Contaminant into the
environment or (ii) the liability of the Borrower any of the Lithia Subsidiaries arising from thel&ase by any other Person of any
Contaminant into the environment, which, in eitbase, subjects or is likely to subject the Borroamu the Lithia Subsidiaries individually
in the aggregate to liability in excess of the antaet forth above.

(k) USE OF PROCEEDS. The Borrower shall use thegeds of the Advances to fund Permitted Acquisitionfor any other purpose rela
to Borrower's or Dealership Guarantor's busineatotking Capital Funds"), provided, however, tha tggregate amount of Advances
outstanding at any given time as Working Capitaidaishall not exceed one hundred percent (100%edbcaled Assets value (as
determined by Lender) . The proceeds of Advancesumeler may not be used to make any mandatory yregrat under SECTION 2.2(B).
The Borrower will not nor will it permit any Subsdly to, use any of the proceeds of the Loans tohase or carry any Margin Stock or to
make any Acquisition, other than any Permitted Asitjon pursuant to SECTION 5.3(F).

() ADDITION OF DEALERSHIP GUARANTORS. The Borroweshall cause each Lithia Dealership which has eottiefore provided a
Dealership Guaranty to the Lender, to deliver ®ltbnder a Dealership Guaranty, in the form of Bitl@-1, a Dealership Security
Agreement in the form of Exhibit D-1, UCC-1 FinamgiStatements and an acknowledgment to be boutiteb@ontribution Agreement,
together with appropriate corporate resolutiongiops and other documentation in form and substaeasonably satisfactory to the Lender.
Each Lithia Dealership shall provide such Dealgrshuaranty and Collateral Documents prior to ondiameously with its Acquisition.

(m) FUTURE LIENS ON REAL PROPERTY. The Borrower Bhand shall cause each of its Subsidiaries thatquired to guarantee the
Obligations and Lithia Financial Corporation anthia Real Estate, Inc., to deliver to Lender, imiatgly upon its acquisition or leasing of
any real property after the date hereof, copieengfmortgage, deed of trust, collateral assignraenther appropriate instrument evidencir
lien upon any such acquired property that wouldther than a Customary Permitted Lien if the reéapprty were included in the Collateral
(in the case of any acquisition of real property)copies of a lease (in the case of a real prgpease) and the Borrower or the applicable
Subsidiary, as the case may be, shall use thdieffests provide the Lender with such opinionsidibrd and mortgagee waivers as the
Lender shall have reasonably requested in conmegtith such acquisition or leasing of real propgntyy if the term of such lease (without
regard to any extension thereof at then currenketaent) is more than five years or (ii) such &has a material value by reason of a
purchase option, below-market rent or otherwise.

(n) FRANCHISE AGREEMENTS. The Borrower shall usebest efforts to obtain waivers under existing fariare franchise agreements on
terms and conditions acceptable to the Lendercseffi to permit the security interests and lienstemplated hereunder. To the extent any
franchise
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agreement materially limits the security interestd liens contemplated hereunder or under any teadlaDocument, the Borrower shall
notify the Lender of such restriction or limitatiand to the extent such franchise agreement rata@s Acquisition to be effected by the
Borrower, prior to such Acquisition becoming a Pitted Acquisition, the Lender shall have provideswiritten approval of such franchise
agreement.

(o) MINORITY HOLDERS. Borrower shall cause any miityp holder holding an Equity Interest in a Subaigipursuant to a Majority
Acquisition to pledge its Equity Interest to Lendieconnection with said Permitted Acquisition (pided, however, that Phillip Camp shall
not be required to pledge his 20% equity intemedtithia VS, L.L.C.).

5.3 NEGATIVE COVENANTS.

(2) INDEBTEDNESS. Neither the Borrower nor anytsf$ubsidiaries shall directly or indirectly createur, assume or otherwise becom
remain directly or indirectly liable with respeotdny Indebtedness, except:

(i) the Obligations;

(i) Permitted Existing Indebtedness and PermiRefinancing Indebtedness;

(iii) Indebtedness in respect of obligations sedurg Customary Permitted Liens;

(iv) Indebtedness constituting Contingent Obligasiin respect of Indebtedness otherwise permiteeumder;

(v) Indebtedness arising from intercompany loaomfthe Borrower to any Dealership Guarantor or feorg Subsidiary to the Borrower or
any Dealership Guarantor; PROVIDED that in eacle cakh Indebtedness is subordinated upon terns$egatiry to the Lender to the
obligations of the Borrower and its Subsidiariethwespect to the Obligations;

(vi) Guaranties by the Borrower of Indebtednessnitéed to be incurred by any Subsidiary;

(vii) Indebtedness with respect to surety, appedl@erformance bonds obtained by the Borrower gpradiits Subsidiaries in the ordinary
course of business;

(viii) Indebtedness arising under the Borrower Gudy or any Dealership Guaranty;

(ix) Indebtedness (evidenced by a promissory notetes) constituting that portion of the deferpenichase price payable by the Borrower in
connection with a Permitted Acquisition, and Ina@elrtess (evidenced by a promissory note or noted)areholders, members or partners
Subsidiary or a predecessor of such a subsidiapyieed in a Permitted Acquisition that are credigainst the purchase price (the "Seller's
Notes");

(x) Other Floor Plan Indebtedness;
(xi) Indebtedness incurred in connection with Calfiixpenditures; and renewals and refinancingsetifer
(xii) Guaranties by Borrower of operating leaseSuobsidiaries, including but not limited to leaséseal property;
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(xiii) Guaranties by Borrower of Indebtedness imedrby Lithia Financial Corporation and Lithia R&sitate, Inc.;
(xiv) Indebtedness of a dealership Subsidiary aegluin a Permitted Acquisition, including but notited to:

(a) recourse liability to purchasers of automobhattel paper retail leases; and
(b) Indebtedness to lenders providing wholesalsddimancing.

(xv) Indebtedness not in excess of $250,000 in ection with the liens set forth in Section 5.3(G)(v

(b) SALES OF ASSETS. Neither the Borrower nor ahigoSubsidiaries shall sell, assign, transfeasés convey or otherwise dispose of any
property (including the Capital Stock of any Sukesig), whether now owned or hereafter acquirediror income or profits therefrom, or
enter into any agreement to do so, except:

(i) sales of inventory in the ordinary course o$imess (and sales of automotive chattel papereasts generated thereby);

(i) the disposition in the ordinary course of mess of equipment that is obsolete, excess ormgelauseful in the Borrower's or its
Subsidiaries' business;

(iii) transfers by a Dealership Guarantor to LitRiaancial Corporation of equipment, fixtures amthicles to be leased by Lithia Financial
Corporation to a Dealership Guarantor;

(iv) transfers by a Dealership Guarantor to LitRizal Estate, Inc. of real property to be leasedithya Real Estate, Inc. to a Dealership
Guarantor; and

(v) sales, assignments, transfers, leases, congeyam other dispositions of other assets (inclydales of Capital Stock of a Subsidiary) if
such transaction (a) is for all cash consideraf{bhis for not less than Fair Value, (c) when cameh with all such other transactions (each
such transaction being valued at book value) (i)nduthe immediately preceding twelve-month periggiresents the disposition of not
greater than $250,000, and

(i) during the period from the date hereof to tlee of such proposed transaction, representsghedition of not greater than $500,000 and
(d) if a sale by the Borrower of Capital Stock imy&Subsidiary, except as provided in subclausal§oye, the Borrower shall continue to o

of record and beneficially, with sole voting andmbsitive power, 100% (unless required by the Slidsi's franchise agreement to be less, in
which event at least 80%) of the outstanding shai€apital Stock of any such Subsidiary.

(c) LIENS. Neither the Borrower nor any of its Sigries shall directly or indirectly create, incassume or permit to exist any Lien on or
with respect to any of their respective propertassets, except:

(i) Permitted Existing Liens;
(i) Customary Permitted Liens;
(iii) Liens securing the Obligations;

(iv) Liens securing the Indebtedness describeckirtiGn
(a)(ix), provided the amount of such liens shatl atcany time exceed $10,000,000;

33



(v) liens, for the purpose of securing IndebtedmEscribed in Section 5.3 (a)(xiv) above, in chatéper, vehicle leases to retail customers,
the vehicles sold or leased thereunder, returmepmrssessions of such vehicles, and proceeds lfcaliateral;

(vi) liens of General Motors Acceptance Corporaff@@MAC") in present and future contracts held bM&C (in the case of a Lithia
Dealership that sells chattel paper to GMAC);

(vii) liens of wholesalers or refiners of oil ohetr petroleum products in equipment supplied ta®@oer or a Subsidiary in connection with
contracts to supply such products;

(viii) liens securing the Other Floor Plan Indebitess; and

(ix) Liens (other than on the stock of any Subsid& securing other obligations not exceeding $280 in the aggregate at any time
outstanding.

In addition, neither the Borrower nor any of itsSidliaries shall become a party to any agreemei#, mdenture or other instrument, or take
any other action, which would prohibit the creatadra lien on any of its properties or other asgetavor of the Lender as collateral for the
Obligations; PROVIDED that any agreement, noteeirtdre or other instrument in connection with lipesmitted pursuant to CLAUSE (1)
above may prohibit the creation of a lien in fagbthe Lender on the items of property subjectuchslien.

(d) INVESTMENTS. Except to the extent permittedguant to PARAGRAPH (G) below, neither the Borrower any of its Subsidiaries
shall directly or indirectly make or own any Invesint except:

(i) Investments in Cash Equivalents;
(i) Permitted Existing Investments in an amount gieater than the amount thereof on the date fiereo

(iii) Investments in trade receivables or receiiredonnection with the bankruptcy or reorganizatrsuppliers and customers and in
settlement of delinquent obligations of, and otltisputes with, customers and suppliers arisingpénardinary course of business;

(iv) Investments consisting of intercompany loamsf any Subsidiary to the Borrower or any otherssdiary permitted by
SECTION 5.3(A)(V);

(v) Investments in any Dealership Guarantor;
(vi) Investments constituting Permitted Acquisispand

(vii) Investments in addition to those referredetsewhere in this SECTION 5.3(D) in an amount natstceed $500,000 in the aggregate at
any time outstanding;

PROVIDED, HOWEVER, that the Investments describe@ LAUSE (VII) above shall not be permitted if edthan Event of Default or
Unmatured Default shall have occurred and be coiminon the date thereof or would result therefrom.

(e) RESTRICTED PAYMENTS. Neither the Borrower nowyaf its Subsidiaries shall declare or make angtiRged Payment, except:
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(i) where the consideration therefor consists gadéEquity Interests (but excluding Disqualifietb&k) of the Borrower or its Subsidiaries
provided no Change of Control would occur as altélsareof; and

(i) in connection with the payment of dividends dysubsidiary to the Borrower.

(f) CONDUCT OF BUSINESS; SUBSIDIARIES; ACQUISITIONS) Neither the Borrower nor any of its Subsiigarshall engage in any
business other than the businesses engaged ir Botihower and its subsidiaries, collectively, ba tate hereof and any business or
activities which are substantially similar, relatadncidental thereto.

(i) The Borrower may create, acquire and/or cdigitgeany Subsidiary (a "NEW SUBSIDIARY") after tate hereof pursuant to any
transaction that is permitted by or not otherwisghjbited by this Agreement; PROVIDED that upon ¢neation or acquisition of each New
Subsidiary, the requirements set forth in SECTIOXNH hereof shall have been satisfied and all Neusidiaries that are Material
Subsidiaries shall be Controlled Subsidiaries.

(iii) The Borrower shall not make any Acquisitiomsher than Acquisitions meeting the following regments (each such Acquisition
constituting a "PERMITTED ACQUISITION"):

(a) no Event of Default or Unmatured Default siwale occurred and be continuing or would resuthfsuch Acquisition or the incurrence
any Indebtedness in connection therewith;

(b) in the case of an Acquisition of Equity Inteeesf an entity, such Acquisition shall be of onmtired percent (100%) of the Equity
Interests of such entity except that in the case Mfjority Acquisition, such Acquisition shall béat least eighty percent (80.0%) of the
Equity Interests of such entity provided that thevisions of Section 5.2 (0) are complied with;

(c) the businesses being acquired shall be sulstgrsimilar, related or incidental to the busises or activities engaged in by the Borrower
and its Subsidiaries on the date hereof;

(d) prior to each such Acquisition, the Borrowealskeliver to the Lender a certificate from onelod Authorized Officers, demonstrating to
the reasonable satisfaction of the Lender that gfténg effect to such Acquisition and the incurce of any Indebtedness hereunder and in
connection herewith, on a PRO FORMA basis (bottohisally and on a projected basis), as if the Asition and such incurrence of
Indebtedness had occurred on the first day ofiledve-month period ending on the last day of ther®wer's most recently completed fiscal
quarter, the Borrower would have been in compliamite all of the covenants contained in this Agrea including, without limitation, the
financial covenants set forth in SECTION 5.4;

(f) the purchase is consummated pursuant to a imgatacquisition agreement on a non-hostile basis;

(9) after giving effect to such Acquisition, thgresentations and warranties set forth in ARTICWEhéreof shall be true and correct in all
respects on and as of the date of such Acquisititmthe same effect as though made on and ascbfdate; and

(h) the written consent of the Lender shall havenbebtained in connection with any Acquisitionhiétacquisition price therefore (including
the maximum amount of any deferred
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portion thereof or contingency payments payableoimection therewith) (computed with any non-castiipn of the acquisition price being
valued at the fair value thereof as of the dateoofiputation) exceeds $5,000,000 (such amount lmshgf new and used vehicle inventory, if
such inventory is financed with a floor plan lender such Acquisition or series of related Acqtigsis.

(i) the Borrower shall have obtained (and shalldhbased the calculations set forth above on)thé cuseent year end audited financial
statement and current direct statement for thestging the event that audited statements are uladnaj Borrower will provide details with
respect to the transactions and financial statesraadeptable to Lender in its discretion), in ezade obtained from the seller or provided by
independent certified public accountants retaimedHe purposes of such Acquisition, broken dowtfiggal quarter in the Borrower's
reasonable judgment, copies of which shall be plexvito the Lender.

(j) the Borrower shall have obtained either (i) @ten approval for a new franchise agreement betwhe Lithia Dealership and the
manufacturer on substantially the same terms asdahehise agreement entered into between the raatunér and the entity to be acquired in
such Permitted Acquisition or (ii) any consent rieggl from a manufacturer for the continued enfobdéy and validity of such franchise
agreement after the completion of a Permitted Asitjan shall have been obtained.

(g) TRANSACTIONS WITH SHAREHOLDERS AND AFFILIATESNeither the Borrower nor any of its Subsidiariealstirectly or

indirectly enter into or permit to exist any traasan (including, without limitation, the purchasale, lease or exchange of any property ¢
rendering of any service) with any holder or hotdef any of the Equity Interests of the Borrowerwith any Affiliate of the Borrower whic

is not a Dealership Guarantor, on terms that @®flevorable to the Borrower or any of its Subsid& as applicable, than those that might be
obtained in an arm's length transaction at the fiora Persons who are not such a holder or Afliat

(h) RESTRICTION ON FUNDAMENTAL CHANGES. Neither tH&orrower nor any of its Subsidiaries shall entgo iany merger or
consolidation, or liquidate, windp or dissolve (or suffer any liquidation or diggain), or convey, lease, sell, transfer or otheendispose o

in one transaction or series of transactions,ratubstantially all of the Borrower's or any suctbSldiary's business or property, whether now
or hereafter acquired, except (i) transactions piggchunder SECTIONS 5.3(B) or 5.3(G) (ii) the mergf a Subsidiary of the Borrower int
Person acquired or being acquired in connectioh aiPermitted Acquisition; (iii) the merger of aallly-owned Subsidiary of the Borrower
with and into the Borrower; and (iv) the mergeadBubsidiary of the Borrower with another Subsidiarthe Borrower; PROVIDED,
HOWEVER, (i) with respect to any such permitted gags involving any Dealership Guarantor, the sumg\corporation in the merger shall
also be or become a Dealership Guarantor; andf{@) the consummation of any such transactionBtirveower shall be in compliance with
the provisions of SECTIONS 5.2(K) and 5.3(E).

(i) SALES AND LEASEBACKS. Neither the Borrower nany of the Lithia Subsidiaries shall become lialiegctly, by assumption or by
Contingent Obligation, with respect to any leaseetlier an operating lease or a Capitalized Ledseyoproperty (whether real or personal
or mixed)

(i) which it or one of the Lithia Subsidiaries sadtransferred or is to sell or transfer to anyeotPerson, or (ii) which it or one of the Lithia
Subsidiaries intends to use for substantially #reespurposes as any other property which has lrésriabe sold or transferred by it or one
of the Lithia Subsidiaries to any other Personanrection with such lease, other than a (A) Dehipr&uarantor's sale to, and lease of
Equipment from, Lithia Financial Corporation angd éDealership Guarantor's sale to, and leaseabkstate from, Lithia Real Estate, Inc.
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() MARGIN REGULATIONS. Neither the Borrower nor pof its Subsidiaries, shall use all or any portidrithe proceeds of any credit
extended under this Agreement to purchase or ddargin Stock.

(k) ERISA. The Borrower shall not

(i) engage, or permit any of its Subsidiaries tgage, in any prohibited transaction described ittiGes 406 of ERISA or 4975 of the Code
for which a statutory or class exemption is notilatée or a private exemption has not been preWwooistained from the DOL;

(i) permit to exist any accumulated funding dedinty (as defined in Sections 302 of ERISA and 41BeCode), with respect to any Benefit
Plan, whether or not waived,

(iii) fail, or permit any Controlled Group memberfail, to pay timely required contributions or amahinstallments due with respect to any
waived funding deficiency to any Benefit Plan;

(iv) terminate, or permit any Controlled Group memnto terminate, any Benefit Plan which would resubny liability of the Borrower or
any Controlled Group member under Title IV of ERISA

(v) fail to make any contribution or payment to avyltiemployer Plan which the Borrower or any Catied Group member may be requil
to make under any agreement relating to such Mufileyer Plan, or any law pertaining thereto;

(vi) fail, or permit any Controlled Group memberf&l, to pay any required installment or any othayment required under Section 412 of
the Code on or before the due date for such ins¢at or other payment; or

(vii) amend, or permit any Controlled Group memtzeamend, a Plan resulting in an increase in ctiligoility for the plan year such that t
Borrower or any Controlled Group member is requiedrovide security to such Plan under Section@@29) of the Code,

except where such transactions, events, circumssanc failures will not have or is not likely tolgect the Borrower and its Subsidiaries to
liability individually or in the aggregate in exaesf $250,000.

() ISSUANCE OF EQUITY INTERESTS. The Borrower shabt issue any Equity Interests if as a resukwath issuance a Change of
Control shall occur. None of the Borrower's Sulagigis shall issue any Equity Interests other tbathe Borrower except as permitted in
connection with a Majority Acquisition or as recqdrto comply with the terms of the relevant frasehagreement with a particular
automotive manufacturer.

(m) CORPORATE DOCUMENTS; FRANCHISE AGREEMENTS. Nuwit the Borrower nor any of its Subsidiaries shalkend, modify or
otherwise change any of the terms or provisioreniy of their respective constituent documents a&gfact on the date hereof in any manner
adverse in any respect to the interests of the éewithout the prior written consent of the Lendine Borrower shall not permit any Lithia
Dealership to amend, modify or otherwise changeddrlje terms or provisions of such Lithia Deal@pshfranchise agreement in any mar
adverse in any respect to the interests of the éewithout the prior written consent of the Lender.
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(n) FISCAL YEAR. Neither the Borrower nor any of itonsolidated Subsidiaries shall change its figeat for accounting or tax purposes
from a period consisting of the 12-month periodiegaebn December 31 of each calendar year.

(o) SUBSIDIARY COVENANTS. The Borrower will not, drwill not permit any Lithia Subsidiary to, createotherwise cause to become
effective any consensual encumbrance or restrictiany kind on the ability of any Lithia Subsidiao (i) pay dividends or make any other
distribution on its stock,

(i) make any other Restricted Payment, (iii) pay éndebtedness or other Obligation owed to the®weer or any other Lithia Subsidiary,
(iv) make loans or advances or other InvestmentisérBorrower or any other Lithia Subsidiary, oy gell, transfer or otherwise convey any
of its property to the Borrower or any other Litlabsidiary, except as may be required to complly amy applicable financial covenants
under the terms of the franchise or dealer agreethahBorrower or each of its Dealership Subsid&has with vehicle manufactuerers.

(p) HEDGING OBLIGATIONS. The Borrower shall not agtall not permit any of its Subsidiaries to eféo any interest rate, commodity
or foreign currency exchange, swap, collar, cagiroilar agreements evidencing Hedging Obligatiatiser than interest rate, foreign
currency or commodity exchange, swap, collar, agaginilar agreements entered into by the Borrowex Subsidiary pursuant to which the
Borrower or such Subsidiary has hedged its actuatést rate, foreign currency or commaodity expesur

() NEGATIVE PLEDGE. With respect to any DealersBparantor operating under a franchise agreemehtieyota Motor Sales in USA,
Inc, American Honda Motor Corporation, or NissatJiBA, Inc., Borrower hereby agrees that it shatipledge or otherwise transfer its
Capital Stock in such Dealership to any Person.

5.4 FINANCIAL COVENANTS. The Borrower shall complyith the following:

(2) TOTAL DEBT TO TANGIBLE BASE CAPITAL RATIO. Théorrower shall not at any time permit the ratioBT RATIO") of Total
Debt of the Lithia Group on a consolidated basisaagible Base Capital of the Lithia Group on asmitlated basis to be greater than 30:1.

(b) TOTAL ADJUSTED DEBT TO TANGIBLE BASE CAPITAL RAIO. The Borrower shall not at any time permit tado ("ADJUSTED
TBC RATIO") of Total Adjusted Debt of the Lithia Gup on a consolidated basis to Tangible Base Gagfithe Lithia Group on a
consolidated basis to be greater than 15:1.

(c) CURRENT RATIO. The Borrower shall not at anyé permit the ratio (the "CURRENT RATIO") of Curtekssets of the Lithia Group
on a consolidated basis to Current Liabilitieshe Lithia Group on a consolidated basis to betless 1.2:1.

(d) FIXED CHARGE COVERAGE RATIO. The Borrower shaflaintain a ratio ("FIXED CHARGE COVERAGE RATIO"f ¢) EBITDAR
LESS Capital Expenditures for tangible or intangipérsonal property paid in cash ("Maintenance t@abpkpenditures"), to (ii) (a) Interest
Expense PLUS (b) scheduled amortization of thecjpal portion of all Indebtedness for money borrdwexcept for Seller's Notes) PLUS
Rentals PLUS (d) taxes paid in cash during suctopgerf the Borrower and its consolidated Subsidmof at least 1.2:1 for each fiscal qué
ending from and after the Effective Date. In eaabecthe Fixed Charge Coverage Ratio shall be ditednas of the last day of each fiscal
quarter for the four-quarter period ending on sda.

(e) NET CASH. Borrower shall maintain positive NGash.

All financial covenants set forth in this SECTIONtShall be calculated by the Lender based ondleilations set forth in and the financial
statements attached to Officer's Certificates
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delivered hereunder and shall be binding on thed®eer for all purposes of this Agreement absentifaanerror.
6. EVENT OF DEFAULTS
6.1 EVENT OF DEFAULTS. Each of the following occences shall constitute an Event of Default undisrAlgreement:

(a) FAILURE TO MAKE PAYMENTS WHEN DUE. The Borroweshall (i) fail to pay when due any of the Obligai$ consisting of
principal with respect to the Advances or (i) $ffiail to pay within ten (10) days of the date widire any of the other Obligations under this
Agreement or the other Loan Documents.

(b) BREACH OF CERTAIN COVENANTS. The Borrower shédil duly and punctually to perform or observe agyeement, covenant or
obligation binding on the Borrower under SECTIONZ(B), 5.2(K), 5.3 or 5.4.

(c) BREACH OF REPRESENTATION OR WARRANTY. Any regrentation or warranty made or deemed made by th@®Ber to the
Lender herein or by the Borrower or any of its Sdibsies in any of the other Loan Documents orrig written certificate of any Authorized
Officer at any time given by any such Person purst@any of the Loan Documents shall be false istaading in any respect on the date as
of which made (or deemed made).

(d) OTHER DEFAULTS. The Borrower shall default retperformance of or compliance with any term coethin this Agreement (other
than as covered by PARAGRAPHS (A), (B) or (C) a6tBECTION 6.1), or the Borrower or any of the lidtlsubsidiaries shall default in the
performance of or compliance with any term contdimeany of the other Loan Documents, and suchulteshall continue for thirty (30) da
after the occurrence thereof.

(e) DEFAULT AS TO OTHER INDEBTEDNESS. The Borrowarany of the Lithia Subsidiaries shall fail to neadny payment when due
(whether by scheduled maturity, required prepayasteleration, demand or otherwise) with respeeanyy Indebtedness (other than
Indebtedness constituting the deferred portiomefurchase price of an asset which is subjecgtmod faith dispute, which, together with all
such other outstanding disputed Indebtednesstimmxcess of $500,000 and which is being contelsyethe Borrower, and provided that
Borrower has set aside adequate reserves coverigdisputed Indebtedness) the outstanding prihaipaunt of which Indebtedness is in
excess of $100,000; or any breach, default or esfedéfault shall occur, or any other conditionlsbaist under any instrument, agreement or
indenture pertaining to any such Indebtedneshgikffect thereof is to cause an acceleration, atang redemption, a requirement that the
Borrower offer to purchase such Indebtedness @ratquired repurchase of such Indebtedness, oripgre holder(s) of such Indebtedness
to accelerate the maturity of any such Indebtedoessquire a redemption or other repurchase di sndebtedness; or any such Indebtednes:s
shall be otherwise declared to be due and payhbladceleration or otherwise) or required to beai®, redeemed or otherwise repurchased
by the Borrower or any of the Lithia Subsidiariether than by a regularly scheduled required pneyayg) prior to the stated maturity there

() INVOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVERETC.

() An involuntary case shall be commenced agahesBorrower or any of the Borrower's Subsidiaged the petition shall not be dismissed,
stayed, bonded or discharged within sixty (60) d#fyesr commencement of the case; or a court hguitigdiction in the premises shall ente
decree or order for relief in respect of the Boreowr any of the
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Borrower's Subsidiaries in an involuntary case,aurahy applicable bankruptcy, insolvency or othieilar law now or hereinafter in effect;
or any other similar relief shall be granted unaiey applicable federal, state, local or foreign.law

(i) A decree or order of a court having jurisdictiin the premises for the appointment of a receliguidator, sequestrator, trustee, custodian
or other officer having similar powers over the Baver or any of the Borrower's Subsidiaries or aleor a substantial part of the property
of the Borrower or any of the Borrower's Subsidiarshall be entered; or an interim receiver, tausteother custodian of the Borrower or any
of the Borrower's Subsidiaries or of all or a sahsal part of the property of the Borrower or ariyhe Borrower's Subsidiaries shall be
appointed or a warrant of attachment, executiosirailar process against any substantial part optioperty of the Borrower or any of the
Borrower's Subsidiaries shall be issued and anly suent shall not be stayed, dismissed, bondedoharged within sixty (60) days after
entry, appointment or issuance.

(g) VOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVERETC. The Borrower or any of the Borrower's Subsidmshall (i)
commence a voluntary case under any applicablerbptdy, insolvency or other similar law now or hedter in effect, (ii) consent to the er

of an order for relief in an involuntary case, @the conversion of an involuntary case to a va@ontase, under any such law, (iii) consent to
the appointment of or taking possession by a recetwstee or other similar custodian for the liené creditors for all or a substantial par

its property, (iv) make any assignment for the Ilfiené creditors or (v) take any corporate actiorauthorize any of the foregoing.

(h) JUDGMENTS AND ATTACHMENTS. Any money judgment(@ther than a money judgment covered by insurasde which the
insurance company has not disclaimed coverageitonafs reserved the right to disclaim coveragehdetter reserving the right to disclaim
coverage is outstanding twelve months after suchepqudgment was rendered), writ or warrant ofcittaent, or similar process against the
Borrower or any of its Subsidiaries or any of threpective assets involving in any single casa tite aggregate an amount in excess of
$250,000 is or are entered and shall remain undigeld, unvacated, unbonded or unstayed for a pefisitty (60) days or in any event later
than fifteen (15) days prior to the date of anypmsed sale thereunder.

(i) DISSOLUTION. Any order, judgment or decree sl entered against the Borrower or any of itssgliiries decreeing its involuntary
dissolution or split up and such order shall remaidischarged and unstayed for a period in exdesigty (60) days; or the Borrower or any
of its Subsidiaries shall otherwise dissolve orsec® exist except as specifically permitted bg thgreement.

(j) LOAN DOCUMENTS; FAILURE OF SECURITY. At any tie for any reason,

(i) any Loan Document as a whole that affects thility of the Lender to enforce the Obligationsemforce its rights against the Collateral
ceases to be in full force and effect or the Boeoar any of the Borrower's Subsidiaries partydt@®seeks to repudiate its obligations
thereunder and the liens intended to be createdhiiare, or the Borrower or any such Subsidiaeks¢o render such liens, invalid or
unperfected, or (ii) any lien on Collateral in fawd the Lender contemplated by the Loan Documshddl, at any time, for any reason, be
invalidated or otherwise cease to be in full foaoel effect or such lien shall not have the priocitptemplated by this Agreement or the Loan
Documents and such failure shall continue for tl{8ealays after the occurrence thereof.

(k) TERMINATION EVENT. Any Termination Event occuwmhich is reasonably likely to subject the Borrowemany of its Subsidiaries to
liability individually or in the aggregate in exaesf $250,000, and such Termination Event shaltiooa for three (3) days after the
occurrence thereof, PROVIDED HOWEVER, if such Taration Event is a Reportable Event, then priouthsTermination
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Event causing an Event of Default under this SEQT B (K), such Termination Event shall continuetm (10) days after the occurrence
thereof.

() WAIVER OF MINIMUM FUNDING STANDARD. If the planadministrator of any Plan applies under Sectioc&(d)lof the Code for a
waiver of the minimum funding standards of Secdd2(a) of the Code and the Lender believes thetantisl business hardship upon which
the application for the waiver is based could reabty be expected to subject either the Borrowemyr Controlled Group member to liabil
individually or in the aggregate in excess of $280,

(m) CHANGE OF CONTROL. A Change of Control shaltac

(n) HEDGING AGREEMENTS. Nonpayment by the Borrowerany Subsidiary of any obligation under any cacitwith respect to Hedging
Obligations entered into by the Borrower or suchstdiary with the Lender (or Affiliate thereof) tire breach by the Borrower or Subsidiary
of any other term, provision or condition contaife@ny agreement and such nonpayment or breadrcshéinue for ten (10) days after the
occurrence thereof.

(0) GUARANTOR DEFAULT OR REVOCATION. Any Lithia Guanty shall fail to remain in full force or effegt any action shall be taken
by the Borrower or any Dealership Guarantor toaisionue or to assert the invalidity or unenforcégbof any Lithia Guaranty or the
Borrower or any Dealership Guarantor shall faicéonply with any of the terms or provisions of arithia Guaranty to which it is a party, or
the Borrower or any Dealership Guarantor deniesitlies any further liability under any Lithia Gaaty to which it is a party, or gives not
to such effect.

(p) ENVIRONMENTAL MATTERS. The Borrower or any ofi¢ Lithia Subsidiaries shall be the subject of proceeding or investigation
pertaining to (i) the Release by the Borrower or ahthe Lithia Subsidiaries of any Contaminanbittie environment, (ii) the liability of the
Borrower or any of the Llthia Subsidiaries arisingm the Release by any other person of any Comi@miinto the environment, or (iii) any
violation of any Environmental, Health or SafetygRi#ements of Law by the Borrower or any of its Sidiaries, which, in any case, has
subjected or is reasonably likely to subject ther®oer or any of the Lithia Subsidiaries to liatyilindividually or in the aggregate in excess
of $500,000.

An Event of Default shall be deemed "continuingtilucured or until waived in writing in accordanegth SECTION 7.3.
7. ACCELERATION, WAIVERS, AMENDMENTS AND REMEDIES

7.1 TERMINATION OF COMMITMENTS; ACCELERATION. If ap Event of Default described in SECTION 6.1(F) dt(&) occurs with
respect to the Borrower, the obligation of the Lemih make Advances hereunder shall automatioatiyinate and the Obligations shall
immediately become due and payable without anytieleor action on the part of the Lender. If anlgastEvent of Default occurs, the Lender
may terminate or suspend its obligations to makeafdes hereunder, or declare the Obligations tukeand payable, or both, whereupon,
after written notice to the Borrower, the Obligascsshall become immediately due and payable, withmsentment, demand, protest or other
notice of any kind, all of which the Borrower exgsty waives.

7.2 AMENDMENTS. No amendment, waiver or modificatiof any provision of this Agreement shall be effex unless signed by each of
the parties hereto and then only to the extentiéh svriting specifically set forth.

7.3 PRESERVATION OF RIGHTS. No delay or omissiorited Lender to exercise any right under the Loanubwents shall impair such
right or be construed to be a waiver of any Evéiefault or
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an acquiescence therein, and the making of an Advaaotwithstanding the existence of an Event ofDkfor the inability of the Borrower |
satisfy the conditions precedent to such Advanedl slot constitute any waiver or acquiescence. gingle or partial exercise of any such
right shall not preclude other or further exerdlsereof or the exercise of any other right, andvatver, amendment or other variation of the
terms, conditions or provisions of the Loan Docutaevhatsoever shall be valid unless in writing sy the Lender, and then only to the
extent in such writing specifically set forth. Almedies contained in the Loan Documents or byaffi@rded shall be cumulative and all shall
be available to the Lender until the Obligationgehbeen paid in full.

8. GENERAL PROVISIONS

8.1 SURVIVAL OF REPRESENTATIONS. All representatioand warranties of the Borrower contained in igseement shall survive
delivery of the Note and the making of the Advantesein contemplated.

8.2 GOVERNMENTAL REGULATION. Anything contained ihis Agreement to the contrary notwithstanding, lteader shall not be
obligated to extend credit to the Borrower in vima of any limitation or prohibition provided by applicable statute or regulation.

8.3 PERFORMANCE OF OBLIGATIONS. The Borrower agréest the Lender may, but shall have no obligat®o() at any time, pay or
discharge taxes, liens, security interests or a¢heumbrances levied or placed on or threatenddsigay Collateral, unless such claims are
being contested in good faith by the Borrower dredBorrower has set aside adequate reserves cowerih tax, lien, security interest or
other encumbrance and no Event of Default has cedwand is outstanding and (i) after the occureesmnd during the continuance of an
Event of Default to make any payment or perform aciyrequired of the Borrower under any Loan Docuinee take any other action which
the Lender in its discretion deems necessary dradds to protect or preserve the Collateral, idahdg, without limitation, any action to (y)
effect any repairs or obtain any insurance caltedy the terms of any of the Loan Documents arjbipall or any part of the premiums
therefor and the costs thereof and (z) pay angesyable by the Borrower which are more than 3@ gast due, or as to which the landlord
has given notice of termination, under any lea$e Oender shall use its efforts to give the Bornonaice of any action taken under this
SECTION 8.3 prior to the taking of such action comptly thereafter provided the failure to give Isumtice shall not affect the Borrower's
obligations in respect thereof. The Borrower agtegsay the Lender, upon demand, the principal arnhofiall funds advanced by the Lender
under this SECTION 8.3, together with interest ¢loer at the rate from time to time applicable to &atves from the date of such advance
the outstanding principal balance thereof is paitilll. All outstanding principal of, and interest, advances made under this SECTION 8.3
shall constitute Obligations for purposes hereof.

8.4 HEADINGS. Section headings in the Loan Documan¢ for convenience of reference only, and stwljovern the interpretation of any
of the provisions of the Loan Documents.

8.5 ENTIRE AGREEMENT. The Loan Documents embodyehtre agreement and understanding among the Berrand the Lender and
the Loan Documents delivered on the Effective Bafgersede all prior agreements and understandmgsathe Borrower and the Lender
relating to the subject matter thereof.

8.6 EXPENSES; INDEMNIFICATION.

(2) EXPENSES. The Borrower shall reimburse the leefidr any reasonable costs, internal charges atidfgpocket expenses (including
reasonable attorneys' and paralegals' fees anctliarges of attorneys and paralegals for the Lenddch attorneys and paralegals may be
employees of the Lender) paid or incurred by thedeg in connection with the preparation,
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negotiation, execution, delivery, review, amendmarddification, and administration of the Loan Dowmnts. The Borrower also agrees to
reimburse the Lender for any costs, internal cteagel out-of-pocket expenses (including attornayd'paralegals’ fees and time charges of
attorneys and paralegals for the Lender, whichra¢lgs and paralegals may be employees of the Lepéit or incurred by the Lender in
connection with the collection of the Obligatiomxlaenforcement of the Loan Documents. In additiexpenses set forth above, the
Borrower agrees to reimburse the Lender, promtyr ¢he Lender's request therefor, for each awditther business analysis performed by it
in connection with this Agreement or the other L&ntuments at a time when an Event of Default exisan amount equal to the Lender's
then reasonable and customary charges for eacbrpensployed to perform such audit or analysis, plusosts and expenses (including
without limitation, travel expenses) incurred bg ttender in the performance of such audit or amaly&nder shall provide the Borrower

with a detailed statement of all reimbursementsiested under this SECTION 8.6(A).

(b) INDEMNITY. The Borrower further agrees to defemprotect, indemnify, and hold harmless the Leraatet each of its Affiliates, and each
of the Lender's, or Affiliate's respective officedirectors, employees, attorneys and agents @iva without limitation, those retained in
connection with the satisfaction or attempted &atiton of any of the conditions set forth in ARTIE II) (collectively, the

"INDEMNITEES") from and against any and all liaki#is, obligations, losses, damages, penaltiegregtjudgments, suits, claims, costs,
expenses of any kind or nature whatsoever (inctydirithout limitation, the fees and disbursemeriitsaunsel for such Indemnitees in
connection with any investigative, administrativgualicial proceeding, whether or not such Indeewstshall be designated a party thereto),
imposed on, incurred by, or asserted against suddnhnitees in any manner relating to or arisingodut

(i) this Agreement, the other Loan Documents or @finyre Transaction Documents, or any act, evetrtamisaction related or attendant the
the making of the Advances, hereunder, the manageofisuch Advances, the use or intended use gbitheseds of the Advances hereun
or any of the other transactions contemplated byTttansaction Documents; or

(i) any liabilities, obligations, responsibilitieksses, damages, personal injury, death, purdtiveages, economic damages, consequential
damages, treble damages, intentional, willful ontea injury, damage or threat to the environmeatural resources or public health or
welfare, costs and expenses (including, withouttéition, attorney, expert and consulting fees amstxof investigation, feasibility or
remedial action studies), fines, penalties and n@opesanctions, interest, direct or indirect, knavrunknown, absolute or contingent, past,
present or future relating to violation of any Enavimental, Health or Safety requirements of lawiag from or in connection with the past,
present or future operations of the Borrower, itbssdiaries or any of their respective predecessargerest, or, the past, present or future
environmental, health or safety condition of anspective property of the Borrower or its Subsidigsithe presence of asbestos-containing
materials at any respective property of the Bormoovdts Subsidiaries or the Release or threatétedase of any Contaminant into the
environment (collectively, the "INDEMNIFIED MATTER$

PROVIDED, HOWEVER, the Borrower shall have no obtign to an Indemnitee hereunder with respectdernmified Matters caused by or
resulting from the willful misconduct or gross nigghce of such Indemnitee as determined by thé fima-appealed judgment of a court of
competent jurisdiction. If the undertaking to indefy, pay and hold harmless set forth in the praggdentence may be unenforceable
because it is violative of any law or public politiye Borrower shall contribute the maximum portiamich it is permitted to pay and satisfy
under applicable law, to the payment and satigfaaif all Indemnified Matters incurred by the Inddtaes.
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(c) Notwithstanding anything else in this Agreemienthe contrary, no party shall have any obligatm reimburse any person for attorneys'
fees and expenses unless such fees and expeng@seasonable in amount, (ii) determined withmeference to any statutory presumption
and (iii) calculated using the actual time expended the standard hourly rate for the attorneyspamdlegals performing the tasks in ques
and the actual out-of-pocket expenses incurred.

(d) WAIVER OF CERTAIN CLAIMS; SETTLEMENT OF CLAIMSThe Borrower further agrees to assert no claininsgany of the
Indemnitees on any theory of liability for consenig, special, indirect, exemplary or punitive dagas. No settlement shall be entered into
by the Borrower or any if its Subsidiaries withpest to any claim, litigation, arbitration or oth@oceeding relating to or arising out of the
transactions evidenced by this Agreement or therdtban Documents (whether or not the Lender orladgmnitee is a party thereto) unless
such settlement releases all Indemnitees from adyad liability with respect thereto.

(e) SURVIVAL OF AGREEMENTS. The obligations and agments of the Borrower under this SECTION 8.6Ishal/ive the termination
of this Agreement.

8.7 ACCOUNTING. Except as provided to the contragyein, all accounting terms used herein shalhb&preted and all accounting
determinations hereunder shall be made in accoedaith Agreement Accounting Principles.

8.8 SEVERABILITY OF PROVISIONS. Any provision in wii.oan Document that is held to be inoperative nfiokeeable, or invalid in any
jurisdiction shall, as to that jurisdiction, be perative, unenforceable, or invalid without affagtihe remaining provisions in that jurisdicti
or the operation, enforceability, or validity ofttprovision in any other jurisdiction, and to thisd the provisions of all Loan Documents are
declared to be severable.

8.9 NONLIABILITY OF LENDER. The relationship betweeahe Borrower and the Lender shall be solely ¢tfidtorrower and lender. The
Lender shall have no fiduciary responsibilitieshte Borrower and the Lender does not take any resipidity to the Borrower to review or
inform the Borrower of any matter in connectiontiwéiny phase of the Borrower's business or opesation

8.10 GOVERNING LAW. ANY DISPUTE BETWEEN THE BORROWREAND THE LENDER, OR ANY INDEMNITEE ARISING OUT
OF, CONNECTED WITH, RELATED TO, OR INCIDENTAL TO THRELATIONSHIP ESTABLISHED BETWEEN THEM IN
CONNECTION WITH, THIS AGREEMENT OR ANY OF THE OTHEROAN DOCUMENTS, AND WHETHER ARISING IN
CONTRACT, TORT, EQUITY, OR OTHERWISE, SHALL BE RESUED IN ACCORDANCE WITH THE INTERNAL LAWS
(WITHOUT REGARD TO THE CONFLICTS OF LAWS PROVISION®F THE STATE OF OREGON.

8.11 CONSENT TO JURISDICTION; SERVICE OF PROCESSRY TRIAL.

(a) EXCLUSIVE JURISDICTION. EXCEPT AS PROVIDED INUBSECTION (B), EACH OF THE PARTIES HERETO AGREES AH
ALL DISPUTES AMONG THEM ARISING OUT OF, CONNECTED WH, RELATED TO, OR INCIDENTAL TO THE RELATIONSHII
ESTABLISHED AMONG THEM IN CONNECTION WITH, THIS AGEEMENT OR ANY OF THE OTHER LOAN DOCUMENTS
WHETHER ARISING IN CONTRACT, TORT, EQUITY, OR OTHBRISE, SHALL BE RESOLVED EXCLUSIVELY BY STATE OR
FEDERAL COURTS LOCATED IN OREGON, BUT THE PARTIESHRETO ACKNOWLEDGE THAT ANY APPEALS FROM THOSE
COURTS MAY HAVE TO BE HEARD BY A COURT LOCATED OUTIBE OF OREGON.

(b) OTHER JURISDICTIONS. THE BORROWER AGREES THAHE LENDER OR ANY INDEMNITEE SHALL HAVE THE RIGHT
TO PROCEED AGAINST THE BORROWER OR ITS PROPERTYANCOURT IN ANY LOCATION TO ENABLE SUCH PERSON TO
(1) OBTAIN
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PERSONAL JURISDICTION OVER THE BORROWER OR (2) REIXE ON THE COLLATERAL OR ANY OTHER SECURITY FOR
THE OBLIGATIONS OR ENFORCE A JUDGMENT OR OTHER COURORDER ENTERED IN FAVOR OF SUCH PERSON. THE
BORROWER WAIVES ANY OBJECTION THAT IT MAY HAVE TO HE LOCATION OF THE COURT IN WHICH SUCH PERSON
HAS COMMENCED A PROCEEDING DESCRIBED IN THIS SUBSEIN (B).

(c) SERVICE OF PROCESS. THE BORROWER WAIVES PERSQ@NERVICE OF ANY PROCESS UPON IT AND IRREVOCABLY
CONSENTS TO THE SERVICE OF PROCESS OF ANY WRITSCRFESS OR SUMMONSES IN ANY SUIT, ACTION OR
PROCEEDING BY THE MAILING THEREOF BY THE LENDER BREGISTERED OR CERTIFIED MAIL, POSTAGE PREPAID, TO
THE BORROWER ADDRESSED AS PROVIDED HEREIN. NOTHINGEEREIN SHALL IN ANY WAY BE DEEMED TO LIMIT THE
ABILITY OF THE LENDER TO SERVE ANY SUCH WRITS, PRGESS OR SUMMONSES IN ANY OTHER MANNER PERMITTED
BY APPLICABLE LAW THE BORROWER IRREVOCABLY WAIVES AY OBJECTION (INCLUDING, WITHOUT LIMITATION,
ANY OBJECTION OF THE LAYING OF VENUE OR BASED ON THHGROUNDS OF FORUM NON CONVENIENS) WHICH IT MAY
NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY SUCHG@TION OR PROCEEDING WITH RESPECT TO TH
AGREEMENT OR ANY OTHER INSTRUMENT, DOCUMENT OR AGRBVMENT EXECUTED OR DELIVERED IN CONNECTION
HEREWITH IN ANY JURISDICTION SET FORTH ABOVE.

(d) WAIVER OF JURY TRIAL. TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH OF THE PARTIES
HERETO IRREVOCABLY WAIVES ANY RIGHT TO HAVE A JURYPARTICIPATE IN RESOLVING ANY DISPUTE, WHETHER
SOUNDING IN CONTRACT, TORT, OR OTHERWISE, ARISINGWO OF, CONNECTED WITH, RELATED TO OR INCIDENTAL TO
THE RELATIONSHIP ESTABLISHED AMONG THEM IN CONNECTN WITH THIS AGREEMENT OR ANY OTHER
INSTRUMENT, DOCUMENT OR AGREEMENT EXECUTED OR DELERED IN CONNECTION HEREWITH. EACH OF THE
PARTIES HERETO AGREES AND CONSENTS THAT ANY SUCH &IM, DEMAND, ACTION OR CAUSE OF ACTION SHALL BE
DECIDED BY COURT TRIAL WITHOUT A JURY AND THAT ANYPARTY HERETO MAY FILE AN ORIGINAL COUNTERPART
OR A COPY OF THIS AGREEMENT WITH ANY COURT AS WRITEN EVIDENCE OF THE CONSENT OF THE PARTIES HERETO
TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY.

(e) WAIVER OF BOND. TO THE MAXIMUM EXTENT PERMITTEDBY APPLICABLE LAW, THE BORROWER WAIVES THE
POSTING OF ANY BOND OTHERWISE REQUIRED OF ANY PARTHNERETO IN CONNECTION WITH ANY JUDICIAL PROCESS
OR PROCEEDING TO REALIZE ON THE COLLATERAL OR ANY THER SECURITY FOR THE OBLIGATIONS OR TO ENFORCE
ANY JUDGMENT OR OTHER COURT ORDER ENTERED IN FAVOBF SUCH PARTY, OR TO ENFORCE BY SPECIFIC
PERFORMANCE, TEMPORARY RESTRAINING ORDER, PRELIMINRY OR PERMANENT INJUNCTION, THIS AGREEMENT OR
ANY OTHER LOAN DOCUMENT.

(f) ADVICE OF COUNSEL. EACH OF THE PARTIES REPRESESI TO EACH OTHER PARTY HERETO THAT IT HAS DISCUSSED
THIS AGREEMENT AND, SPECIFICALLY, THE PROVISIONS OFHIS SECTION 8.11, WITH ITS COUNSEL.

8.12 NO STRICT CONSTRUCTION. The parties heretoehparticipated jointly in the negotiation and draftof this Agreement. In the
event an ambiguity or question of intent or intetption arises, this Agreement shall be constreatidrafted jointly by the parties hereto and
no presumption or burden of proof shall arise fangor disfavoring any party by virtue of the autstup of any provisions of this Agreeme

8.13 SUBORDINATION OF INTERCOMPANY INDEBTEDNESS. &Borrower agrees that any and all claims of thed®eer against any
Dealership Guarantor, any endorser or any otheragtar of all
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or any part of the Obligations, or against anyt®properties, including, without limitation, puesi to the any intercompany Indebtedness
permitted under SECTION 5.3(A)(VI), shall be sulinede and subject in right of payment to the ppayment, in full and in cash, of all
Obligations. Notwithstanding any right of the Bomer to ask, demand, sue for, take or receive aggnpat from any Dealership Guarantor,
all rights, liens and security interests of the®arer, whether now or hereafter arising and howspexisting, in any assets of any Dealer:
Guarantor shall be and are subordinated to thésrigfrany, of the Lender in those assets. The @wer shall have no right to possession of
any such asset or to foreclose upon any such agsether by judicial action or otherwise, unlesd antil all of the Obligations shall have
been paid in full in cash and satisfied and akficing arrangements under this Agreement and tlex bban Documents between the
Borrower and the Lender have been terminatedutind the continuance of an Event of Default, alhoy part of the assets of any Dealer
Guarantor, or the proceeds thereof, are subjemtyalistribution, division or application to the=ditors of any Dealership Guarantor, whether
partial or complete, voluntary or involuntary, amtether by reason of liquidation, bankruptcy, agement, receivership, assignment for the
benefit of creditors or any other action or prodeggdthen, and in any such event, any paymentsirildution of any kind or character, either
in cash, securities or other property, which shalpayable or deliverable upon or with respectipindebtedness of any Dealership
Guarantor to the Borrower, including, without liatibn, pursuant to the any intercompany Indebtesipesmitted under SECTION 5.3(A)
(VD) ("INTERCOMPANY INDEBTEDNESS") shall be paid atelivered directly to the Lender for applicatiomany of the Obligations, due
or to become due, until such Obligations shall Hagebeen paid in full in cash and satisfied; PRDED, HOWEVER, ordinary course
payments or distributions made by any Dealershigr@utor to the Borrower shall be required to bel paidelivered to the Lender only upon
the Lender's request. The Borrower irrevocably aitles and empowers the Lender to demand, suedtect and receive every such
payment or distribution and give acquittance thmrahd to make and present for and on behalf oBtireower such proofs of claim and take
such other action, in the Lender's own name dnémiame of the Borrower or otherwise, as the Lentgr deem necessary or advisable for
the enforcement of this SECTION

8.13. The Lender may vote such proofs of claimniy such proceeding, receive and collect any andiatiends or other payments or
disbursements made thereon in whatever form the saay be paid or issued and apply the same on acobany of the Obligations. Shot
any payment, distribution, security or instrumenpamceeds thereof be received by the Borrower upamith respect to the Intercompany
Indebtedness during the continuance of an Evebeddult and prior to the satisfaction of all of tBbligations and the termination of all
financing arrangements under this Agreement andtther Loan Documents between the Borrower and.¢imeler, the Borrower shall recei
and hold the same in trust, as trustee, for thefitesf the Lender and shall forthwith deliver th&me to the Lender, in precisely the form
received (except for the endorsement or assignofahte Borrower where necessary), for applicatmany of the Obligations, due or not d
and, until so delivered, the same shall be hetduist by the Borrower as the property of the LenB&OVIDED, HOWEVER, ordinary
course payments or distributions made to or by@glership Guarantor to the Borrower shall be meglio be paid or delivered to the
Lender only upon the Lender's request after themence and Continuance of an Event of DefauthdfBorrower fails to make any such
endorsement or assignment to the Lender, the Leardamy of its officers or employees are irrevogahithorized to make the same. The
Borrower agrees that until the Obligations havenhesd in full in cash and satisfied and all finemgcarrangements under this Agreement and
the other Loan Documents between the Borrower a@d.énder have been terminated, the Borrower willassign or transfer to any Person
(other than the Lender) any claim the Borrower drasiay have against any Dealership Guarantor.

8.14 USURY NOT INTENDED. It is the intent of the Bower and the Lender in the execution and perfoceaf this Agreement and the
other Loan Documents to contract in strict compleawith applicable usury laws, including conflicfsdaw concepts, governing the Advan
of the Lender including such applicable laws of #tate of Oregon and the United States of Amerima time-to-time in effect. In
furtherance thereof, the Lender and the Borrowipuktte and agree that none of the terms and pomgs<ontained in this Agreement or the
other Loan Documents shall ever
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be construed to create a contract to pay, as canagidn for the use, forbearance or detention aiegointerest at a rate in excess of the
Maximum Rate and that for purposes hereof "intégsll include the aggregate of all charges witiwhstitute interest under such laws that
are contracted for, charged or received underAbieement; and in the event that, notwithstandigforegoing, under any circumstances
aggregate amounts taken, reserved, charged, rdagiyaid on the Advances, include amounts whichgplicable law are deemed interest
which would exceed the Maximum Rate, then such®&xshall be deemed to be a mistake and the Leadeiving same shall credit the same
on the principal of its Note (or if the Note shiadlve been paid in full, refund said excess to theddver). In the event that the maturity of the
Note is accelerated by reason of any election@hthider thereof resulting from any Event of Defamder this Agreement or otherwise, o
the event of any required or permitted prepaymntéety such consideration that constitutes interest never include more than the Maximum
Rate and excess interest, if any, provided fohis Agreement or otherwise shall be canceled auioally as of the date of such acceleration
or prepayment and, if theretofore paid, shall lealited on the applicable Note (or, if the Note haVe been paid in full, refunded to the
Borrower of such interest). In determining whetbeot the interest paid or payable under any speoiintingencies exceeds the Maximum
Rate, the Borrower and the Lender shall to the mari extent permitted under applicable law amor{izerate, allocate and spread in equal
parts during the period of the full stated ternthaf Note all amounts considered to be interest uaplglicable law at any time contracted for,
charged, received or reserved in connection wihQbligations. The provisions of this Section shalitrol over all other provisions of this
Agreement or the other Loan Documents which main la@parent conflict herewith.

9. BENEFIT OF AGREEMENT; ASSIGNMENTS; PARTICIPATICN

9.1 SUCCESSORS AND ASSIGNS. The terms and provisafrthe Loan Documents shall be binding upon ancki to the benefit of the
Borrower and the Lender and their respective ssoeesand assigns, except that the Borrower shahane the right to assign its rights or
obligations under the Loan Documents.

9.2 PARTICIPATIONS.

(2) PERMITTED PARTICIPANTS; EFFECT. Subject to teems set forth in this SECTION 9.2, the Lender piayhe ordinary course of i
business and in accordance with applicable laangttime sell to one or more banks or other finalnaistitutions ("PARTICIPANTS")
participating interests in any Advance owing to tleeder, the Note, the Commitment or any otherégiof the Lender under the Loan
Documents on a pro rata or non-pro rata basiscBati such participation to the Borrower shall bguired prior to any participation
becoming effective. In the event of any such sgléhk Lender of participating interests to a Pgséint, the Lender's obligations under the
Loan Documents shall remain unchanged, the Lerdsl r@main solely responsible to the other patie®to for the performance of such
obligations, the Lender shall remain the holdethefNote for all purposes under the Loan Documeatitamounts payable by the Borrower
under this Agreement shall be determined as it.#reler had not sold such participating interestd,the Borrower shall continue to deal
solely and directly with the Lender in connectioithithe Lender's rights and obligations under tbarh. Documents.

(b) VOTING RIGHTS. The Lender shall retain the saggt to approve, without the consent of any pgstint, any amendment, modification
or waiver of any provision of the Loan Documentsastthan any amendment, modification or waiver wétbpect to any Advance or
Commitment in which such participant has an interes

9.3 ASSIGNMENTS. The Lender may, in the ordinaryrse of its business and in accordance with aggkdaw, at any time assign to one
or more banks or other financial institutions amaeb by the Borrower within 10 days of notice to Baarower by the Lender of such
assignment (which such
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approval shall not be unreasonably withheld) ak gortion of its rights and obligations under thggeement (including, without limitation,
its Commitment and all Advances owing to it) purgiLta an assignment agreement in form and substatsfactory to the Lender.
Notwithstanding the foregoing, the Borrower shait have any right to approve an assignee undeSBETION 9.3, after the occurrence ¢
continuance of an Event of Default or to the extrth assignee is an Affiliate of the Lender, PRO&D, HOWEVER, that to the extent the
Lender assigns its obligations hereunder, sucHi&tii shall be a United States Person and the lrestagl have provided such financial
statements as the Borrower shall have reasonatpested.

9.4 CONFIDENTIALITY. Subject to SECTION 9.5, the ha@er shall hold all nonpublic information obtainadsuant to the requirements of
this Agreement and identified as such by the Boetow accordance with the Lender's customary pnaeedfor handling confidential
information of this nature and in accordance wifesand sound banking practices and in any eveptmnake disclosure reasonably required
by a prospective Transferee in connection withcibretemplated participation or as required or retpegeby any governmental authority or
representative thereof or pursuant to legal proaedsshall require any such Transferee to agrekréquire any of its Transferees to agree
comply with this SECTION 9.4. In no event shall ttender be obligated or required to return any netefurnished by the Borrower;
PROVIDED, HOWEVER, each prospective Transfereeldfetequired to agree that if it does not becomarécipant it shall return all
materials furnished to it by or on behalf of ther®aver in connection with this Agreement.

9.5 DISSEMINATION OF INFORMATION. The Borrower audlizes the Lender to disclose to any ParticiparRuchaser or any other
Person acquiring an interest in the Loan Documieytsperation of law (each a "TRANSFEREE") and argspective Transferee any and all
information in the Lender's possession concerrtiegBorrower and its Subsidiaries; PROVIDED thabpto any such disclosure, such
prospective Transferee shall agree to preservedardance with SECTION 9.4 the confidentiality af/aconfidential information described
therein.

10. NOTICES

10.1 GIVING NOTICE. All natices and other commurtioas provided for hereunder shall be in writingc{uding telecopier, telegraphic,
telex or cable communication) and mailed, telecdpielegraphed, telexed, cabled or delivered, theoBorrower, at its address at 360 East
Jackson Street, Medford, Oregon 97501, if to thedee, at its address specified in the Credit Agesgnor, as to each party, at such other
address as shall be designated by such party nitteamnotice to the other party. All such notiegsl communications shall be effective, upon
receipt, or in the case of (i) notice by mail, fideys after being deposited in the United Statdkspiast class postage prepaid, (ii) notice by
overnight courier, one business day after beingsiégd with a national overnight courier serviéi), ifotice by telex, when telexed against
receipt of answer back or (iv) notice by facsintipy, when transmitted against mechanical confignatf successful transmission.

10.2 CHANGE OF ADDRESS. The Borrower and the Lenday each change the address for service of nagios it by a notice in writing
to the other parties hereto.

11. COUNTERPARTS

This Agreement may be executed in any number ofteoparts, all of which taken together shall cdostione agreement, and any of the
parties hereto may execute this Agreement by sigaity such counterpart. This Agreement shall becéffe when it has been executed by
the Borrower and the Lender.

12. CAPITAL STOCK PLEDGES
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With respect to all Capital Stock in any Lithia Dexahips pledged to Lender, Lender agrees that upiten notice from Borrower that an
automotive manufacturer objects to such pledgedéeesnhall fully release any interest it may haveunh Capital Stock and return pledged
certificates, if any, to Borrower.
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IN WITNESS WHEREOF, the Borrower and the Lenderehaxecuted this Agreement as of the date first abaitten.

B. W. Evans, National Account Manager

Attention: B. W. Evans

LITHIA MOTORS, INC., as the Borrower

By:
M. L. Dick, Heimann, President

Attest
Sidney B. DeBoer, Secretary

Address: 360 East Jackson Street
Medford, Oregon

Attention:

Telephone No.:

FORD MOTOR CREDIT COMPANY, as Lender

By:

Address:

Telephone No.:
Facsimile No.:
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EXHIBIT 10.30
CREDIT AGREEMENT

This Credit Agreement (this "Agreement”) dated Nuober 23, 1998 is entered into between LITHIA MOTQREC., an Oregon corporatic
("Borrower") and FORD MOTOR CREDIT COMPANY, a Delave corporation ("Lender"). The parties hereto agrefollows:

Borrower has requested Lender to extend a revoluiegof credit to Borrower in the principal amountt to exceed $60,000,000.00 (the
"Loan") in order to fund the used floor plan finamgfor certain dealership Subsidiaries (as definextin) of Borrower.

Lender is willing to make the Loan to Borrower pided that Borrower grants to Lender a securityrggein the Collateral and provides such
other security as required by this Agreement aatiBorrower complies with the conditions precederd other terms and conditions of this
Agreement and the Security Documents (as definegirfe

Now therefore, in consideration of the promisevetrants and undertakings set forth herein and gibed and valuable consideration,
receipt and sufficiency of which is hereby acknaiged by the parties hereto, Lender and Borrowezliyeagree as follows:

1. DEFINITIONS

1.1 The following terms used in this Agreement shate the following meanings, applicable bothhie singular and the plural forms of the
terms defined.

(a) "ACQUISITION" means any transaction, or anyieeof related transactions, consummated on or thitedate of this Agreement, by
which the Borrower or a subsidiary holding compéhacquires any going business or all or substdiptall of the assets of any automobile
dealership and/or related operations (e.g. bodp sind service repair centers), whether throughhase of assets, merger or otherwise or (ii)
directly or indirectly acquires (in one transactmmas the most recent transaction in a serieamn§actions) at least a majority (in number of
votes) of the securities of such a corporation Wwhiave ordinary voting power for the election akdtors (other than securities having such
power only by reason of the happening of a contiogor a majority (by percentage of voting powafjhe outstanding equity interests of
such an entity.

(b) "ACQUISITION DOCUMENTS" means all documentsstruments and agreements entered into in connegitbrany Acquisition.
(c) "ADVANCE" means any loan made by the Lenderam@ECTION 2.1 hereof.

(d) "AFFILIATE" of any Person means any other Pardorectly or indirectly controlling, controlled lyr under common control with such
Person. A Person shall be deemed to control an&treson if the controlling Person is the "beneficianer” (as defined in Rule 13d-3 under
the Securities Exchange Act of 1934) of greaten finge percent (5%) or more of any class of votsegurities (or other voting interests) of
controlled Person or possesses, directly or inthrethe power to direct or cause the directionthaf management or policies of the controlled
Person, whether through ownership of Capital Stbglgontract or otherwise.

(e) "AGREEMENT" means this Agreement, as it mayabe=nded, restated or otherwise modified and irceffem time to time



(f) "AGREEMENT ACCOUNTING PRINCIPLES" means gendyadccepted accounting principles in effect fromdito time, applied in a
manner consistent with that used in preparing ithential statements referred to in

SECTION 5.1(A) hereof, PROVIDED, HOWEVER, all PR@RMA financial statements reflecting Acquisitiorteai be prepared in
accordance with the requirements established bgZtmmission for acquisition accounting for repagtaccquisitions by public companies
(whether or not such Acquisitions are requireddgghblicly reported).

(9) "APPLICABLE COMMERCIAL PAPER RATE" means the @mnercial Paper Rate PLUS two and fifty hundredérsent (2.50%) per
annum.

(h) "ASSET SALE" means, with respect to any Persioa sale, lease, conveyance, disposition or ataesfer by such Person of any of its
assets (including by way of a sale-leaseback tcdiosaand including the sale or other transferrof af the Equity Interests of any Subsidiary
of such Person).

() "AUTHORIZED OFFICER" means any of the chief exéive officer, president, chief financial officer vice president of accounting of
the Borrower, acting singly.

() "BENEFIT PLAN" means a defined benefit plandefined in Section 3(35) of ERISA (other than a tdamployer Plan) in respect of
which the Borrower or any other member of the Gated Group is, or within the immediately precedsig (6) years was, an "employer" as
defined in Section 3(5) of ERISA.

(k) "BORROWER GUARANTY" means that certain Guarardgted as of even date herewith, pursuant to whielBorrower guaranties all
Lithia Dealership obligations arising under any Wsale Line, as it may be amended, restated orwide modified and in effect from time
to time.

() "BORROWER PLEDGES" means each of (i) that darlledge Agreement, dated as of even date hergeinotin the Borrower to the
Lender pursuant to which the Borrower pledges tapit@l Stock of certain corporate Subsidiariest agy be amended, restated or othen
modified and in effect from time to time, (ii) thegrtain Pledge Agreement, dated as of even dagsvith, from the Borrower to the Lender
pursuant to which the Borrower pledges the Cafitatk of certain limited liability company Subsides, as it may be amended, restated or
otherwise modified and in effect from time to tiaued

(iii) any other pledge of Capital Stock delivereddmember of the Lithia Group from time to timethte Lender.

(m) "BORROWER SECURITY AGREEMENT" means that cent8iecurity Agreement, dated as of even date hdrefuiim the Borrower to
the Lender pursuant to which the Borrower pleddedfats assets to secure the Obligations hereuadd the obligations of each Lithia
Dealership under any Wholesale Line provided bylttveder to such Lithia Dealership, as it may be rahed, restated or otherwise modified
and in effect from time to time.

(n) "CAPITAL EXPENDITURES" means, for any periotietaggregate of all expenditures (other than imeotion with Permitted
Acquisitions), whether paid in cash or accruedatsilities, including Capitalized Lease Obligatioby the Borrower and its Subsidiaries
during that period that, in conformity with Agreemdiéccounting Principles, are required to be ineldidh or reflected by the property, plant,
equipment or similar fixed asset accounts refleatietie consolidated balance sheet of the Borr@merits Subsidiaries.

(o) "CAPITAL STOCK" means (i) in the case of a coration, corporate stock, (ii) in the case of aspagtion or business entity, any and all
shares, interests, participations, rights or ofurivalents (however designated) of corporate st@ékin the case of a partnership, partner.
interests (whether general or limited), (iv) in ttese of a limited liability company, any and atmmbership interests or other equivalents
(however designated) and (v) any other interest or



participation that confers on a Person the righteteive a share of the profits and losses ofjatrilbutions of assets of, the issuing Person.

(p) "CAPITALIZED LEASE" of a Person means any lea$@roperty by such Person as lessee which woeilchpitalized on a balance sheet
of such Person prepared in accordance with AgreeAwounting Principles.

(g) "CAPITALIZED LEASE OBLIGATIONS" of a Person maa the amount of the obligations of such Persoru@apitalized Leases
which would be capitalized on a balance sheet cii fterson prepared in accordance with Agreementuxting Principles.

(r) "CASH EQUIVALENTS" means (i) marketable diresthligations issued or unconditionally guaranteedhsyUnited States government
and backed by the full faith and credit of the l@diStates government; (ii) domestic and EurodoBatificates of deposit and time deposits,
bankers' acceptances and floating rate certifiaaiteeposit issued by any commercial bank organizeter the laws of the United States, any
state thereof, the District of Columbia, or itsirhes or agencies; (iii) shares of money marketuatwr similar funds having assets in exc

of $100,000,000 and the investments of which anéeid to investment grade securities (i.e., selesritated at least BAA by Moody's
Investors Service, Inc. or at least BBB by Standafbor's Corporation); (iv) commercial paper ofitdd States and foreign banks and bank
holding companies and their subsidiaries and Uritiadles and foreign finance, commercial industnialtility companies which, at the time

of acquisition, are rated A-1 (or better) by Stadd& Poor's Ratings Group or P-1 (or better) by Migs Investors Services, Inc.; (V)
corporate bonds, mortgage-backed securities andcipahbonds in each case of a domestic issued rtéhe date of acquisition not less than
AAA by Moody's Investor Services, Inc. or AAA byasidard & Poor's Corporation with maturities of norenthan two (2) years from the
date of acquisition; and (vi) money market fundthwespect to which not less than 90% of such fiamdsnvested in the type of investments
specified in clauses (i) through (v) above; PROVIDEnNless the context otherwise requires, thatthturities of such Cash Equivalents s
not exceed 365 days.

(s) "CHANGE OF CONTROL" means an event or seriesvants by which:

(i) Lithia Holding Company, L.L.C. ceases to owirgdtly or indirectly, more than 51.0% of the vatipower of the Borrower's Capital Stock
ordinarily having the right to vote at an electfrdirectors or the Principal, , ceases to cortithlia Holding Company, L.L.C.;

(i) during any period of 24 consecutive calendamnihs, individuals:
(a) who were directors of the Borrower on the fitay of such period, or

(b) whose election or nomination for election te ttoard of directors of the Borrower was recommdrateapproved by at least a majority of
the directors then still in office who were direst@f the Borrower on the first day of such periodwhose election or nomination for elect
was so approved, shall cease to constitute a maffrthe board of directors of the Borrower;

(iii) the Borrower consolidates with or merges iatwther corporation or conveys, transfers or keafier substantially all of its property to
any Person, or any corporation consolidates witmerges into the Borrower, in either event purstaat transaction in which the outstanc
Capital Stock of the Borrower is reclassified oaefed into or exchanged for (A) cash or Cash Edgriva or (B) securities, and the holders
of the Capital Stock in the Borrower immediateljopto such transaction do not, as a result of dtarfsaction, own, directly or indirectly,
more than fifty percent (50%) of the combined vgtin



power of the Borrower's Capital Stock or the CdStack of its successor entity in such transagtion
(iv) Borrower ceases to own, directly or indirec®0% of any Subsidiary.

(u) "CHARTER DOCUMENTS" means (i) in the case afaporation, such entity's articles of incorpomatamd by-laws, (ii) in the case of a
limited liability company, such entity's articleEarganization and operating agreement or equivdlewever designated), (iii) in the case of
a partnership, such entity's partnership agreeoreequivalent (however designated) and (iv) indhse of an association or other business
entity not described above, such entity's foundioguments (however designated).

(v) "CODE" means the Internal Revenue Code of 188@mended, reformed or otherwise modified frone tio time, or any successor
statute.

(w) "COLLATERAL" means all property and interestspgroperty now owned or hereafter acquired by thed@®ver or any of its Subsidiaries
in or upon which a security interest, lien or magg is granted to the Lender, whether under theoB@r Security Agreement, under any of
the other Collateral Documents or under any ofoter Loan Documents.

(x) "COLLATERAL DOCUMENTS" means all agreementsstruments and documents executed in connectionthighAgreement that are
intended to create or evidence Liens to secur®fiigjations and all Floor Plan Indebtedness, incigdwithout limitation, the Borrower
Security Agreement, the Borrower Pledges, the slidoyi holding company pledges, each Dealership iBgddgreement and all other
security agreements, mortgages, deeds of trust,dgeeements, notes, guaranties, subordinatioragms, pledges, powers of attorney,
consents, assignments, contracts, fee lettergasotieases, financing statements and all othétewnnatter whether heretofore, now, or
hereafter executed by or on behalf of the Borroaveany of its Subsidiaries and delivered to thedeentogether with all agreements and
documents referred to therein or contemplated byere

(y) "COMMERCIAL PAPER RATE" means the interest ré&be "1-Month Finance Paper Placed Directly" unter column entitled "Week
Ending" for the Friday preceding the last Mondayafalendar month as reported in the Federal Re&atistical Release No. H.15 (519)
issued by the Federal Reserve Board. In the eueht Release is discontinued or modified to elingrtae reporting of a 30-day commercial
paper rate, then Lender will substitute, in itsestiscretion, a comparable report or release o8€hday commercial paper rate published by a
comparable source.

(z) "COMMISSION" means the Securities and Excha@genmission and any Person succeeding to the fursctitereof.

(aa) "COMMITMENT" means the lesser of (i) $60,0@MINUS the amount of any Decision Reserve, if,anyeffect from time to time, ¢
(i) 100% of Used Vehicle Value MINUS the amountaofy Decision Reserve, if any, in effect from titogime.

(bb) "CONSOLIDATED NET WORTH" means, at a partiautiate, the amount by which the total consolidateskts (other than amounts for
Equipment and real estate) of the Borrower andatsolidated Subsidiaries exceeds the total catetelil liabilities (other than liabilities for
Equipment and real estate) of the Borrower andatsolidated Subsidiaries.

(cc) "CONTAMINANT" means any waste, pollutant, hedaus substance, toxic substance, hazardous vgasteal waste, petroleum or
petroleum-derived substance or waste, asbestogtpotinated biphenyls ("PCBS"), or any constituehany such substance or waste, and
includes but is not limited to these terms as a@efim Environmental, Health or Safety Requiremeiffitsaw.
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(dd) "CONTINGENT OBLIGATION", as applied to any Ben, means any Contractual Obligation, contingewtlrerwise, of that Person
with respect to any Indebtedness of another orathkgation or liability of another, including, thiout limitation, any such Indebtedness,
obligation or liability of another directly or ingictly guaranteed, endorsed (otherwise than fdectidbn or deposit in the ordinary course of
business), co-made or discounted or sold with neseoly that Person, or in respect of which thas@&ers otherwise directly or indirectly
liable, including Contractual Obligations (contimj@r otherwise) arising through any agreementuteipase, repurchase, or otherwise acc
such Indebtedness, obligation or liability or aeguity therefor, or to provide funds for the payrner discharge thereof (whether in the fc
of loans, advances, stock purchases, capital totimhs or otherwise), or to maintain solvencygésdevel of income, or other financial
condition, or to make payment other than for vakeeived.

(ee) "CONTRACTUAL OBLIGATION", as applied to any Ben, means any material provision of any equitgedt securities issued by tt
Person or any material indenture, mortgage, de#¢distf, security agreement, pledge agreement, gtyareontract, undertaking, agreement or
instrument, in each case in writing, to which tRatson is a party or by which it or any of its prdj@s is bound, or to which it or any of its
properties is subject.

(ff) "CONTRIBUTION AGREEMENT" means that certain @wmibution Agreement, dated as of even date hehew# it may be amended,
restated or otherwise modified and in effect frametto time.

(gg) "CONTROLLED GROUP" means the group consistifi) any corporation which is a member of the sarantrolled group of
corporations (within the meaning of Section 414{bthe Code) as the Borrower; (ii) a partnershipther trade or business (whether or not
incorporated) which is under common control (wittiie meaning of Section 414(c) of the Code) withBorrower; and (iii) a member of the
same affiliated service group (within the meanif@ection 414(m) of the Code) as the Borrower, @myporation described in CLAUSE (1)
above or any partnership or trade or business ithescin CLAUSE (II) above.

(hh) "CONTROLLED SUBSIDIARY" of any Person mean$uabsidiary of such Person (i) 80% or more of thal tBquity Interests or other
ownership interests of which (other than directqusllifying shares) shall at the time be ownedumhsPerson or by one or more wholly-
owned Subsidiaries of such Person and (ii) of whkiath Person possesses, directly or indirectlyptiveer to direct or cause the direction of
the management or policies, whether through thesostrip of voting securities, by agreement or otleew

(i) "CURRENT ASSETS" means, at a particular dateamounts which would, in conformity with Agreenté\ccounting Principles, be
included under current assets on a balance sheg¢tsash date.

(i) "CURRENT LIABILITIES" means, at a particulamate, all amounts which would, in conformity with regment Accounting Principles,
included under current liabilities on a balanceeslas at such date.

(kk) "CUSTOMARY PERMITTED LIENS" means:

(i) Liens (other than Environmental Liens, liendawor of the IRS and liens in favor of the PBGGdhwespect to the payment of taxes,
assessments or governmental charges in all casels arfe not yet due or (if foreclosure, distras#le or other similar proceedings shall not
have been commenced) which are being contesteabith fgith by appropriate proceedings properly tntd and diligently conducted and
with respect to which adequate



reserves or other appropriate provisions are beiaigtained in accordance with Agreement AccounBrigciples;

(i) statutory liens of landlords and liens of sliegs, mechanics, carriers, materialmen, warehoesemn workmen and other similar liens
imposed by law created in the ordinary course afrimss for amounts not yet due or which are beimgested in good faith by appropriate
proceedings properly instituted and diligently coctéd and with respect to which adequate resenvether appropriate provisions are being
maintained in accordance with Agreement AccounBrigciples;

(iii) Liens (other than Environmental Liens, Lieimsfavor of the IRS and Liens in favor of the PBA@Jurred or deposits made, in each case,
in the ordinary course of business in connectiath wiorker's compensation, unemployment insurancstaar types of social security bene

or to secure the performance of bids, tendersssedmtracts (other than for the repayment of veedmoney), surety, appeal and
performance bonds; PROVIDED that (A) all such Lidosnot in the aggregate materially detract fromtalue of the Borrower's or such
Subsidiary's assets or property taken as a whateaterially impair the use thereof in the operatibthe businesses taken as a whole, ant
with respect to Liens securing bonds to stay judgmer in connection with appeals do not secusngttime an aggregate amount exceeding
$250,000;

(iv) Liens arising with respect to zoning restricts, easements, licenses, reservations, covenghts-of-way, utility easements, building
restrictions and other similar charges or encunt®sion the use of real property which do not in@ase materially detract from the value of
the property subject thereto or interfere with dhdinary conduct of the business of the Borrowearoy of its Subsidiaries;

(v) Liens of attachment or judgment with respequttgments, writs or warrants of attachment, orilsinprocess against the Borrower or any
of its Subsidiaries which do not constitute an Evd#rDefault under SECTION 6.1(H) hereof; and

(vi) any interest or title of the lessor in the peoty subject to any operating lease entered iptilvé Borrower or any of its Subsidiaries in the
ordinary course of business.

(I "DEALERSHIP GUARANTORS" means each Lithia Degdhip, Lithia Fiancial Corporation and Lithia R&sitate, Inc. providing a
Dealership Guaranty and/or a Dealership Securitye@igent to the Lender, and their respective suoceasd assigns.

(mm) "DEALERSHIP GUARANTY" means that certain Dealeip Guaranty in the form attached hereto as Eix@id, provided by a Lithia
Dealership to the Lender, as the same may be amemdelified, supplemented and/or restated, and afféct from time to time.

(nn) "DEALERSHIP SECURITY AGREEMENT" means any SeguAgreement in the form attached hereto as Exliikl, pursuant to
which a Lithia Dealership grants the Lender a securterest in all of its assets, as the same begmended, modified, supplemented and/or
restated, and as in effect from time to time.

(00) "DISQUALIFIED STOCK" means any Capital Stotlat, by its terms (or by the terms of any security which it is convertible or for
which it is exchangeable), or upon the happeningngfevent, matures or is mandatorily redeemablesyant to a sinking fund obligation or
otherwise, or
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redeemable at the option of the holder thereofyhinle or in part, on or prior to the date that1sdays after the Termination Date.

(pp) "DOL" means the United States Department dfdraand any Person succeeding to the functiongofi¢



(qq) "EBITDA" means, for any period, on a consadi@thbasis for the Borrower and its Subsidiaries,silim of the amounts for such period,
without duplication, of:

(i) Net Income,

PLUS (ii) Interest Expense,

PLUS (iii) charges against income for foreign, fedestate and local taxes, to the extent deduatedmputing Net Income,
PLUS (iv) depreciation expense, to the extent desdlim computing Net Income,

PLUS (v) amortization expense, including, withdatitation, amortization of goodwill, other intandgbassets and Transaction Costs, to the
extent deducted in computing Net Income,

PLUS (vi) other non-cash charges classified as-teng deferrals in accordance with Agreement ActiogrPrinciples, to the extent
deducted in computing Net Income,

MINUS (vii) all extraordinary gains (and any nonueing unusual gains arising in or outside of tha@irmary course of business not include
extraordinary gains determined in accordance wigheAment Accounting Principles which have beeruihed] in the determination of Net
Income).

EBITDA shall be calculated for any period by indluglthe actual amount for the applicable periodimgpdn such day, including the EBITL
attributable to Permitted Acquisitions occurringidg such period on a PRO FORMA basis for the mefiom the first day of the applicable
period through the date of the closing of each RegthAcquisition, utilizing (a) where available @quired pursuant to the terms of this
Agreement, historical audited and/or reviewed uitaddinancial statements obtained from the sellevken down by fiscal quarter in the
Borrower's reasonable judgment or (b) unauditeainfiial statements (where no audited or revieweahfifal statements are required pursuant
to the terms of this Agreement) reviewed internbijythe Borrower, broken down in the Borrower'ssteable judgment.

(rr) "EBITDAR" means, for any period, on a consalied basis for the Borrower and its Subsidiartes sum of the amounts for such period,
without duplication, of (i) EBITDA and (ii) Rentals

(ss) "ENVIRONMENTAL, HEALTH OR SAFETY REQUIREMENT®F LAW" means all Requirements of Law derived fronrelating to
federal, state and local laws or regulations ne¢atd or addressing pollution or protection of #myironment, or protection of worker healtf
safety, including, but not limited to, the Compraesige Environmental Response, Compensation andlityafdct, 42 U.S.C. Section 9601 E
SEQ., the Occupational Safety and Health Act of012B U.S.C. Section 651 ET SEQ., and the Resdbocservation and Recovery Act of
1976, 42 U.S.C. Section 6901 ET SEQ., in each ioaseding any amendments thereto, any successmtestaand any regulations or
guidance promulgated thereunder, and any statecal équivalent thereof.

(tt) "ENVIRONMENTAL PROPERTY TRANSFER ACT" meansyapplicable requirement of law that conditionstriets, prohibits or
requires any notification or disclosure triggergdioe closure of any property or the transfer, sallease of any property or deed or title for
any property for



environmental reasons, including, but not limitedany so-called "Industrial Site Recovery Act™'Besponsible Property Transfer Act."

(uu) "EQUIPMENT" means all of the Borrower's andle®ealership Guarantor's present and future fun®jtmachinery, service vehicles,
supplies and other equipment and any and all acresparts and appurtenances attached to ang dbtbgoing or used in connection
therewith, and any substitutions therefor and igigents, products and proceeds thereof.

(vv) "EQUITY INTERESTS" means Capital Stock andwi#lrrants, options or other rights to acquire Ga@tock (but excluding any debt
security that is convertible into, or exchangedbte Capital Stock).

(ww) "ERISA" means the Employee Retirement Incoreeusity Act of 1974, as amended from time to timeluding (unless the context
otherwise requires) any rules or regulations prgamgd thereunder.

(xx) "FAIR VALUE" means (a) with respect to the Gap Stock of the Borrower, the closing price foch Capital Stock on the trading date
immediately preceding the date of the applicabtpuaition agreement; and (b) with respect to otiesets, the value of the relevant asset
the date of acquisition or sale determined in anisstength transaction conducted in good faith lketwan informed and willing buyer and an
informed and willing seller under no compulsiorbtgy.

(yy) "FLOOR PLAN INDEBTEDNESS" means any and athits, advances, debts, liabilities and obligatiomsg by a Lithia Dealership to
the Lender of any kind or nature, present or fytarising under a Wholesale Line, whether or nadevced by any note, guaranty or other
instrument, whether or not for the payment of momayether arising by reason of an extension ofitrkxin, guaranty, indemnification, or
any other manner, whether direct or indirect (idohg those acquired by assignment), absolute dirggemt, due or to become due, now
existing or hereafter arising and however acquifée term includes, without limitation, all intetesharges, expenses, fees, attorneys' fees
and disbursements, paralegals' fees (in each dasther or not allowed), and any other sum chargehthe Borrower or a Lithia Dealership
under any Wholesale Line.

(zz) "HEDGING OBLIGATIONS" of a Person means anygatl obligations of such Person, whether absadnteontingent and howsoever
and whensoever created, arising, evidenced or @mhj(including all renewals, extensions and modtfans thereof and substitutions
therefor), under (i) any and all agreements, devarearrangements designed to protect at leasbfothe parties thereto from the fluctuations
of interest rates, exchange rates or forward r@peticable to such party's assets, liabilitiesxahange transactions, including, but not limited
to, dollar-denominated or cross-currency interatd exchange agreements, forward currency exctagrgements, interest rate cap or collar
protection agreements, forward rate currency @r@st rate options, puts and warrants, and (ii)aardyall cancellations, buy backs, reversals,
terminations or assignments of any of the foregoing

(aaa) "INDEBTEDNESS" of any Person means, withautlidation, such Person's (a) obligations for bawrd money, (b) obligations
representing the deferred purchase price of prpperservices (other than accounts payable arisitige ordinary course of such Person's
business payable on terms customary in the trécledpligations, whether or not assumed, securelddays or payable out of the proceeds or
production from property or assets now or hereaftened or acquired by such Person, (d) obligatwinigh are evidenced by notes,
acceptances or other instruments, (e) Capitalizsbé& Obligations, (f) reimbursement obligationdwétspect to letters of credit (other than
commercial letters of credit) issued for the acdairsuch Person,

(9) Hedging Obligations, (h) Off Balance Sheet liliibs and (i) Contingent Obligations in respetbbligations of another Person of the t
described in the foregoing clauses (a) throughTh& amount of Indebtedness of any Person at aeysthall be without duplication (i) the
outstanding balance at



such date of all unconditional obligations as déscr above and the maximum liability of any suchti@ent Obligations at such date and
(i) in the case of Indebtedness of others sechyedl lien to which the property or assets owneldedd by such Person is subject, the lesser of
the fair market value at such date of any assgéstuto a lien securing the Indebtedness of othrdsthe amount of the Indebtedness secured

(bbb) "INTEREST EXPENSE" means, for any period, tital interest expense of the Borrower and itssotidated Subsidiaries, whether
paid or accrued (including the interest componé@apitalized Leases, commitment and letter of itfie@s), but excluding interest expense
not payable in cash (including amortization of disat), all as determined in conformity with AgreerhAccounting Principles.

(ccc) "INVENTORY" shall mean any and all motor velBs, tractors, trailers, service parts and aceessand other inventory of the
Borrower and each Dealership Guarantor.

(ddd) "INVESTMENT" means, with respect to any Perq@ any purchase or other acquisition by thasBe of any Indebtedness, Equity
Interests or other securities, or of a benefigitdriest in any Indebtedness, Equity Intereststogratecurities, issued by any other Person, (ii)
any purchase by that Person of all or substantéllgf the assets of a business conducted by an&#rson, and (iii) any loan, advance (other
than deposits with financial institutions availafide withdrawal on demand, prepaid expenses, adsaegeivable, advances to employees
similar items made or incurred in the ordinary seuof business) or capital contribution by thasBerto any other Person, including all
Indebtedness to such Person arising from a saleopkrty by such Person other than in the ordisanrse of its business.

(eee) "IRS" means the Internal Revenue ServiceaagdPerson succeeding to the functions thereof.

(fff) "LITHIA DEALERSHIP" means any Subsidiary deakhip and/or related body shop or service reaitar owned, operated or acquired
by the Borrower or any Subsidiary of the Borrower.

(gg9) "LITHIA GROUP" means each of the Borrower aath Subsidiary of the Borrower.
(hhh) "LITHIA GUARANTIES" means each of the Borrom@uaranty, each Dealership Guaranty and the Quanion Agreement.

(iii) "LOAN DOCUMENTS" means this Agreement, the fteothe Lithia Guaranties, the Collateral Documeamid all other documents,
instruments and agreements executed in conne&tgawith or contemplated thereby, as the same mayrtended, restated or otherwise
modified and in effect from time to time.

(i) "MAINETENANCE CAPITAL EXPENDITURES" shall hae the meaning set forth in Section 5.4 (d) hereof.

(kkk) "MAJORITY ACQUISITION" shall mean any Acquisdn of Equity Interests of an entity, in which Bower is not permitted to hold
100% of such Equity Interest because of limitatimngosed by the relevant automotive manufactufeatechise agreement.

(Il "MARGIN STOCK" shall have the meaning ascrib® such term in Regulation U.

(mmm) "MATERIAL SUBSIDIARY" means (a) any "Signifamt Subsidiary" as defined in Regulation S-X isspesuant to the Securities
Act and the Exchange Act and (b) any other Subsidiithe Borrower which at any time comprises fparcent (5%) or more of the
Borrower's Tangible Base Capital.
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(nnn) "MAXIMUM RATE" means the maximum nonusuriouserest rate under applicable law.

(000) "MULTI-EMPLOYER PLAN" means a "Multi-employd?lan” as defined in
Section 4001(a)(3) of ERISA which is, or within tinemediately preceding six
(6) years was, contributed to by either the Bornoareany member of the Controlled Group.

(ppp) "NET CASH" means the value of (A) the diffece between (i) the inventory of Borrower and ibS§idiaries, including new vehicles
and demonstration vehicles, less (ii) the outstagétidebtedness owed by Borrower and its Subsatiddr such new vehicles and
demonstration vehicles plus (B) cash of Borrowet i Subsidiaries (C) receivables of Borrowers im&ubsidiaries for new finance
contracts, plus (D) vehicle account receivable ofrBwer and its Subsidiaries (E) holdbacks of Bawpand its Subsidiaries, less (F)
customer deposits, less (G) the sum of one monthsipal payments on all outstanding Indebtedné®oorower of its Subsidiaries, less (H)
accommodations of Borrower and its SubsidiarieaBrage monthly expenses of Borrower and its Slidsgss, less (J) net cash excess of
Borrower and its Subsidiaries; as these terms afinatl and reported on Borrower's and/or its Suases Ford Motor Company Dealer
Financial Statement and determined in accordanteAgreement Accounting Principals.

(qqq) "NET INCOME" means, for any period, the natréngs (or loss) after taxes of the Borrower dadGubsidiaries on a consolidated basis
for such period taken as a single accounting peteidrmined in conformity with Agreement Accountifdnciples.

(rrr) "NOTE" means that certain promissory notestubstantially the form of EXHIBIT A hereto, dulyexuted by the Borrower and payable
to the order of the Lender in the amount of $60,000.00 including any amendment, restatement, rioadiibn, renewal or replacement
thereof.

(sss) "OBLIGATIONS" means all Advances, debts,iliibs, obligations, covenants and duties owingtiy Borrower or a Lithia Dealership

to the Lender or any Indemnitee, of any kind ounatpresent or future, arising under this Agredmntbe Note, the Collateral Documents or
any other Loan Document, whether or not evidengeay note, guaranty or other instrument, whetherod for the payment of money,
whether arising by reason of an extension of créahin, guaranty, indemnification, or in any oth&nner, whether direct or indirect

(including those acquired by assignment), absautsontingent, due or to become due, now existimigeoeafter arising and however
acquired. The term includes, without limitation,iaterest, charges, expenses, fees, attorneysafee disbursements, paralegals' fees (in eact
case whether or not allowed), and any other surrgelahle to the Borrower or a Lithia Dealership urtties Agreement or any other Loan
Document.

(ttt) "OFF BALANCE SHEET LIABILITIES" of a Person gans (a) any repurchase obligation or liabilitgoth Person or any of its
Subsidiaries with respect to accounts or notesvebke sold by such Person or any of its Subsid&irfb) any liability under any sale and
leaseback transactions which do not create aitiabih the consolidated balance sheet of such Refspany liability under any financing

lease or so-called "synthetic" lease transactiofgoany obligations arising with respect to atlyes transaction which is the functional
equivalent of or takes the place of borrowing bhtol does not constitute a liability on the condated balance sheets of such Person and its
Subsidiaries.

(uuu) "OTHER FLOOR PLAN INDEBTEDNESS" means loawances, debts, liabilities and obligations owiggal_ithia Dealership to a
floor plan lender for the financing of new vehiateentory.
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(vwv) "PAYMENT DATE" means the fifteenth day of dacalendar month, PROVIDED, HOWEVER if such danas a business day, then
the Payment Date shall be the next succeeding éssisiay following such fifteenth day.

(www) "PBGC" means the Pension Benefit GuarantypGmation, or any successor thereto.

(xxx) "PERMITTED EXISTING INDEBTEDNESS" means thedebtedness of the Borrower and its Subsidiariestified as such on
SCHEDULE 1 to this Agreement.

(yyy) "PERMITTED EXISTING INVESTMENTS" means thevastments of the Borrower and its Subsidiariestitied as such on
SCHEDULE 2 to this Agreement.

(zzz) "PERMITTED EXISTING LIENS" means the Liens assets of the Borrower and its Subsidiaries ifledtas such on SCHEDULE 3
to this Agreement.

(aaaa) "PERMITTED REFINANCING INDEBTEDNESS" meams/aeplacement, renewal, refinancing or extensioeng Indebtedness
permitted by this Agreement that (i) does not egdbe aggregate principal amount (plus associatesl dnd expenses) of the Indebtedness
being replaced, renewed, refinanced or extend@dio@s not rank at the time of such replacememigwal, refinancing or extension senior to
the Indebtedness being replaced, renewed, refidascextended, and (iii) does not contain termslgiding, without limitation, terms relatir
to security, amortization, interest rate, premiufass, covenants, event of default and remediesrialy less favorable to the Borrower ol
the Lender than those applicable to the Indebtedbeisig replaced, renewed, refinanced or extended.

(bbbb) "PERSON" means any individual, corporatiinm, enterprise, partnership, trust, incorporadedinincorporated association, joint
venture, joint stock company, limited liability cpany or other entity of any kind, or any governmanpolitical subdivision or any agency,
department or instrumentality thereof.

(ccec) "PLAN" means an employee benefit plan defimeSection 3(3) of ERISA in respect of which Be&rower or any member of the
Controlled Group is, or within the immediately pedang six (6) years was, an "employer" as defime8eaction 3(5) of ERISA.

(dddd) "PRINCIPAL" means Sidney B. DeBoer, or acassor reasonably acceptable to Lender.

(eeee) "RECEIVABLE(S)" means and includes all & Borrower's and each Dealership Guarantor's pilgseasting and hereafter arising
or acquired accounts, contract rights, chattel papstruments, notes, letters of credit, documetdsuments of title, investment property,
deposit accounts, other bank accounts, generalgitiies, tax refunds and other obligations of tipiedsons of any kind, now or hereafter
existing, whether arising out of or in connectioitivthe sale or lease of goods, the rendering wises or otherwise, and all rights now or
hereafter existing in and to all security agreemeeases, and other contracts securing or othemelating to any such accounts, contract
rights, chattel paper, instruments, notes, lettésedit, documents, documents of title, investipoperty, deposit accounts, other bank
accounts, general intangibles, tax refunds or abibgs of third persons.

(fffff) "REGULATION T" means Regulation T of the Buod of Governors of the Federal Reserve Systenoastime to time in effect and a
successor or other regulation or official interptiein of said Board of Governors relating to theeazion of credit by and to brokers and
dealers of securities for the purpose of purchasimzarrying margin stock (as defined therein).

(gggg) "REGULATION U" means Regulation U of the Bo@f Governors of the Federal Reserve Systemoas fime to time in effect and
any successor or other regulation or official

12



interpretation of said Board of Governors relatinghe extension of credit by banks for the purpafseurchasing or carrying Margin Stock
applicable to member banks of the Federal Resgrse.

(hhhh) "REGULATION X" means Regulation X of the Bdaf Governors of the Federal Reserve Systemoas fime to time in effect and
any successor or other regulation or official iptetation of said Board of Governors relating t éxtension of credit by foreign lenders for
the purpose of purchasing or carrying margin s{@skdefined therein).

(iiii) "RELATED PARTY" with respect to the Principaneans (i) any spouse or immediate family memibsuoh Principal or (ii) any trust,
corporation, partnership or other entity, the biiefies, stockholders, partners, owners or Perbengficially holding the outstanding Equity
Interest of which consist of such Principal andfech other Persons referred to in the immediatedgquling clause (i).

(i) "RELEASE" means any release, spill, emissitgaking, pumping, injection, deposit, dispos#@ctarge, dispersal, leaching or migration
into the indoor or outdoor environment, includihg movement of Contaminants through or in thesaiit, surface water or groundwater.

(kkkk) "RENTALS" of a Person means the aggregatediamounts payable by such Person under any éégeesonal property but does not
include any amounts payable under Capitalized lseafsuch Person.

() "REPORTABLE EVENT" means a reportable everstdefined in Section 4043 of ERISA and the reganatissued under such section,
with respect to a Plan, excluding, however, suaneyas to which the PBGC by regulation waived&ggirement of Section 4043(a) of
ERISA that it be notified within 30 days after sumrent occurs, PROVIDED, HOWEVER, that a failurereet the minimum funding
standards of Section 412 of the Code and of Se80@wof ERISA shall be a Reportable Event regasdtéshe issuance of any such waive
the notice requirement in accordance with eithetiSe 4043(a) of ERISA or Section 412(d) of the €od

(mmmm) "RESTRICTED DEALERSHIP" means any Lithia sahip, the franchise agreement with respect tchvbontains restrictions ¢
such Lithia Dealership's ability to pledge its asses collateral for the Obligations.

(nnnn) "RESTRICTED PAYMENT" means (i) any divideadother distribution, direct or indirect, on acabof any Equity Interests of the
Borrower now or hereafter outstanding, except &divd payable solely in the Borrower's Capital 8t@@ther than Disqualified Stock) or in
options, warrants or other rights to purchase staphital Stock, (ii) any redemption, retirement,ghase or other acquisition for value, direct
or indirect, of any Equity Interests of the Borrowe any of its Subsidiaries now or hereafter @autding, other than in exchange for, or out of
the proceeds of, the substantially concurrent @dleer than to a Subsidiary of the Borrower) ofestEquity Interests of the Borrower (other
than Disqualified Stock), and (iii) any paymeniaotlaim for the rescission of the purchase or sfler for material damages arising from the
purchase or sale of any Equity Interests of the®wer or any of the Borrower's Subsidiaries, oa @faim for reimbursement,

indemnification or contribution arising out of alated to any such claim for damages or rescission.

(0000) "REVOLVING CREDIT AVAILABILITY" means, at ap particular time, the amount by which the Committnat such time exceeds
the Revolving Credit Obligations at such time.

(pppp) "REVOLVING CREDIT OBLIGATIONS" means, at aparticular time, the sum of the outstanding ppatiamount of all Advances
at such time.

(qqqq) "SCALED ASSETS" means with respect to thiki Group, the sum of (A) an amount equal to 75%he Lithia Group's Receivables
which constitute factory receivables, (B) an amount

13



equal to 60% of the Lithia Group's Receivables Wwitionstitute current finance receivables, (C) anwarhequal to 60% of the Lithia Group's
Receivables which constitute receivables for pamt services (after netting any amounts payabdemmection with such parts and services
by any member of the Lithia Group), (D) an amounia to 55% of the Lithia Group's Inventory whianstitutes parts and accessories, (E)
an amount equal to 80% of the difference betweethdt portion of the Lithia Group's Inventory whiconstitutes used vehicles and (ii) the
amount of any Floor Plan Indebtedness of any memibtre Lithia Group incurred or available in contien with such used vehicles, and (F)
an amount equal to 45% of the difference betweethéi value of the Lithia Group's Equipment anjitfie amount of Indebtedness of any
member of the Lithia Group incurred in connectiathveuch Equipment. The value of the Lithia Grouftslled Assets shall be calculated by
the Lender and shall be determined based on thadial statements and monthly factory statemeriigetled to the Lender pursuant to
SECTION 5.1(A). Scaled Assets shall be measured tiee Effective Date and as of the end of eacarddr quarter.

(rrrr) "SECRETARY'S CERTIFICATE" with respect toyaentity in the Lithia Group, means any certificatelivered by a secretary, assis
secretary, managing member, general partner orgoref such entity which certifies (i) the namesi@rue signatures of the incumbent
officers or managers of such entity authorizeddo sach Transaction Document to which it is aypartd the other documents to be executed
thereunder, (ii) a true and correct copy of sudityés Certificate of Incorporation, or similar aiter document and all amendments thereto,
(iiif) a true and correct copy of the by-laws or g@mgoverning document of such entity and all admants thereto, and (iv) a true and correct
copy of the resolutions of such entity's boardiofators or members approving and authorizing ttezetion, delivery and performance by
such entity of each Transaction Document to which a party and the other documents to be exed¢htdunder;

(ssss) "SINGLE EMPLOYER PLAN" means a Plan mairgdiby the Borrower or any member of the Controledup for employees of the
Borrower or any member of the Controlled Group.

(tttt) "SUBSIDIARY™" of a Person means (i) any coration more than 50% of the outstanding securfi@sng ordinary voting power of
which shall at the time be owned or controllededily or indirectly, by such Person or by one orenaf its Subsidiaries or by such Person
and one or more of its Subsidiaries, or (ii) anstipership, association, joint venture or similasipess organization more than 50% of the
ownership interests having ordinary voting powewbfch shall at the time be so owned or controllédless otherwise expressly provided,
all references herein to a "Subsidiary" shall me&ubsidiary of the Borrower, except that Lithiadficial Corporation and Lithia Real Est:
Inc. shall be excluded therefrom.

(uuuu) "TANGIBLE BASE CAPITAL" means, at a partiemldate of calculation, the amount determined lkyLi#nder to be equal to :
(i) Consolidated Net Worth

PLUS
(i) the sum of

(a) Indebtedness of the Borrower or its Subsidsatgeofficers of the Borrower, which Indebtednesstbordinated in writing to the
Obligations on terms and conditions acceptabléed £nder; and

(b) an amount equal to 64% of the LIFO reservel@srmined in accordance with Agreement Accounfdrigciples) reflected on the
Borrower's balance sheet;
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MINUS
(iii) the sum of

(a) Receivables with respect to which the accoebtat is a director, officer, employee, Subsidiarffiliate of the Borrower or other
amounts

(whether or not classified as Receivables) froniliafes of the Borrower or its Subsidiaries (ottean those payable within 30 days and
incurred in the ordinary course of business); and

(b) that part of the Borrower's and its Subsid&fien a consolidated basis) capitalization or reseattributable to any writing up of book
values on any fixed assets after the date of thet negently delivered financial statements of tleer8wer and its Subsidiaries;

(c) the aggregate amount of the Borrower's anflutssidiaries Investments in Affiliates (other thiae Borrower's Subsidiaries);
(d) organizational expenses related to start-ugpefations with respect to the Borrower and itssRiiaries;

(e) goodwill and other intangible assets (as datexchin accordance with Agreement Accounting Pples);

(f) any amount paid to a third-party as considerafor no-competition agreements;

(9) the value of daily rental franchise paymentslenby the Borrower or its Subsidiaries under aapdhise agreements (net of any amounts
owed by a franchisor to Borrower or its Subsidigyjend

(h) other assets (including, without limitation;pdanes, cattle, etc.) not related to the operatifrthe Dealerships as automobile dealerships.

(vwwv) "TERMINATION DATE" means the earlier of (&vo (2) years after the date hereof and agreed thdLender and (b) the date of
termination of the Commitment pursuant to eitheSBICTION 2.3 or SECTION 7.1 hereof.

(wwww) "TERMINATION EVENT" means (i) a ReportablevEnt with respect to any Benefit Plan; (ii) thehditawal of the Borrower or ai
member of the Controlled Group from a Benefit Rlaning a plan year in which the Borrower or sucmt@aled Group member was a
"substantial employer" as defined in Section 40f{2§aof ERISA or the cessation of operations whriesults in the termination of
employment of twenty percent (20%) of Benefit Ptenticipants who are employees of the Borrowemyrraember of the Controlled Group;
(iii) the imposition of an obligation on the Borrewor any member of the Controlled Group underiSeet041 of ERISA to provide affected
parties written notice of intent to terminate a B&nPlan in a distress termination described in

Section 4041(c) of ERISA,; (iv) the institution dyetPBGC of proceedings to terminate a Benefit Rignany event or condition which might
constitute grounds under Section 4042 of ERISAHerTermination of, or the appointment of a trusteadminister, any Benefit Plan; or (vi)
the partial or complete withdrawal of the Borrowerany member of the Controlled Group from a Maltiployer Plan.
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(xxxx) "TOTAL ADJUSTED DEBT" means, for any periodn a consolidated basis for the Borrower andutss&liaries, the amount of Total
Debt less any Floor Plan Indebtedness and lesgtedeess for Equipment and real estate.

(yyyy) "TOTAL DEBT" means, for any period, on a cmlidated basis for the Borrower and its Subsid&rihe sum of Indebtedness of the
Borrower and its Subsidiaries, other than Hedgibdjgations and other than Indebtedness for Equipiraed real estate.

(zzzz) "TRANSACTION COSTS" means the fees, costbeMpenses payable by the Borrower in connectidin the execution, delivery and
performance of the Transaction Documents.

(aaaaa) "TRANSACTION DOCUMENTS" means the Loan Duoents and the Acquisition Documents.

(bbbbb) "UNFUNDED LIABILITIES" means (i) in the ca®f Single Employer Plans, the amount (if anyltiych the present value of all
vested nonforfeitable benefits under all Single Exygr Plans exceeds the fair market value of alhdRlan assets allocable to such benefits,
all determined as of the then most recent valuataie for such Plans, and (i) in the case of Meittiployer Plans, the withdrawal liability t!
would be incurred by the Controlled Group if allmigers of the Controlled Group completely withdreanf all Multi-employer Plans.

(ccececec) "UNMATURED DEFAULT" means an event whidtut for the lapse of time or the giving of notioe both, would constitute an
Event of Default.

(ddddd) "UNRESTRICTED DEALERSHIP" means any Litllaalership other than a Restricted Dealership.

(eeeee) "USED VEHICLE VALUE" means the value of [@eship Guarantors' used vehicle inventory, as susbunts are reported on the
ledger kept in accordance with Section 5.2(0) Heseah amount, however, not to exceed 100% ofifesl vehicle current trade in value, as
reported in N.A.D.A. OFFICIAL USED CAR GUIDE.

(fffff) "WHOLESALE LINE" means any wholesale credihe made by the Lender to a Litiha Dealership.

Any accounting terms used in this Agreement whiehret specifically defined herein shall have treanmings customarily given them in
accordance with generally accepted accounting ipfeein existence as of the date hereof.

1.2 REFERENCES. The existence throughout the Agea¢wf references to the Borrower's Subsidiariésria matter of convenience only.
Any references to Subsidiaries of the Borrowerf@eh herein shall (i) with respect to represetasi and warranties which deal with
historical matters be deemed to include each oStliesidiaries existing on the date hereof, anakigll not in any way be construed as
consent by the Lender to the establishment, maaniesor acquisition of any Subsidiary, except ag atherwise be permitted hereunder.
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1.3 EFFECTIVENESS OF THIS AGREEMENT. Upon the datition of all of the conditions precedent setlidrt SECTION 3.1 of this
Agreement (the date upon which such conditionsqutext are satisfied being hereinafter referrecgtiha "EFFECTIVE DATE"), this
Agreement shall become effective.

2. THE LOAN

2.1 ADVANCES. Upon the satisfaction of the condisgrecedent set forth in SECTIONS 3.1 and 3.2nfaod including the date of this
Agreement and prior to the Termination Date, thedss shall, on the terms and conditions set fartthis Agreement, make Advances to the
Borrower from time to time, in an amount not to exd the Revolving Credit Availability at such tinRROVIDED, HOWEVER, at no time
shall the Revolving Credit Obligations exceed tloenthitment at such time. Any Advance over $5,0008%4ll be subject to Lender's prior
written consent, which consent may be withheldafioy reason. Subject to the terms of this AgreentbatBorrower may borrow, repay and
reborrow Advances at any time prior to the TermaraDate. Borrower shall repay in full the outstengdprincipal balance of the Loan on the
Termination Date.

2.2 OPTIONAL PAYMENTS; MANDATORY PREPAYMENTS.

(a) OPTIONAL PAYMENTS. The Borrower may from time time repay or prepay, without penalty or premaifror any part of outstandir
Advances; PROVIDED, that the Borrower may not sepply Advances unless it shall have provided at @ business day's written notice
to the Lender of such prepayment.

(b) MANDATORY PREPAYMENTS. If at any time and fongreason the Revolving Credit Obligations are gnethan the Commitment
then the Borrower shall immediately make a manggioepayment of the Obligations in an amount etiualich excess. Amounts equal to a
Decision Reserve or net cash proceeds of an Asgetirsconnection with or following restorationbrglding or replacement of insured
property shall be mandatorily applied against tegdlving Credit Obligations in the amounts andha manner set forth in

SECTION 5.2(G) hereof. All of the mandatory prepa&yiis made under this SECTION 2.2(B) shall be aggiist to Advances maturing on
such date and then to subsequently maturing Adgancerder of maturity.

2.3 CHANGES IN THE COMMITMENT. REDUCTION OF COMMITHENT. The Borrower may permanently reduce the Comeritt in
whole, orin part, in an aggregate minimum amoti$50000,000 and integral multiples of $1,000,00@xcess of that amount (unless the
Commitment is reduced in whole), upon at leastetl{8 business days' written notice to the Lengtbich notice shall specify the amount of
any such reduction; PROVIDED, HOWEVER, that the antmf the Commitment may not be reduced belovwatigregate principal amount
of the outstanding Revolving Credit Obligationsl &d¢crued commitment fees shall be payable onffleetare date of any partial or complete
termination of the obligations of the Lender to m&ldvances hereunder.

2.4 METHOD OF BORROWING. The Borrower shall give thender irrevocable notice in substantially therfaf EXHIBIT B hereto (a
"BORROWING NOTICE") not later than 10:00 a.m. (EastStandard Time) on the business day precedegdhrowing Date of each
Advance, specifying: (i) the Borrowing Date (whighall be a business day) of such Advance; (iilatlgregate amount of such Advance;

(iii) the use of proceeds of such Advance, andtfie)account or accounts into which the Advancesilshbe funded. Not later than 2:00 p.m.
(Eastern Standard Time) on each Borrowing Datel #meler shall make available its Advance, in fumdsiediately available to the Borrow

at such account or accounts as shall have bedieddt the Lender. Each Advance shall bear intdrem and including the date of the
making of such Advance to (but not including) tlaéedof repayment thereof at the Applicable ComnaéRaper Rate, changing when and as
the underlying Commercial Paper Rate changes, which interest shall be payable in accordance SHGTION 2.9(B).
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2.5 MINIMUM AMOUNT OF EACH ADVANCE. Each Advance sitl be in the minimum amount of $250,000 (and irtiples of $50,000
if in excess thereof), PROVIDED, HOWEVER, that akgvance may be in the amount of the unused Commitme

2.6 DEFAULT RATE; LATE PAYMENT FEE. After the occtence and during the continuance of an Event oalliefat the option of the
Lender, the interest rate(s) applicable to the Adea shall be equal to the Applicable CommercigeP&ate PLUS three percent (3.0%) per
annum. If any of the Principal Balance or inte@sthis Note or other sum due hereunder is notwéhn ten (10) days of when due,
Borrower shall pay to Lender a late charge payreqotl to five percent (5%) of the amount of suatahment or the maximum rate
permitted by law, whichever is less.

2.7 METHOD OF PAYMENT. All payments of principahterest, and fees hereunder shall be made, wittatatf, deduction or
counterclaim, in immediately available funds to tiemder at the Lender's address specified purda@®RTICLE X, or at any other address
specified in writing by the Lender to the Borrowey,2:00 p.m. (Eastern Standard Time) on the datenwdue.

2.8 ADVANCES, TELEPHONIC NOTICES. The Lender islantized to record the principal amount of each Ambeaand each repayment
with respect to its Advances on the schedule atéth the Note; PROVIDED, HOWEVER, that the failtweso record shall not affect the
Borrower's obligations under the Note. The Borroauthorizes the Lender to extend Advances anatster funds based on telephonic
notices made by any person or persons the Lendgrad faith believes to be authorized to act oraliedf the Borrower. The Borrower
agrees to deliver promptly to the Lender a writtenfirmation, signed by an Authorized Officer, ifch confirmation is requested by the
Lender, of each telephonic notice. If the writtemfirmation differs in any material respect frone thction taken by the Lender, (i) the
telephonic notice shall govern absent manifestremd (ii) the Lender shall promptly notify the Awotized Officer who provided such
confirmation of such difference.

2.9 PROMISE TO PAY; INTEREST AND COMMITMENT FEESNTEREST PAYMENT DATES; INTEREST AND FEE BASIS;
TAXES.

(a) PROMISE TO PAY. The Borrower unconditionallyprises to pay when due the principal amount of éabfance and all other
Obligations incurred by it, and to pay all unpaiterest accrued thereon, in accordance with timestef this Agreement and the Note.

(b) INTEREST PAYMENT DATE.

() INTEREST PAYABLE ON ADVANCES. Interest accrueth each Advance shall be payable on each Payméat &anmencing with the
first such date to occur after the date hereofamdaturity (whether by acceleration or otherwi§#).each Payment Date, the Borrower shall
pay interest at the Applicable Commercial PapeeRateach Advance outstanding on such date.

(i) INTEREST ON OTHER OBLIGATIONS. Interest accrien the principal balance of all other Obligatishall be payable in arrears

(i) on the last day of each calendar month, comingnan the first such day following the incurrerafesuch Obligation, (ii) upon repayment
thereof in full or in part, and (iii) if not thei@ore paid in full, at the time such other Obligatbecomes due and payable (whether by
acceleration or otherwise).

(c) COMMITMENT FEES. The Borrower shall pay to thender, from and after the date hereof until thte d@a which the Commitment sh
be terminated in whole, a commitment fee equah@-eighth of one percent (0.125%) per annum, omtheunt by which (A) the
Commitment in effect from time to time exceeds {8 Revolving Credit Obligations in effect from #no time. All such commitment fees
payable under this CLAUSE (C) shall be payable alipin arrears on each
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anniversary occurring after the Effective Date andiddition, on the date on which the Commitménatlishe terminated in whole.

(d) INTEREST AND FEE BASIS. Interest and fees shallcalculated for actual days elapsed on the basi865 or when appropriate 366,
day year. Interest shall be payable for the da@hligation is incurred but not for the day of arayment on the amount paid if payment is
received prior to 2:00 p.m. (Eastern Standard Tiatéhe place of payment. If any payment of priatigf or interest on an Advance or any
payment of any other Obligations shall become dua day which is not a business day, such paynmafittse made on the next succeeding
business day and, in the case of a principal paymeaoh extension of time shall be included in catimy interest in connection with such
payment.
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2.10 TERMINATION DATE. This Agreement shall be effive until the Termination Date. Notwithstandirng ttermination of this
Agreement on the Termination Date, until all of @leligations (other than contingent indemnity oatigns, but including all Floor Plan
Indebtedness) shall have been fully and indefeagidid and satisfied and all financing arrangembetaieen the Borrower and the Lender in
connection with this Agreement shall have been itgatad (other than with respect to Hedging Obliyad), all of the rights and remedies
under this Agreement and the other Loan Documdrah survive and the Lender shall be entitled taireits security interest in and to all
existing and future Collateral.

2.11 TAXES. (a) Any and all payments by the BorroWwereunder shall be made free and clear of arftbwitdeduction for any and all
present or future taxes, levies, imposts, dedustioharges or withholdings or any liabilities widspect thereto including those arising after
the date hereof as a result of the adoption ohgrchange in any law, treaty, rule, regulationdgline or determination of a governmental
authority or any change in the interpretation guliggtion thereof by a governmental authority bxttleding such taxes (including income
taxes, franchise taxes and branch profit taxeay@smposed on or measured by the Lender's incgniieebUnited States of America or any
governmental authority of the jurisdiction undeg thws of which the Lender is organized or havimgsfiction over the Lender by virtue of
the Lender's location(s) (other than solely assalt®f the transaction evidenced by this Agreemn@ik such non-excluded taxes, levies,
imposts, deductions, charges, withholdings, argliies which the Lender determines to be appliedb this Agreement, the other Loan
Documents, the Commitment or the Advances beingihafter referred to as "TAXES"). If the Borrowéradl be required by law to deduct
any Taxes from or in respect of any sum payableurater or under the other Loan Documents to theléeri) the sum payable shall be
increased as may be necessary so that after makireguired deductions (including deductions aggilie to additional sums payable under
this SECTION 2.11(A)) the Lender receives an amegpial to the sum it would have received had nb sieductions been made, (ii) the
Borrower shall make such deductions, and (iii) Bleerower shall pay the full amount deducted tor#evant taxation authority or other
authority in accordance with applicable law.

(b) In addition, the Borrower agrees to pay anysent or future stamp or documentary taxes or amgraxcise or property taxes, charges, or
similar levies which arise from any payment madesheder or from the execution, delivery or registraof, or otherwise with respect to,
this Agreement, the other Loan Documents, the Camanit or the Advances (hereinafter referred toGEHER TAXES").

(c) The Borrower indemnifies the Lender for thd irhount of Taxes and Other Taxes (including, witHonitation, any Taxes or Other
Taxes imposed by any governmental authority on antsopayable under this SECTION 2.11 paid by thedeemnd any liability (including
penalties, interest, and expenses) arising therefrowith respect thereto, whether or not such $axeOther Taxes were correctly or legally
asserted. This indemnification shall be made withirty (30) days after the date the Lender makeattem demand therefor. A certificate as
any additional amount payable to the Lender uruier t

SECTION 2.11 submitted to the Borrower by the Lerstall show in reasonable detail the amount payabtl the calculations used to
determine such amount and shall, absent manifest, &e final, conclusive and binding upon eacthefparties hereto. With respect to such
deduction or withholding for or on account of argx&s and to confirm that all such Taxes have ba&htp the appropriate governmental
authorities, the Borrower shall promptly (and ity @vent not later than thirty (30) days after rptefurnish to the Lender such certificates,
receipts and other documents as may be requirgd€ijudgment of the Lender) to establish any taxlit to which the Lender may be
entitled.

(d) Within thirty (30) days after the date of argyment of Taxes or Other Taxes by the BorrowerBweower shall furnish to the Lender 1
original or a certified copy of a receipt evidergcipayment thereof.
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(e) Without prejudice to the survival of any otlagireement of the Borrower hereunder, the agreeraedtsbligations of the Borrower
contained in this SECTION 2.11 shall survive thgmant in full of principal and interest hereundadahe termination of this Agreement.

2.12 LOAN ACCOUNT. The Lender shall maintain in amtance with its usual practice an account or atio{a "LOAN ACCOUNT")
evidencing the Obligations of the Borrower to trenter owing to the Lender from time to time, inéhgdthe amount of principal and inter
payable and paid to the Lender from time to timeeheder and under the Note. The entries made ihdha Account shall be conclusive and
binding for all purposes, absent manifest errotessthe Borrower objects to information contaiirethe Loan Account within thirty (30)
days of the Borrower's receipt of such information.

3. CONDITIONS PRECEDENT

3.1 CONDITIONS OF EFFECTIVENESS. The Effective Dafahis Agreement shall be on the date on whitbfahe following conditions
shall have been satisfied:

(a) no law, regulation, order, judgment or decreany governmental authority shall, and the Lergtell not have received any notice that
litigation is pending or threatened which is likéty (A) enjoin, prohibit or restrain the makingaf Advance hereunder or (B) impose or
result in the imposition of a material adverse @tffe

(b) all due diligence materials requested by thedee from the Borrower shall have been deliveretthéoLender and such due diligence
materials shall be in form and substance reasorsatigfactory to the Lender;

(c) the Borrower has furnished to the Lender eddhefollowing, all in form and substance satistag to the Lender:
(i) this Agreement, duly executed by the Borrower;
(i) the Note, duly executed by the Borrower indawf the Lender;

(iii) a Dealership Guaranty executed by each Litbéalership which has not heretofore provided a&ehip Guaranty to the Lender, it be
understood that if such Lithia Dealership is anéditnicted Dealership, such Dealership Guarantyheilsubstantially in the form of the
Dealership Guaranty attached hereto as EXHIBIT @ntl, if such Lithia Dealership is a Restricted Bestiip, such Dealership Guaranty will
be substantially in the form of the Dealership Guty attached hereto as EXHIBIT C-2;

(iv) a Dealership Security Agreement executed lmhdathia Dealership which has not heretofore pded a Dealership Security Agreement
to the Lender, it being understood that if suchiitDealership is an Unrestricted Dealership, ddealership Security Agreement will be
substantially in the form of the Dealership Sequiigreement attached hereto as EXHIBIT D-1, arglith Lithia Dealership is a Restricted
Dealership, such Dealership Security Agreementheilsubstantially in the form of the Dealership8itg Agreement attached hereto as
EXHIBIT D-2;

(v) to the extent any Lithia Dealership has anyebtédness other than Permitted Existing Indebtedipay-out letters, releases and UCC-3
Termination Statements, where applicable, fronthélt-party creditors releasing all Liens securamy such Indebtedness;
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(vi) certificates of good standing for the Borrovegrd each of the Dealership Guarantors from iisdiation of incorporation and each other
jurisdiction where the nature of its business regpiit to be qualified as a foreign corporati

(vii) a Secretary's Certificate from the Borrowedaach Lithia Dealership acquired by the Borroareor prior to the date hereof.

(viii) a certificate, in form and substance satisfay to the Lender, signed by the chief finanoifficer of the Borrower stating that as of the
Effective Date, no Event of Default or Unmatureddst has occurred and is continuing and settimthfthe calculation of the Lithia Group's
Scaled Assets as of the Effective Date, and theeseptations and warranties of the Borrower adnd correct with full force and effect as
if made on the Effective Date;

(ix) a written opinion of the Borrower's and Deald@p Guarantors' counsel, addressed to the Leimdferm and substance satisfactory to the
Lender;

(x) to the extent not included in the foregoings ttocuments, instruments and agreements set fotthecclosing list attached as EXHIBIT E
hereto; and

(xi) such other documents as the Lender or its selumay have reasonably requested.

3.2 CONDITIONS PRECEDENT TO EACH ADVANCE. The Lendshall not be required to make any Advance, urdesthe applicable
Borrowing Date:

() There exists no Event of Default or Unmaturesfdult; and

(il) The representations and warranties containedRTICLE IV are true and correct as of such BorirmyDate (unless such representation
and warranty expressly relates to an earlier daie o longer true solely as a result of transegipermitted by this Agreement).
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Each Borrowing Notice with respect to each suchambe shall constitute a representation and wartantiie Borrower that the conditions
contained in SECTIONS 3.2(1) and (Il) have beersfiatl. If the Lender has a reasonable basis flie\ieg an Event of Default or
Unmatured Default may have occurred and is comimor that the Borrower is not able to make onmore of the representations and
warranties set forth in ARTICLE 1V, the Lender naguire a duly completed officer's certificate ubstantially the form of EXHIBIT F
hereto as a condition to making an Advance.

3.3 CONDITION PRECEDENT TO ADDITIONAL ADVANCE. Notithstanding anything to the contrary in this Agrest the Lender
shall be under no obligation to make an AdvanadeédBorrower hereunder until and unless the follmuiequirements shall have been
satisfied:

(i) There shall exist no liens on the Collaterddestthan Permitted Existing Liens and those Peeghiixisting Liens appearing on
SCHEDULE 1.1.3 marked with an asterisk shall haserbreleased and or terminated, and the Borrovedirtsdve confirmed delivery of such
releases, UCC-3 termination statements or otheurdeatation reasonably requested by the Lender rewiitg such release or termination;

(i) The loss payable endorsements referenced @TIEN 5.2(G) shall have been delivered to the Lende
4. REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants as followkead ender as of the date hereof and as of thetiféeDate and thereafter on each date as
required by SECTION 4.2:

4.1 ORGANIZATION; CORPORATE POWERS. The Borrowedasach of its Subsidiaries (i) is a corporatiomjtiéd liability company or
limited partnership duly organized, validly exigtinnder the laws of the jurisdiction of its orgaatian, (ii) is duly qualified to do business ¢

is in good standing under the laws of each jurtsaticin which failure to be so qualified and in glostanding could reasonably be expected to
have a material adverse effect and (iii) has ajligite corporate, company or partnership poweraariority to own, operate and encumber
its property and to conduct its business as prgseonducted and as proposed to be conducted.

4.2 AUTHORITY.

(a) The execution, delivery, performance and filiag the case may be, of each of the Transacticnments which must be executed or filed
by the Borrower as required by this Agreement oprar to the Effective Date and to which the Beves or any of its Subsidiaries is party,
and the consummation of the transactions conteetpliiereby, have been duly approved by the resjeotiards of directors or managers, or
by the partners, as applicable, and, if necessia@yshareholders, members or partners, as ap@iaaiithe Borrower and its Subsidiaries, and
such approvals have not been rescinded. No otlpoie, company or partnership action or procegdan the part of the Borrower or its
Subsidiaries are necessary to consummate suclattéorss.

(b) Each of the Transaction Documents to whichBbeower or any of its Subsidiaries is a party baen duly executed, delivered or filed
the case may be, by it and constitutes its legaidand binding obligation, enforceable againgt éiccordance with its terms, is in full force
and effect and no material term or condition thEhes been amended, modified or waived withoufptier written consent of the Lender, ¢
the Borrower and its Subsidiaries have, and, td#w of the Borrower's and its Subsidiaries' kealgk, all other parties thereto have,
performed and complied with all the material terpreyvisions, agreements and conditions set foeheih and required to be
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performed or complied with by such parties on doleethe date hereof, and no unmatured defaulgutiedér breach of any material covenant
by any such party exists thereunder.

4.3 NO CONFLICT; GOVERNMENTAL CONSENTS. The exeantj delivery and performance of each of the Loanubeents and other
Transaction Documents to which the Borrower or efnigs Subsidiaries is a party do not and will {iptonflict with the Charter Documents
of the Borrower or any such Subsidiary, (ii) cong# a tortious interference with any Contractubligation of any Person or conflict with,
result in a breach of or constitute (with or withaotice or lapse of time or both) a default unaiey requirement of law (including, without
limitation, any Environmental Property Transfer Aat Contractual Obligation of the Borrower or auch Subsidiary, or require termination
of any Contractual Obligation, (iii) result in arquire the creation or imposition of any lien wioatger upon any of the property or assets of
the Borrower or any such Subsidiary, other thamslipermitted by the Loan Documents, or (iv) reqaing approval of the Borrower's or any
such Subsidiary's shareholders except such asbiegreobtained. The execution, delivery and perfanaaf each of the Transaction
Documents to which the Borrower or any of its Sdiasies is a party do not and will not require aegistration with, consent or approval of,
or notice to, or other action to, with or by anwgmmental authority, including under any Enviromtaé¢ Property Transfer Act, except (i)
filings, consents or notices which have been mab&ined or given, or which, if not made, obtaioedjiven, individually or in the aggregate
could not reasonably be expected to have a masatiarse effect and (ii) filings necessary to @eatperfect security interests in the
Collateral.

4.4 FINANCIAL STATEMENTS.

(a) FINANCIAL INFORMATION. All balance sheets, stahents of profit and loss and other financial diata have been given to Lender by
or on behalf of Borrower (the "Financial Informati® are complete and correct in all material respesccurately present the financial
condition of Borrower as of the dates, and theltesi its operations for the periods specifiedhia Financial Information, and have been
prepared in accordance with generally acceptedusmticy principles consistently followed throughole periods covered thereby. Except as
specifically disclosed, as to amount, (and if d#800,000,as to creditor or debtor , amount andrigguby the Financial Information,

Borrower does not have outstanding any loan oritetiness, direct or contingent, to any party, othan the indebtedness due and owing to
Lender, and none of its assets is subject to anyrig interest, lien or other encumbrance in fasbanyone other than Lender (except for the
Permitted Existing Liens and liens premitted ur8lection 5.3 (c) arising subsequent to the dathisfAgreement). There has been no change
in the assets, liabilities or financial conditiohBorrower from that set forth in the Financialdniation other than changes in the ordinary
course of affairs, none of which changes has bestemally adverse to Borrower.
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4.5 TAXES.

(a) TAX EXAMINATIONS. All deficiencies which haveden asserted against the Borrower or any of theoBer's Subsidiaries as a result
of any federal, state, local or foreign tax exartiorafor each taxable year in respect of which xm@nation has been conducted have been
fully paid or finally settled or are being contekta good faith, and as of the date hereof no i$sisebeen raised by any taxing authority in
such examination which, by application of similainpiples, can be expected to result in assertjoauzh taxing authority of a material
deficiency for any other year not so examined wihiah not been reserved for in the Borrower's caufesteld financial statements to the ext

if any, required by Agreement Accounting Principles

(b) PAYMENT OF TAXES. All tax returns and reportétbe Borrower and its Subsidiaries required tdileel have been timely filed, and all
taxes, assessments, fees and other governmentgéstthereupon and upon their respective propassets, income and franchises which are
shown in such returns or reports to be due andipayeve been paid except those items which arglzeintested in good faith and have
been reserved for in accordance with Agreement éaiing Principles or for which the failure to fil®uld not be reasonably expected to
result in the payment of amounts by the Borrowet i Subsidiaries in the aggregate in excess 580 F®0. The Borrower has no knowledge
of any proposed tax assessment against the Bormvaaty of its Subsidiaries that will have or cotddsonably be expected to have a
material adverse effect.

4.6 LITIGATION; LOSS CONTINGENCIES AND VIOLATIONSThere is no action, suit, proceeding, arbitratiomgestigation before or
by any governmental authority or private arbitrgiending or threatened against the Borrower orddritg Subsidiaries or any property of &
of them (i) challenging the validity or the enfoabdity of any material provision of the Transactibocuments or (ii) which will have or
could be expected to have a material adverse effeetre is no material loss contingency within tieaning of Agreement Accounting
Principles which has not been reflected in the obdated financial statements of the Borrower @adsubsidiaries prepared and delivered
pursuant to SECTION 5.1(A) for the fiscal periodidg which such material loss contingency was iredir Neither the Borrower nor any of
its Subsidiaries is (A) in violation of any applida requirements of law which violation will haveapuld be expected to have a material
adverse effect, or (B) subject to or in defaultwigspect to any final judgment, writ, injunctioastraining order or order of any nature,
decree, rule or regulation of any court or govemtaleauthority which will have or could be expectechave a material adverse effect.

4.7 SUBSIDIARIES. SCHEDULE 4.8 to this Agreementdentains a description as of the Effective Dateal of the date of any supplem
thereto) of the corporate structure of, the Bornoared its Subsidiaries and any other Person intwthie Borrower or any of its Subsidiaries
holds an Equity Interest; and (ii) accurately setth as of the Effective Date (or as of the ddtary supplement thereto) (A) the correct legal
name, the jurisdiction of incorporation or formatiand the jurisdictions in which each of the Boreowand the Subsidiaries of the Borrower is
qualified to transact business as a foreign cotjorar other foreign entity and (B) a summarylod tlirect and indirect partnership, joint
venture, or other Equity Interests, if any, of Barower and each Subsidiary of the Borrower in Beyson that is not a corporation. After the
formation or acquisition of any New Subsidiary pited under SECTION 5.3(F)(Il), if requested by ttender, the Borrower shall provide a
supplement to SCHEDULE 4.8 to this Agreement. Nohihe issued and outstanding Capital Stock oBbeower or any of its Subsidiaries
is subject to any redemption or repurchase agreemba outstanding Capital Stock of the Borrowedt eaach of the Borrower's Subsidiaries
is duly authorized, validly issued, fully paid amdnassessable and, is not (other than Capital $td8&rrower) Margin Stock. The Borrower
has no Subsidiaries other

(i) the Subsidiaries set forth on SCHEDULE 4.8 &ndcany Subsidiaries acquired in connection witBermitted Acquisition, in connection
with which the Borrower shall have provided alltiké documents, instruments and agreements as @ddujrthis Agreement.
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4.8 ERISA. No Benefit Plan has incurred any accated funding deficiency (as defined in Sections(82) of ERISA and 412(a) of the
Code) whether or not waived. Neither the Borrowarany member of the Controlled Group has incuamy liability to the PBGC which
remains outstanding other than the payment of prersj and there are no premium payments which hasenbe due which are unpaid.
Schedule B to the most recent annual report filed the IRS with respect to each Benefit Plan dinsh requested, furnished to the Lende
complete and accurate. Since the date of eachSelubdule B, there has been no material adversgeharthe funding status or financial
condition of the Benefit Plan relating to such Sitille B. Neither the Borrower nor any member of@watrolled Group has (i) failed to make
a required contribution or payment to a Multiemp@oi?lan or (ii) made a complete or partial withdahunder Sections 4203 or 4205 of
ERISA from a Multiemployer Plan, in either eventielhcould result in any liability. Neither the Bower nor any member of the Controlled
Group has failed to make a required installmergror other required payment under Section 412 o€ibde, in either case involving any
material amount, on or before the due date for sustiallment or other payment. Neither the Borrower any member of the Controlled
Group is required to provide security to a Benfién under Section 401(a)(29) of the Code dueRtaa amendment that results in an
increase in current liability for the plan year.itRer the Borrower nor any of its Subsidiaries naiims or contributes to any employee welfare
benefit plan within the meaning of

Section 3(1) of ERISA which provides benefits topbmyees after termination of employment other thamequired by Section 601 of ERIS
To the best of Borrower's knowledge, each Plan wisidntended to be qualified under Section 40db{ahe Code as currently in effect is so
qualified, and each trust related to any such Rlaxempt from federal income tax under Section®Ppaf the Code as currently in effect. To
the best of Borrower's knowledge, the Borrower alh@ubsidiaries are in compliance in all resp&gth the responsibilities, obligations and
duties imposed on them by ERISA and the Code weipect to all Plans. To the best of Borrower's kadge, neither the Borrower nor any
of its Subsidiaries nor any fiduciary of any Plastengaged in a nonexempt prohibited transactisecritbed in Sections 406 of ERISA or
4975 of the Code which could be expected to sultjecBorrower or any Dealership Guarantor to makdiability. Neither the Borrower nor
any member of the Controlled Group has taken tedab take any action which would constitute autein a Termination Event, which
action or inaction could be expected to subjecBbeower to liability. Neither the Borrower noryBubsidiary is subject to any liability
under Sections 4063, 4064, 4069, 4204 or 4212(ERISA and no other member of the Controlled Grisugubject to any liability under
Sections 4063, 4064, 4069, 4204 or 4212(c) of ERMch could be expected to subject the Borroweargr Dealership Guarantor to
liability. Neither the Borrower nor any of its Sudliaries has, by reason of the transactions coreghereby, any obligation to make any
payment to any employee pursuant to any Plan atiegicontract or arrangement. (For purposes ef$SIEHCTION 4.9 "material® means any
noncompliance or basis for liability which couldisenably be likely to subject the Borrower or ahitoSubsidiaries to liability individually
or in the aggregate for all such matters in excé$250,000.)

4.9 ACCURACY OF INFORMATION. The information, exhib and reports furnished by or on behalf of therBeer and any of its
Subsidiaries to the Lender in connection with thgatiation of, or compliance with, the Loan Docuisethe representations and warranties
of the Borrower and its Subsidiaries containechan Transaction Documents, and all certificatesdowiments delivered to the Lender
pursuant to the terms thereof, taken as a wholaeptlcontain as of the date furnished any untratestent of fact or omit to state a fact
necessary in order to make the statements contaireih or therein, taken as a whole, in lighthef tircumstances under which they were
made, not misleading.

4.10 SECURITIES ACTIVITIES. Neither the Borrowerrramy of its Subsidiaries is engaged in the businé&xtending credit for the
purpose of purchasing or carrying Margin Stock.

4.11 MATERIAL AGREEMENTS. Neither the Borrower nany of its Subsidiaries is a party to any Contrakc@bligation or subject to any
charter or other corporate restriction which indisélly or in the aggregate will have or could bpented to have a material adverse effect.
Neither the Borrowe
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nor any of its Subsidiaries has received notickasrknowledge that (i) it is in default in the perhance, observance or fulfilment of any of
the obligations, covenants or conditions containeghy Contractual Obligation applicable to it,(ily any condition exists which, with the
giving of natice or the lapse of time or both, wababnstitute a default with respect to any sucht@atual Obligation, in each case, except
where such default or defaults, if any, individyadt in the aggregate will not have or could nats@nably be expected to have a material
adverse effect.

4.12 COMPLIANCE WITH LAWS; COMPLIANCE WITH FRANCHIE AGREEMENTS. The Borrower and its Subsidiariesiare
compliance with all requirements of law applicatdghem and their respective businesses, in eaghwhere the failure to so comply
individually or in the aggregate could be expedtetlave a material adverse effect. The executielivety and performance by each Lithia
Dealership of any Loan Document to which it is aypdoes not and will not conflict with the franshiagreement to which it is a party. Each
Lithia Dealership is operating under a valid antbereable franchise agreement, which such frandgseements prohibit certain transfers of
ownership or control without the consent of thevaht manufacturer.

4.13 ASSETS AND PROPERTIES. The Borrower and eddts &ubsidiaries has good and marketable titialitof its assets and properties
(tangible and intangible, real or personal) owngdt lor a valid leasehold interest in all of itased assets (except insofar as marketability
be limited by any laws or regulations of any goweemtal authority affecting such assets), exceptatiee failure to have any such title will
not have or could not be expected to have a masefieerse effect, and all such assets and propestjree and clear of all liens, except liens
permitted under SECTION 5.3(C). Substantially &liliee assets and properties owned by, leaseduseat by the Borrower and/or each such
Subsidiary of the Borrower are in adequate opegatondition and repair, ordinary wear and tear ptexk Neither this Agreement nor any
other Transaction Document, nor any transactionecoplated under any such agreement, will affectragiyt, title or interest of the Borrower
or such Subsidiary in and to any of its assetsnmaaner that will have or could reasonably be etqabto have a material adverse effect.
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4.14 STATUTORY INDEBTEDNESS RESTRICTIONS. NeitheetBorrower nor any of its Subsidiaries is subjeaegulation under the
Public Utility Holding Company Act of 1935, the Fexdl Power Act, the Interstate Commerce Act, orltivestment Company Act of 1940,

or any other federal, state or local statute, @wge or regulation which limits its ability to incdimdebtedness or its ability to consummate the
transactions contemplated hereby.

4.15 INSURANCE. The Borrower's and its Subsidiaiiesurance policies and programs reflect covethgeis reasonably consistent with
prudent industry practice.

4.16 LABOR MATTERS. As of the date hereof, to ther®wer's and its Subsidiaries' knowledge, theeenarlabor disputes to which the
Borrower or any of its Subsidiaries may becomergypacluding, without limitation, any strikes,dkouts or other disputes relating to such
Persons' plants and other facilities.

4.17 ENVIRONMENTAL MATTERS. (a)(i) The operation$ the Borrower's Subsidiaries, Lithia Financial @aration, Lithia Real Estate,
Inc. (collectively, the "Lithia Subsidiaries") albrrower comply in all respects with Environmentagalth or Safety Requirements of Law;

(i) the Borrower and the Lithia Subsidiaries hallepermits, licenses or other authorizations reggiinder Environmental, Health or Safety
Requirements of Law and are in compliance with querimits;

(iii) neither the Borrower,any of the Lithia Subisides nor any of their respective present propertyperations, or any of their respective |
property or operations, are subject to or the sulgg any investigation known to the Borrower ayaf the Lithia Subsidiaries, any judicial
or administrative proceeding, order, judgment, decsettlement or other agreement respecting:rppyelation of Environmental, Health or
Safety Requirements of Law; (B) any remedial actioder any Environmental, Health or Safety Requéets of Law; or

(C) any claims or liabilities arising from the Ra$e or threatened Release of a Contaminant intertvieonment;

(iv) there is not now, nor has there ever beenrdn the property of the Borrower or any of thehid Subsidiaries any landfill, waste pile,
underground storage tanks, aboveground storags,taniace impoundment or hazardous waste stosaijiyf of any kind, any
polychlorinated biphenyls (PCBs) used in hydraalls, electric transformers or other equipmentamy asbestos containing material that in
the case of any of the foregoing could be expeitedsult in any claims or liabilities in excess$&00,000.00; and

(v) neither the Borrower nor any of the Lithia Sidisries has any Contingent Obligation in connattigth any Release or threatened Rels
of a Contaminant into the environment.

4.18 BENEFITS. Each of the Borrower and its Sulasids will benefit from the financing arrangemestiablished by this Agreement. The
Lender has stated and the Borrower acknowledgéshthafor the agreement by each of the DealerGhigrantors to execute and deliver its
respective Dealership Guaranty and Dealership 8g@greements, the Lender would not have madelaiviai the credit facilities establish
hereby on the terms set forth herein.

5. COVENANTS
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The Borrower covenants and agrees that so longya€ammitment is outstanding and thereafter urajiment in full of all of the Obligatior
(other than contingent indemnity obligations, lmdluding Floor Plan Indebtedness), unless the Liesitigll otherwise give its prior written
consent:

5.1 REPORTING. The Borrower shall:
(&) FINANCIAL REPORTING. Furnish to the Lender:

() QUARTERLY REPORTS. As soon as practicable, andny event within forty-five (45) days after thed of each fiscal quarter in each
fiscal quarter, the consolidated and consolidabaignce sheet of the Borrower and the Lithia Sudséb as at the end of such period and the
related consolidated and consolidating statemdritscome and cash flows of the Borrower and théigitSubsidiaries for such fiscal quarter
and for the period from the beginning of the tharrent fiscal year to the end of such fiscal quaxertified by the chief financial officer of

the Borrower on behalf of the Borrower as fairlggenting the consolidated and consolidating firenpmsition of the Borrower and the

Lithia Subsidiaries as at the dates indicated badésults of their operations and cash flowsHergeriods indicated in accordance with
Agreement Accounting Principles, subject to norgesr end adjustments.

(i) ANNUAL REPORTS. As soon as practicable, andiity event within ninety (90) days after the en@adh fiscal year, (a) the
consolidated and consolidating balance sheet dBtiteower and the Lithia Subsidiaries as at the @rglich fiscal year and the related
consolidated and consolidating statements of in¢catoekholders' equity and cash flows of the Bogpand the Lithia Subsidiaries for such
fiscal year, and in comparative form the corresjrmgpdigures for the previous fiscal year and (b)aadit report on the items listed in
CLAUSE (A) hereof (other than the consolidatingestaents) of independent certified public accourstarfirecognized national standing,
which audit report shall be unqualified and shaltesthat such financial statements fairly presiemiconsolidated financial position of the
Borrower and the Lithia Subsidiaries as at theglatdicated and the results of their operationscasth flows for the periods indicated in
conformity with Agreement Accounting Principles ahdt the examination by such accountants in cdiorewith such consolidated financ
statements has been made in accordance with ggreeépted auditing standards. The deliveries npadsuant to this CLAUSE

(I shall be accompanied by any management letipared by the above-referenced accountants.

(iii) MONTHLY STATEMENTS. As soon as practicablepcin any event by the 25th day of each followingntih, certified copies of direct
(factory) statements provided to a manufactureary Lithia Dealership.
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(iv) OFFICER'S CERTIFICATE. Together with each dgely of any financial statement pursuant to CLAUSB®nd (ll) of this SECTION
5.1(A), an Officer's Certificate of the Borrowenjstantially in the form of EXHIBIT F attached herand made a part hereof, stating that no
Event of Default or Unmatured Default exists, aauify Event of Default or Unmatured Default existating the nature and status thereof and
setting forth (X) such financial statements anainfation as shall be reasonably acceptable to¢heldr and (Y) a valuation of the Collate

(b) NOTICE OF EVENT OF DEFAULT. Promptly upon anfjtbe chief executive officer, president, chiefdirtial officer, treasurer of the
Borrower or any of its Subsidiaries obtaining knegde (i) of any condition or event which constitué® Event of Default or Unmatured
Default, or (ii) that any Person has given anyternitnotice to the Borrower or any LithiaSubsidiafyhe Borrower or taken any other action
with respect to a claimed default or event or ctodiof the type referred to in SECTION 6.1(E),idet to the Lender a notice specifying (a)
the nature and period of existence of any suclmédidefault, Event of Default, Unmatured Defaudtadition or event, (b) the notice given
action taken by such Person in connection therewitd (c) what action the Borrower has taken,kintaand proposes to take with respect
thereto.

(c) LAWSUITS. (i) Promptly upon the Borrower obtaig knowledge of the institution of, or written dat of, any action, suit, proceeding,
governmental investigation or arbitration againrsaffecting the Borrower or any of the Lithia Subaries or any property of the Borrower or
any of the Lithia Subsidiaries, which action, spipceeding, governmental investigation or arbigraexposes, or in the case of multiple
actions, suits, proceedings, governmental invetsbigg or arbitrations arising out of the same gahallegations or circumstances which
expose, in the Borrower's reasonable judgmentBtreower or any of the Lithia Subsidiaries to ligiin an amount aggregating $500,00(
more, give written notice thereof to the Lender pravide such other information as may be reasgramilable to enable the Lender and its
counsel to evaluate such matters; and (ii) in &dib the requirements set forth in CLAUSE (I)tlis SECTION 5.1(C), upon request of the
Lender, promptly give written notice of the statisny action, suit, proceeding, governmental itigasion or arbitration covered by a report
delivered pursuant to CLAUSE (I) above or disclosedny filing with the Commission and provide swther information as may be
available to it that would not violate any attorraient privilege by disclosure to the Lender t@ble the Lender and its counsel to evaluate
such matters.

(d) ERISA NOTICES. Deliver or cause to be deliverethe Lender, at the Borrower's expense, thevallg information and notices as soon
as possible, and in any event:

() (a) within ten (10) business days after therBaser obtains knowledge that a Termination Evestdzurred, a written statement of the
chief financial officer of the Borrower describisgch Termination Event and the action, if any, Wwhite Borrower has taken, is taking or
proposes to take with respect thereto, and whewknany action taken or threatened by the IRS, DOPBGC with respect thereto and (b)
within ten (10) business days after any membeh®iQontrolled Group obtains knowledge that a Teatndm Event has occurred which could
reasonably be expected to subject the Borrowenpna&mber of the Controlled Group to liability im@lually or in the
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aggregate in excess of $250,000, a written stateafehe chief financial officer of the Borrowergigibing such Termination Event and the
action, if any, which the member of the Control@dup has taken, is taking or proposes to take rggpect thereto, and when known, any
action taken or threatened by the IRS, DOL or PBRGIG respect thereto;

(i) within ten (10) business days after the Boreswr any of the Lithia Subsidiaries obtains knalgle that a prohibited transaction (defined
in Sections 406 of ERISA and

Section 4975 of the Code) has occurred, a stateofi¢hé chief financial officer of the Borrower deibing such transaction and the action
which the Borrower or such Lithia Subsidiary hdsetg is taking or proposes to take with respeatetioe

(iiif) within ten (10) business days after the Bavew or any of the Lithia Subsidiaries receives e®tf any unfavorable determination letter
from the IRS regarding the qualification of a Plander Section 401(a) of the Code, copies of each kiter;

(iv) within ten (10) business days after the filithgreof with the IRS, a copy of each funding waregjuest filed with respect to any Benefit
Plan and all communications received by the Borrawvea member of the Controlled Group with respecuch request;

(v) within ten (10) business days after receipthi®/Borrower or any member of the Controlled Grotithe PBGC's intention to terminate a
Benefit Plan or to have a trustee appointed to aidterr a Benefit Plan, copies of each such notice;

(vi) within ten (10) business days after receiptiiny Borrower or any member of the Controlled Grotip notice from a Multemployer Plai
regarding the imposition of withdrawal liabilitypgies of each such notice;

(vii) within ten (10) business days after the Baren or any member of the Controlled Group failsriake a required installment or any other
required payment under Section 412 of the Coder dnefore the due date for such installment or paytneenotification of such failure; and

(viii) within ten (10) business days after the Bawver or any member of the Controlled Group knowkas reason to know that (a) a Multi-
employer Plan has been terminated, (b) the admamdstor plan sponsor of a Multi-employer Plan intte to terminate a Multi-employer Plan,
or (c) the PBGC has instituted or will institutepeedings under Section 4042 of ERISA to termindt#ulti-employer Plan.

For purposes of this SECTION 5.1(D), the Borroveary of its Subsidiaries and any member of the @liatt Group shall be deemed to kn
all facts known by the Administrator of any Planadfich the Borrower or any member of the Control&@up or such Subsidiary is the plan
sponsor.
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(e) LABOR MATTERS. Notify the Lender in writing, pmptly upon the Borrower's learning thereof, ofafily labor dispute to which the
Borrower or any of its Subsidiaries may becomergypacluding, without limitation, any strikes,dkouts or other disputes relating to such
Persons' plants and other facilities and (ii) aapility incurred under the Worker Adjustment anetiRining Notification Act with respect to
the closing of any plant or other facility of thefBower or any of its Subsidiaries.

() OTHER INDEBTEDNESS. Deliver to the Lender (irapy of each notice or communication regardingeptil or actual defaults
(including any accompanying officer's certificatiglivered by or on behalf of the Borrower or anytsfSubsidiaries to the holders of funded
Indebtedness pursuant to the terms of the agresrgewmerning such Indebtedness, such delivery mdde at the same time and by the same
means as such notice or other communication isefeld to such holders, and (ii) a copy of eachceatr other communication regarding
potential or actual defaults received by the Boepar any of its Subsidiaries from the holderswfded Indebtedness pursuant to the terr
such Indebtedness, such delivery to be made prgraftélr such notice or other communication is reegiby the Borrower or any such
Subsidiary.

(g) OTHER REPORTS. Deliver or cause to be deliveécetthe Lender copies of all financial statemergpprts and notices, if any, sent or
made available generally by the Borrower to itausiies holders or filed with the Commission by Berrower, all press releases made
available generally by the Borrower or any of tr@mwer's Subsidiaries to the public concerningettggments in the business of the
Borrower or any such Subsidiary and all notificatiseceived from the Commission by the BorrowdtoBubsidiaries pursuant to the
Securities Exchange Act of 1934 and the rules pfgated thereunder (other than customary commetetrgeteceived in connection with
registration statements or other routine commuitnatbetween the Commission and the Borrower).

(h) ENVIRONMENTAL NOTICES. As soon as possible anany event within ten (10) days after receipthyy Borrower or any of its
Subsidiaries, a copy of (i) any notice or clainthe effect that the Borrower or any of its Subgidsis or may be liable to any Person as a
result of the Release by the Borrower, any of itbsidiaries, or any other Person of any Contamiimdatthe environment, and (ii) any notice
alleging any violation of any Environmental, HeatthSafety Requirements of Law by the Borrowerroyr af its Subsidiaries if, in either ca
such notice or claim relates to an event which@¢oehsonably be expected to subject the BorrowangprSubsidiary to liability individually
or in the aggregate in excess of $500,000.

(i) OTHER INFORMATION. Promptly upon receiving ageest therefor from the Lender, prepare and detivéine Lender such other
information with respect to the Borrower, any af 8ubsidiaries, or the Collateral, including, withtmitation, schedules identifying and
describing the Collateral and any dispositionsebgras from time to time may be reasonably requelsy the Lender.

() USED VEHICLE INVENTORY. On each Payment Data,itemized list of used vehicle inventory, showthg vehicle identification
number of each vehicle, the make and model of gahltle, and the value of each vehicle and theexgge value of all used vehicle
inventory.
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5.2 AFFIRMATIVE COVENANTS.

(&) EXISTENCE, ETC. Except for mergers permittedspant to SECTION 5.3(H), the Borrower shall, ahdllscause each of its Subsidial
to, at all times maintain its corporate, companpantnership existence, as applicable, and preserddeep, or cause to be preserved and
kept, in full force and effect its rights and fraimes material to its businesses.

(b) POWERS; CONDUCT OF BUSINESS. The Borrower staild shall cause each of its Subsidiaries to,fguaid remain qualified to do
business in each jurisdiction in which the naturgsobusiness requires it to be so qualified amere the failure to be so qualified will have
could reasonably be expected to have a materia@rad\effect. The Borrower will, and will cause e&etbsidiary to, carry on and conduct its
business in substantially the same manner andoistaatially the same fields of enterprise as jiresently conducted.

(c) COMPLIANCE WITH LAWS, ETC. The Borrower shatind shall cause its Subsidiaries to, (a) compli &ilt requirements of law and
all restrictive covenants affecting such Persotherbusiness, properties, assets or operationschfRerson, and (b) obtain as needed all

permits necessary for its operations and maintah permits in good standing, unless failure to glgror obtain could not be expected to
have a material adverse effect.

(d) PAYMENT OF TAXES AND CLAIMS; TAX. The Borroweshall pay, and cause each of the Lithia Subsididdaeay, (i) all taxes,
assessments and other governmental charges imppseadt or on any of its properties or assets aespect of any of its franchises, busin
income or property before any penalty or interestaes thereon, and (ii) all claims (including,waitit limitation, claims for labor, services,
materials and supplies) for sums which have beatdueeand payable and which by law have or may beeoliem (other than a lien permitted
by SECTION 5.3(C)) upon any of the Borrower's aztsuithiaSubsidiary's property or assets, priothtime when any penalty or fine shall
be incurred with respect thereto; PROVIDED, HOWEVHERt no such taxes, assessments and governmbatges referred to in CLAUSE
(i) above or claims referred to in CLAUSE (ii) al®ofand interest, penalties or fines relating tlegreeed be paid if being contested in good
faith by appropriate proceedings diligently ingtitl and conducted and if such reserve or otheogpipte provision, if any, as shall be
required in conformity with Agreement Accountingriéiples shall have been made therefor. The Borrawienot, nor will it permit any of
the Lithia Subsidiaries to, file or consent to fiiag of any consolidated income tax return witlyaother Person other than the consolidated
return of the Borrower.

(e) INSURANCE. The Borrower shall maintain for ifsend its Subsidiaries, or shall cause each dbitbsidiaries to maintain in full force
and effect, insurance policies and programs réfigatoverage that is reasonably consistent witllg@ntiindustry practice.

(f) INSPECTION OF PROPERTY; BOOKS AND RECORDS. TBerrower shall permit and cause each of the Borr@aéthia Subsidiarie
to permit, any authorized representative(s) desgghly the Lender to visit and inspect any of thapprties of the Borrower or any of its
Lithia Subsidiaries, to examine, audit, check arakencopies of their respective financial and actingrrecords, books, journals, orders,
receipts and any correspondence and other datageta their respective businesses or the traimactontemplated hereby or by the
Acquisitions (including, without limitation, in corection with environmental compliance, hazard ability), and to discuss their affairs,
finances and accounts with their officers and irshelent certified public accountants, at such tichetng normal business hours, as often as
may be requested; PROVIDED, that while no Evereflault exists, all of the foregoing shall be a #xpense of the Lender. The Borrower
shall keep and maintain, and cause each of theo®erts Lithia Subsidiaries to keep and maintairalimespects, proper books of record and
account in which entries in conformity with Agreemhéccounting Principles shall be made of all degdi and transactions in relation to their
respective businesses and activities, includintjaut limitation, transactions and other dealingthwespect to the Collateral.
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If an Event of Default has occurred and is contiguthe Borrower, upon the Lender's request, shiailover any such records to the Lender
or its representatives. Neither Borrower nor arthibi Subsidiary shall be required to violate artgraiey-client privilege by disclosure to
Lender

(g) INSURANCE AND CONDEMNATION PROCEEDS. The Borrewdirects (and, if applicable, shall cause itssilibries to direct) all
insurers under policies of property damage, baifet machinery and business interruption insurandgpayors of any condemnation clainr
award relating to the property to pay all procegalgable under such policies or with respect to slaim or award for any loss with respec
the Collateral directly to the Lender; PROVIDED, WBVER, in the event that such proceeds or awardeasethan $250,000 ("EXCLUDE
PROCEEDS"), unless an Event of Default shall haamioed and be continuing, the Lender shall reméhsExcluded Proceeds to the
Borrower or Subsidiary, as applicable. Each sudityshall contain a long-form loss-payable endoreat naming the Lender as loss payee,
which endorsement shall be in form and substarasorebly acceptable to the Lender. The Lender,sh@ih receipt of such proceeds (other
than Excluded Proceeds) and at the Borrower'stibreeither apply the same to the principal amairthe Advances outstanding at the time
of such receipt and create a corresponding resgraimst the Commitment in an amount equal to spplication (the "DECISION
RESERVE") or hold them as cash collateral for thdigations in an interest bearing account. Forafp30 days from the date of any loss
"DECISION PERIOD"), the Borrower may notify the Lagr that it intends to restore, rebuild or replémeproperty subject to any insurance
payment or condemnation award and shall, as sopraaticable thereafter, provide the Lender dedaiidormation, including a construction
schedule and cost estimates. Should an Event @ulefccur at any time during the Decision Perifthuld the Borrower notify the Lender
that it has decided not to rebuild or replace gucperty during the Decision Period, or shouldBleerower fail to notify the Lender of the
Borrower's decision during the Decision Periodnttiee amounts held as cash collateral pursuahis&SECTION 5.2(G) or as the Decision
Reserve shall be applied as a mandatory prepayoném: Advances pursuant to SECTION 2.2(B). Proséesdd as cash collateral pursuant
to this SECTION 5.2(G) or constituting the DecisReserve shall be disbursed as payments for réistoreebuilding or replacement of such
property become due; PROVIDED, HOWEVER, should aart of Default occur after the Borrower has netifthe Lender that it intends to
rebuild or replace the property, the Decision Reser amounts held as cash collateral shall beéegppk a mandatory prepayment of the
Advances pursuant to SECTION 2.2(B). In the evhatecision Reserve is to be applied as a mandptepayment to the Advances, the
Borrower shall be deemed to have requested Advan@samount equal to the Decision Reserve, add Advances shall be made
regardless of any failure of the Borrower to méetdonditions precedent set forth in ARTICLE Ilipdh completion of the restoration,
rebuilding or replacement of such property, thesaauproceeds shall constitute net cash proceeats Afset Sale and shall be applied as a
mandatory prepayment of the Advances pursuant @TSBN 2.2(B).
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(h) ERISA COMPLIANCE. The Borrower shall, and shadluse each of the Borrower's Subsidiaries tobksita maintain and operate all
Plans, if any, to comply in all material respectdwthe provisions of ERISA, the Code, all othepligable laws, and the regulations and
interpretations thereunder and the respective reauants of the governing documents for such Plxept where the failure to comply will
not or could not reasonably be expected to sultjecBorrower and its Subsidiaries to liability imidiually or in the aggregate in excess of
$250,000.

(i) MAINTENANCE OF PROPERTY. The Borrower shall cuall property used or useful in the conductbiisiness or the business of
any Lithia Subsidiary to be maintained and kepjaond condition, repair and working order and swggplvith all necessary equipment and
shall cause to be made all necessary repairs, esew@placements, betterments and improvementsdahell as in the judgment of the
Borrower may be necessary so that the businessdam in connection therewith may be properly addantageously conducted at all times;
PROVIDED, HOWEVER, that nothing in this SECTION @& shall prevent the Borrower from discontinuihg toperation or maintenance
of any of such property if such discontinuancerighe judgment of the Borrower, desirable in thaduct of its business or the business of
any Lithia Subsidiary and not disadvantageous jnraaterial respect to the Lender.

() ENVIRONMENTAL COMPLIANCE. The Borrower and thithia Subsidiaries shall comply with all Environntal, Health or Safety
requirements of law, except where noncompliancédcoot be expected to subject the Borrower and.itiga Subsidiaries to liability
individually or in the aggregate in excess of $800, Neither the Borrower nor any of the Lithia Sidiaries shall be the subject of any
proceeding or investigation pertaining to (i) thelddse by the Borrower or any of the Lithia Sulasids of any Contaminant into the
environment or (ii) the liability of the Borrower any of the Lithia Subsidiaries arising from thel&ase by any other Person of any
Contaminant into the environment, which, in eitbase, subjects or is likely to subject the Borroamu the Lithia Subsidiaries individually
in the aggregate to liability in excess of the anmtaet forth above.

(k) USE OF PROCEEDS. The Borrower shall use thegeds of the Advances to fund the Dealership Guaisirused automotive inventory.
The proceeds of Advances hereunder may not betasadke any mandatory prepayment under SECTIONB2.2(he Borrower will not nor
will it permit any Subsidiary to, use any of th@peeds of the Loans to purchase or carry any M&tpok.

() ADDITION OF DEALERSHIP GUARANTORS. The Borroweshall cause each Lithia Dealership which has pottofore provided a
Dealership Guaranty to the Lender, to deliver sltbnder a Dealership Guaranty, in the form of Bitl@-1, a Dealership Security
Agreement in the form of Exhibit D-1, UCC-1 FinamgiStatements and an acknowledgment to be boutiteb@ontribution Agreement,
together with appropriate corporate resolutiongiops and other documentation in form and subgtaeasonably satisfactory to the Lender.
Each Lithia Dealership shall provide such Dealgrshiuaranty and Collateral Documents prior to ondiameously with its Acquisition.

(m) FUTURE LIENS ON REAL PROPERTY. The Borrower Bhand shall cause each of its Subsidiaries thatquired to guarantee the
Obligations and Lithia Financial Corporation anthia Real Estate, Inc., to deliver to Lender, imiatgly upon its acquisition or leasing of
any real property after the date hereof, copieangfmortgage, deed of trust, collateral assignraenther appropriate instrument evidencir
lien upon any such acquired property that wouldther than a Customary Permitted Lien if the reapprty were included in the Collateral
(in the case of any acquisition of real property)copies of a lease (in the case of a real prgpease) and the Borrower or the applicable
Subsidiary, as the case may be, shall use thdieffests provide the Lender with such opinionsidiord and mortgagee waivers as the
Lender shall have reasonably requested in conmegtith such acquisition or leasing of real propgntyy if the term of such lease (without
regard to any extension thereof at then currenketaent) is more than five years or (ii) such &has a material value by reason of a
purchase option, below-market rent or otherwise.
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(n) FRANCHISE AGREEMENTS. The Borrower shall usehest efforts to obtain waivers under existing faare franchise agreements on
terms and conditions acceptable to the Lenderceffi to permit the security interests and lienstemplated hereunder. To the extent any
franchise agreement materially limits the securitgrests and liens contemplated hereunder or uardefollateral Document, the Borrower
shall notify the Lender of such restriction or ltation and to the extent such franchise agreenadatiess to an Acquisition to be effected by
Borrower, prior to such Acquisition becoming a Pittead Acquisition, the Lender shall have provideswiritten approval of such franchise
agreement.

(o) MINORITY HOLDERS. Borrower shall cause any miityp holder holding an Equity Interest in a Subaigi pursuant to a Majority
Acquisition to pledge its Equity Interest to Lendieconnection with said Permitted Acquisition (pided, however, that Phillip Camp shall
not be required to pledge his 20% equity intemetithia VS, L.L.C.).

(p) USED VEHICLE LEDGER. Borrower and/or each Desglép Guarantor shall maintain a current ledgessefd vehicle inventory, noting
the make, mode, vehicle identification number aaldi& of each used vehicle.

5.3 NEGATIVE COVENANTS.

(a) INDEBTEDNESS. Neither the Borrower nor anytsf$ubsidiaries shall directly or indirectly createur, assume or otherwise becom
remain directly or indirectly liable with respectdny Indebtedness, except:

(i) the Obligations;

(i) Permitted Existing Indebtedness and PermiRefinancing Indebtedness;

(iii) Indebtedness in respect of obligations sedurg Customary Permitted Liens;

(iv) Indebtedness constituting Contingent Obligasiin respect of Indebtedness otherwise permiteeumder;

(v) Indebtedness arising from intercompany loaomfthe Borrower to any Dealership Guarantor or feorg Subsidiary to the Borrower or
any Dealership Guarantor; PROVIDED that in eacle cakh Indebtedness is subordinated upon terns$egatiry to the Lender to the
obligations of the Borrower and its Subsidiariethwespect to the Obligations;

(vi) Guaranties by the Borrower of Indebtednessnitéed to be incurred by any Subsidiary;

(vii) Indebtedness with respect to surety, appedl@erformance bonds obtained by the Borrower gradiits Subsidiaries in the ordinary
course of business;

(viii) Indebtedness arising under the Borrower Gindy or any Dealership Guaranty;

(i) Indebtedness (evidenced by a promissory notetes) constituting that portion of the deferpenichase price payable by the Borrower in
connection with a Permitted Acquisition, and Ina@elrtess (evidenced by a promissory note or noted)areholders, members or partners
Subsidiary or a predecessor of such a subsidiayyieed in a Permitted Acquisition that are credigainst the purchase price (the "Seller's
Notes");

(x) Other Floor Plan Indebtedness;
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(xi) Indebtedness incurred in connection with Calfiixpenditures; and renewals and refinancingsetifer

(xii) Guaranties by Borrower of operating leaseSuobsidiaries, including but not limited to leaséseal property;
(xiii) Guaranties by Borrower of Indebtedness imedrby Lithia Financial Corporation and Lithia R&sitate, Inc.;
(xiv) Indebtedness of a dealership Subsidiary aegluin a Permitted Acquisition, including but notited to:

(a) recourse liability to purchasers of automobhattel paper and retail leases; and

(b) Indebtedness to lenders providing wholesalsddmancing.

(xv) Indebtedness not in excess of $250,000 in ection with the liens set forth in Section 5.3(G)(v

(b) SALES OF ASSETS. Neither the Borrower nor ahigoSubsidiaries shall sell, assign, transfeastg convey or otherwise dispose of any
property (including the Capital Stock of any Sulesig), whether now owned or hereafter acquiredyrorincome or profits therefrom, or
enter into any agreement to do so, except:

(i) sales of inventory in the ordinary course ofimess (and sales of automotive chattel papereaw$ generated thereby);

(i) the disposition in the ordinary course of mess of equipment that is obsolete, excess ormgelauseful in the Borrower's or its
Subsidiaries' business;

(iii) transfers by a Dealership Guarantor to LitRiaancial Corporation of equipment, fixtures amdhicles to be leased by Lithia Financial
Corporation to a Dealership Guarantor;

(iv) transfers by a Dealership Guarantor to LitRizal Estate, Inc. of real property to be leasetithya Real Estate, Inc. to a Dealership
Guarantor; and

(v) sales, assignments, transfers, leases, conveyam other dispositions of other assets (incydades of Capital Stock of a Subsidiary) if
such transaction (a) is for all cash consideraifopis for not less than Fair Value,

(c) when combined with all such other transacti@ssch such transaction being valued at book vdiuduring the immediately preceding
twelve-month period, represents the dispositionaifgreater than $250,000, and (ii) during thequkfiom the date hereof to the date of such
proposed transaction, represents the dispositiowbgreater than $500,000 and (d) if a, a saltheyBorrower of Capital Stock in any
Subsidiary, except as provided in subclause (cyahihe Borrower shall continue to own, of recond &eneficially, with sole voting and
dispositive power, 100% (unless required by thes&liéry's franchise agreement to be less, in waignt at least 80%) of the outstanding
shares of Capital Stock of any such Subsidiary.

(c) LIENS. Neither the Borrower nor any of its Sigleries shall directly or indirectly create, incassume or permit to exist any Lien on or
with respect to any of their respective propertassets, except:

(i) Permitted Existing Liens;
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(il) Customary Permitted Liens;
(iii) Liens securing the Obligations;

(iv) Liens securing the Indebtedness described in
Section (a)(ix), provided the amount of such lishall not at any time exceed $10,000,000;

(v) liens, for the purpose of securing Indebtedmescribed in Section 5.3 (a)(xiv) above, in chatéper, vehicle leases to retail customers,
the vehicles sold or leased thereunder, returmepmrssessions of such vehicles, and proceeds lfcaliateral;

(vi) liens of General Motors Acceptance Corporaff@@MAC") in present and future contracts held bM&C (in the case of a Lithia
Dealership that sells chattel paper to GMAC);

(vii) liens of wholesalers or refiners of oil ohetr petroleum products in equipment supplied ta@eer or a Subsidiary in connection with
contracts to supply such products;

(viii) liens securing the Other Floor Plan Indebtess; and

(ix) Liens (other than on the stock of any Subsid&) securing other obligations not exceeding $230in the aggregate at any time
outstanding.

In addition, neither the Borrower nor any of itsSidliaries shall become a party to any agreemei, mdenture or other instrument (other
than any franchise agreement with Ford Motor Corgipaor take any other action, which would prohtbié creation of a lien on any of its
properties or other assets in favor of the Lendarddlateral for the Obligations; PROVIDED that eagreement, note, indenture or other
instrument in connection with liens permitted puanstito CLAUSE (l) above may prohibit the creatidradien in favor of the Lender on the
items of property subject to such lien.

(d) INVESTMENTS. Except to the extent permittedguant to PARAGRAPH (G) below, neither the Borrower any of its Subsidiaries
shall directly or indirectly make or own any Inuesint except:

() Investments in Cash Equivalents;
(il) Permitted Existing Investments in an amount gieater than the amount thereof on the date fiereo

(iii) Investments in trade receivables or receiiredonnection with the bankruptcy or reorganizatdsuppliers and customers and in
settlement of delinquent obligations of, and otltisputes with, customers and suppliers arisingpénardinary course of business;

(iv) Investments consisting of intercompany loamsrf any Subsidiary to the Borrower or any othersgdibry permitted by SECTION 5.3(A)
V)

(v) Investments in any Dealership Guarantor;
(vi) Investments constituting Permitted Acquisispand

(vii) Investments in addition to those referredetsewhere in this SECTION 5.3(D) in an amount nattceed $500,000 in the aggregate at
any time outstanding;
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PROVIDED, HOWEVER, that the Investments describte@LAUSE (VII) above shall not be permitted if edthan Event of Default or
Unmatured Default shall have occurred and be coimgnon the date thereof or would result therefrom.

(e) RESTRICTED PAYMENTS. Neither the Borrower nowyaf its Subsidiaries shall declare or make angtiRged Payment, except:

(i) where the consideration therefor consists gadéEquity Interests (but excluding Disqualifietb&k) of the Borrower or its Subsidiaries
provided no Change of Control would occur as altélsareof; and

(i) in connection with the payment of dividends &ubsidiary to the Borrower.

() CONDUCT OF BUSINESS; SUBSIDIARIES. (i) Neith#re Borrower nor any of its Subsidiaries shall ejggi any business other than
the businesses engaged in by the Borrower andiisidaries, collectively, on the date hereof ang lausiness or activities which are
substantially similar, related or incidental theret

(i) The Borrower may create, acquire and/or cdigitgeany Subsidiary (a "NEW SUBSIDIARY") after tate hereof pursuant to any
transaction that is permitted by or not otherwisghfbited by this Agreement; PROVIDED that upon theation or acquisition of each New
Subsidiary, the requirements set forth in SECTIOXNH hereof shall have been satisfied and all Nusidiaries that are Material
Subsidiaries shall be Controlled Subsidiaries.

(iii) The Borrower shall not make any Acquisitiomgher than Acquisitions meeting the requiremeatdath in Section 5.3(f)(iii) of the
Credit Agreement between Borrower and Lender daseaf even date herewith, pursuant to which Leednded an acquisition line of
credit to Borrower (each such Acquisition constitgta "PERMITTED ACQUISITION").

(g) TRANSACTIONS WITH SHAREHOLDERS AND. Neither th&gorrower nor any of its Subsidiaries shall dirgait indirectly enter into
or permit to exist any transaction (including, witit limitation, the purchase, sale, lease or exgbai any property or the rendering of any
service) with any holder or holders of any of thiuly Interests of the Borrower, or with any Affite of the Borrower which is not a
Dealership Guarantor, on terms that are less fél®ta the Borrower or any of its Subsidiariesapplicable, than those that might be
obtained in an arm's length transaction at the fiora Persons who are not such a holder or Afgliat

(h) RESTRICTION ON FUNDAMENTAL CHANGE. Neither tHBorrower nor any of its Subsidiaries shall entéo iany merger or
consolidation, or liquidate, windp or dissolve (or suffer any liquidation or diggain), or convey, lease, sell, transfer or otheendispose o

in one transaction or series of transactions,radlubstantially all of the Borrower's or any suctbSidiary's business or property, whether now
or hereafter acquired, except (i) transactions pitechunder SECTIONS 5.3(B) or 5.3(G) (ii) the mergf a Subsidiary of the Borrower into
or with a Person acquired or being acquired in eatian with a Permitted Acquisition; (iii) the mergof a wholly-owned Subsidiary of the
Borrower with and into the Borrower; and (iv) themer of a Subsidiary of the Borrower with anotSabsidiary of the Borrower;
PROVIDED, HOWEVER, (i) with respect to any suchméted mergers involving any Dealership Guarartog, surviving corporation in the
merger shall also be or become a Dealership Guarantd (ii) after the consummation of any suchgeetion, the Borrower shall be in
compliance with the provisions of SECTIONS 5.2(lKp&b.3(E).

(i) SALES AND LEASEBACKS. Neither the Borrower nany of the Lithia Subsidiaries shall become lialiegctly, by assumption or by
Contingent Obligation, with respect to any leaseetlier an operating lease or a Capitalized Ledseyoproperty (whether real or personal
or mixed) (i) which it or one of the Lithia Subsadies sold or transferred or is to sell or transbeginy other Person,
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or (ii) which it or one of the Lithia Subsidiariegends to use for substantially the same purpasesy other property which has been or is to
be sold or transferred by it or one of the LithigbSidiaries to any other Person in connection wsitth lease, other than a (A) Dealership
Guarantor's sale to, and lease of Equipment frathid_Financial Corporation and (B) a Dealershipa@untor's sale to, and lease of real estate
from, Lithia Real Estate, Inc.

() MARGIN REGULATIONS. Neither the Borrower nor pof its Subsidiaries, shall use all or any portidrihe proceeds of any credit
extended under this Agreement to purchase or ddargin Stock.

(k) ERISA. The Borrower shall not

(i) engage, or permit any of its Subsidiaries tgage, in any prohibited transaction described ittiGes 406 of ERISA or 4975 of the Code
for which a statutory or class exemption is notilatée or a private exemption has not been preWwooistained from the DOL;

(i) permit to exist any accumulated funding dedinty (as defined in Sections 302 of ERISA and 41BeCode), with respect to any Benefit
Plan, whether or not waived,

(iii) fail, or permit any Controlled Group memberfail, to pay timely required contributions or amahinstallments due with respect to any
waived funding deficiency to any Benefit Plan;

(iv) terminate, or permit any Controlled Group memnto terminate, any Benefit Plan which would resubny liability of the Borrower or
any Controlled Group member under Title IV of ERISA

(v) fail to make any contribution or payment to aviyltiemployer Plan which the Borrower or any Catied Group member may be requil
to make under any agreement relating to such Mufileyer Plan, or any law pertaining thereto;

(vi) fail, or permit any Controlled Group memberf&l, to pay any required installment or any othayment required under Section 412 of
the Code on or before the due date for such ins¢at or other payment; or

(vii) amend, or permit any Controlled Group memtzeamend, a Plan resulting in an increase in ctiigoility for the plan year such that t
Borrower or any Controlled Group member is requiedrovide security to such Plan under Section@@29) of the Code,

except where such transactions, events, circumssainc failures will not have or is not likely tolgect the Borrower and its Subsidiaries to
liability individually or in the aggregate in exaesf $250,000.

() ISSUANCE OF EQUITY INTERESTS. The Borrower shabt issue any Equity Interests if as a resukuath issuance a Change of
Control shall occur. None of the Borrower's Sulagigis shall issue any Equity Interests other tbathe Borrower except as permitted in
connection with a Majority Acquisition or as recqdrto comply with the terms of the relevant frasehagreement with a particular
automotive manufacturer.

(m) CORPORATE DOCUMENTS; FRANCHISE AGREEMENTS. Nuwit the Borrower nor any of its Subsidiaries shalkend, modify or
otherwise change any of the terms or provisioraniy of their respective constituent documents a&sfect on the date hereof in any manner
adverse in any respect to the interests of the éewithout the prior written consent of the Lendine Borrower
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shall not permit any Lithia Dealership to amenddifioor otherwise change any of the terms or priowis of such Lithia Dealership's
franchise agreement in any manner adverse in @apgceto the interests of the Lender without therpuritten consent of the Lender.

(n) FISCAL YEAR. Neither the Borrower nor any of itonsolidated Subsidiaries shall change its figeat for accounting or tax purposes
from a period consisting of the 12-month periodiegabn December 31 of each calendar year.

(o) SUBSIDIARY COVENANTS. The Borrower will not, drwill not permit any Lithia Subsidiary to, createotherwise cause to become
effective any consensual encumbrance or restricti@ny kind on the ability of any Lithia Subsidjao (i) pay dividends or make any other
distribution on its stock,

(i) make any other Restricted Payment, (iii) pay éndebtedness or other Obligation owed to the®weer or any other Lithia Subsidiary,
(iv) make loans or advances or other InvestmentisérBorrower or any other Lithia Subsidiary, oy gell, transfer or otherwise convey any
of its property to the Borrower or any other Litl8absidiary, except as may be required to complly ey applicable financial covenants
under the terms of the franchise or dealer agreethahBorrower or each of its Dealership Subsid&has with vehicle manufactuerers.

(p) HEDGING OBLIGATIONS. The Borrower shall not astall not permit any of its Subsidiaries to entéo any interest rate, commodity
or foreign currency exchange, swap, collar, cagiroilar agreements evidencing Hedging Obligatiatiser than interest rate, foreign
currency or commodity exchange, swap, collar, gagiroilar agreements entered into by the Borrowex Subsidiary pursuant to which the
Borrower or such Subsidiary has hedged its actuetést rate, foreign currency or commodity expesur

(r) NEGATIVE PLEDGE. With respect to any DealegsiBuarantor operating under a franchise agreemigémfoyota Motor Sales in USA,
Inc, American Honda Motor Corporation, or NissatJiBA, Inc., Borrower hereby agrees that it shatipledge or otherwise transfer its
Capital Stock in such Dealership to any Person.

5.4 FINANCIAL COVENANTS. The Borrower shall complyith the following:

() TOTAL DEBT TO TANGIBLE BASE CAPITAL. The Borroer shall not at any time permit the ratio ("TBC RAT) of Total Debt of
the Lithia Group on a consolidated basis to Tamgi#dse Capital of the Lithia Group on a consoliddtasis to be greater than 30:1.

(b) TOTAL ADJUSTED DEBT TO TANGIBLE BASE CAPITAL. fie Borrower shall not at any time permit the r@t®DJUSTED TBC
RATIO") of Total Adjusted Debt of the Lithia Groum a consolidated basis to Tangible Base Capitdieof.ithia Group on a consolidated
basis to be greater than 15:1.

(c) CURRENT RATIO. The Borrower shall not at anypé permit the ratio (the "CURRENT RATIO") of Curtekssets of the Lithia Group
on a consolidated basis to Current Liabilitiesha Lithia Group on a consolidated basis to betless 1.2:1.

(d) FIXED CHARGE COVERAGE RATIO. The Borrower shaflaintain a ratio ("FIXED CHARGE COVERAGE RATIO"f ¢i) EBITDAR
LESS Capital Expenditures for tangible and intalgggersonal property paid in cash, to (ii) (a) tatt Expense PLUS (b) scheduled
amortization of the principal portion of all Indebihess for money borrowed (except for Seller's @& US (c) Rentals PLUS (d) taxes paid
in cash during such period of the Borrower anddissolidated Subsidiaries of at least 1.2:1 fohdecal quarter ending from and after the
Effective Date. In each case the Fixed Charge GmeeRatio shall be determined as of the last daaoh fiscal quarter for the four-quarter
period ending on such day.

(e) NET CASH. Borrower shall maintain positive NGash.
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All financial covenants set forth in this SECTIONtShall be calculated by the Lender based ondleilations set forth in and the financial
statements attached to Officer's Certificates @edist hereunder and shall be binding on the Borrdavaall purposes of this Agreement abs
manifest error.

6. EVENT OF DEFAULTS
6.1 EVENT OF DEFAULTS. Each of the following ocoemnces shall constitute an Event of Default undierAlgreement:

(a) FAILURE TO MAKE PAYMENTS WHEN DUE. The Borroweshall (i) fail to pay when due any of the Obligais consisting of
principal with respect to the Advances or (i) $Hfiail to pay within ten (10) days of the date widire any of the other Obligations under this
Agreement or the other Loan Documents.

(b) BREACH OF CERTAIN COVENANTS. The Borrower shédil duly and punctually to perform or observe agyeement, covenant or
obligation binding on the Borrower under SECTION3(B), 5.2(K), 5.3 or 5.4.

(c) BREACH OF REPRESENTATION OR WARRANTY. Any regentation or warranty made or deemed made by th@Ber to the
Lender herein or by the Borrower or any of its Sdilsies in any of the other Loan Documents orng @aritten certificate of any Authorized
Officer at any time given by any such Person purst@any of the Loan Documents shall be false istaading in any respect on the date as
of which made (or deemed made).

(d) OTHER DEFAULTS. The Borrower shall default hretperformance of or compliance with any term cioetin this Agreement (other
than as covered by PARAGRAPHS (A), (B) or (C) a6tBECTION 6.1), or the Borrower or any of its Sdiaies shall default in the
performance of or compliance with any term contdimeany of the other Loan Documents, and suchulteshall continue for thirty (30) da
after the occurrence thereof.

(e) DEFAULT AS TO OTHER INDEBTEDNESS. The Borrowarany of the LithiaSubsidiaries shall fail to makey payment when due
(whether by scheduled maturity, required prepaypasteleration, demand or otherwise) with respeanty Indebtedness (other than
Indebtedness constituting the deferred portiomefurchase price of an asset which is subjecgtwod faith dispute, which, together with all
such other outstanding disputed Indebtednesstimmxcess of $500,000 and which is being contelsyethe Borrower, and provided that
Borrower has set aside adequate reserves coverigdisputed Indebtedness) the outstanding prihaipaunt of which Indebtedness is in
excess of $100,000; or any breach, default or evedéfault shall occur, or any other conditionlsbaist under any instrument, agreement or
indenture pertaining to any such Indebtedneshgikffect thereof is to cause an acceleration, atang redemption, a requirement that the
Borrower offer to purchase such Indebtedness @ratquired repurchase of such Indebtedness, oripgre holder(s) of such Indebtedness
to accelerate the maturity of any such Indebtedoessquire a redemption or other repurchase di sndebtedness; or any such Indebtedness
shall be otherwise declared to be due and paybakladceleration or otherwise) or required to beaie, redeemed or otherwise repurchased
by the Borrower or any of the Lithia Subsidiariether than by a regularly scheduled required pneyayg) prior to the stated maturity there

() INVOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVERETC.
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(i) An involuntary case shall be commenced agdmsBorrower or any of the Borrower's Subsidiagrd the petition shall not be dismissed,
stayed, bonded or discharged within sixty (60) d#yer commencement of the case; or a court hguiiggdiction in the premises shall ente
decree or order for relief in respect of the Boreowr any of the Borrower's Subsidiaries in an lamtary case, under any applicable
bankruptcy, insolvency or other similar law nowhareinafter in effect; or any other similar relsfall be granted under any applicable
federal, state, local or foreign law.

(i) A decree or order of a court having jurisdictiin the premises for the appointment of a receliguidator, sequestrator, trustee, custodian
or other officer having similar powers over the Baver or any of the Borrower's Subsidiaries or adeor a substantial part of the property
of the Borrower or any of the Borrower's Subsidiarshall be entered; or an interim receiver, taugteother custodian of the Borrower or any
of the Borrower's Subsidiaries or of all or a sahstl part of the property of the Borrower or afythe Borrower's Subsidiaries shall be
appointed or a warrant of attachment, executiosirailar process against any substantial part opteperty of the Borrower or any of the
Borrower's Subsidiaries shall be issued and anly suent shall not be stayed, dismissed, bondedoharged within sixty (60) days after
entry, appointment or issuance.

(g) VOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVERETC. The Borrower or any of the Borrower's Subsidashall (i)
commence a voluntary case under any applicablerbptdy, insolvency or other similar law now or tedter in effect, (ii) consent to the er

of an order for relief in an involuntary case, @tlie conversion of an involuntary case to a valgntase, under any such law, (iii) consent to
the appointment of or taking possession by a recetwustee or other similar custodian for the Kieoné creditors for all or a substantial par

its property, (iv) make any assignment for the ienécreditors or (v) take any corporate actiorauthorize any of the foregoing.

(h) JUDGMENTS AND ATTACHMENTS. Any money judgment(@ther than a money judgment covered by insurasde which the
insurance company has not disclaimed coverageitonals reserved the right to disclaim coveragehdetter reserving the right to disclaim
coverage is outstanding twelve months after suchapqudgment was rendered), writ or warrant ofcttaent, or similar process against the
Borrower or any of its Subsidiaries or any of thregpective assets involving in any single cadae tre aggregate an amount in excess of
$250,000 is or are entered and shall remain undigeld, unvacated, unbonded or unstayed for a pefistty (60) days or in any event later
than fifteen (15) days prior to the date of anypmsed sale thereunder.
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(i) DISSOLUTION. Any order, judgment or decree $ied entered against the Borrower or any of itssRliéries decreeing its involuntary
dissolution or split up and such order shall remaidischarged and unstayed for a period in exdesigty (60) days; or the Borrower or any
of its Subsidiaries shall otherwise dissolve orsec® exist except as specifically permitted bg thgreement.

(j) LOAN DOCUMENTS; FAILURE OF SECURITY. At any tie for any reason,

(i) any Loan Document as a whole that affects thilitya of the Lender to enforce the Obligationsamforce its rights against the Collateral
ceases to be in full force and effect or the Boeoar any of the Borrower's Subsidiaries partyeteseeks to repudiate its obligations
thereunder and the liens intended to be createdlifi@re, or the Borrower or any such Subsidiagkséo render such liens, invalid or
unperfected, or (ii) any lien on Collateral in favad the Lender contemplated by the Loan Documshédl, at any time, for any reason, be
invalidated or otherwise cease to be in full fasoel effect or such lien shall not have the priocitptemplated by this Agreement or the Loan
Documents and such failure shall continue for tl{8alays after the occurrence thereof.

(k) TERMINATION EVENT. Any Termination Event occuwhich is reasonably likely to subject the Borrowemany of its Subsidiaries to
liability individually or in the aggregate in exaesf $250,000, and such Termination Event shaltiooa for three (3) days after the
occurrence thereof, PROVIDED HOWEVER, if such Taration Event is a Reportable Event, then priouhsTermination Event causing
an Event of Default under this SECTION 6.1(K), sdielhmination Event shall continue for ten (10) dafter the occurrence thereof.

() WAIVER OF MINIMUM FUNDING STANDARD. If the planadministrator of any Plan applies under Sectic&(d){lof the Code for a
waiver of the minimum funding standards of Sec#dd2(a) of the Code and the Lender believes thetantial business hardship upon which
the application for the waiver is based could reabty be expected to subject either the Borrowemgr Controlled Group member to liabil
individually or in the aggregate in excess of $280,

(m) CHANGE OF CONTROL. A Change of Control shaltac

(n) HEDGING AGREEMENTS. Nonpayment by the Borrowerany Subsidiary of any obligation under any cacitwith respect to Hedging
Obligations entered into by the Borrower or suchstdiary with the Lender (or Affiliate thereof) tire breach by the Borrower or Subsidiary
of any other term, provision or condition contaime@ny agreement and such nonpayment or breadircehéinue for ten (10) days after the
occurrence thereof.

(0) GUARANTOR DEFAULT OR REVOCATION. Any Lithia Guanty shall fail to remain in full force or effeat any action shall be taken
by the Borrower or any Dealership Guarantor toalisitue or to assert the invalidity or unenforcégbof any Lithia Guaranty or the
Borrower or any Dealership Guarantor shall faitéonply with any of the terms or provisions of arithia Guaranty to which it is a party, or
the Borrower or any Dealership Guarantor deniesitlias any further liability under any Lithia Gaaty to which it is a party, or gives not
to such effect.
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(p) ENVIRONMENTAL MATTERS. The Borrower or any dfi¢ Lithia Subsidiaries shall be the subject of proceeding or investigation
pertaining to (i) the Release by the Borrower or ahthe Lithia Subsidiaries of any Contaminanbitiie environment, (i) the liability of the
Borrower or any of the Lithia Subsidiaries arisfrgm the Release by any other person of any Comt@mtiinto the environment, or (iii) any
violation of any Environmental, Health or SafetygR#ements of Law by the Borrower or any of thehlatSubsidiaries, which, in any case,
has subjected or is reasonably likely to subjeetBbrrower or any of the Lithia Subsidiaries tdlidy individually or in the aggregate in
excess of $500,000.

An Event of Default shall be deemed "continuingtilicured or until waived in writing in accordanegth SECTION 7.3.
7. ACCELERATION, WAIVERS, AMENDMENTS AND REMEDIES

7.1 TERMINATION OF COMMITMENTS; ACCELERATION. If ap Event of Default described in SECTION 6.1(F) dt(&) occurs with
respect to the Borrower, the obligation of the Lemih make Advances hereunder shall automatiocatiyinate and the Obligations shall
immediately become due and payable without anytieleor action on the part of the Lender. If anlgeatEvent of Default occurs, the Lender
may terminate or suspend its obligations to makeafddes hereunder, or declare the Obligations tulkeand payable, or both, whereupon,
after written notice to the Borrower, the Obligascsshall become immediately due and payable, withmsentment, demand, protest or other
notice of any kind, all of which the Borrower exgsty waives.

7.2 AMENDMENTS. No amendment, waiver or modificatiof any provision of this Agreement shall be effex unless signed by each of
the parties hereto and then only to the extentigh svriting specifically set forth.

7.3 PRESERVATION OF RIGHTS. No delay or omissiorited Lender to exercise any right under the Loaoubeents shall impair such
right or be construed to be a waiver of any Evémdefault or an acquiescence therein, and the ngafran Advance notwithstanding the
existence of an Event of Default or the inabilifyttee Borrower to satisfy the conditions precederguch Advance shall not constitute any
waiver or acquiescence. Any single or partial eiserof any such right shall not preclude otheruthier exercise thereof or the exercise of
any other right, and no waiver, amendment or otheation of the terms, conditions or provisiondflté Loan Documents whatsoever shal
valid unless in writing signed by the Lender, anelnt only to the extent in such writing specificadt forth. All remedies contained in the
Loan Documents or by law afforded shall be cumwéaéind all shall be available to the Lender uhgl ©bligations have been paid in full.

8. GENERAL PROVISIONS

8.1 SURVIVAL OF REPRESENTATIONS. All representatioand warranties of the Borrower contained in Agseement shall survive
delivery of the Note and the making of the Advanteein contemplated.

8.2 GOVERNMENTAL REGULATION. Anything contained ihis Agreement to the contrary notwithstanding,lteader shall not be
obligated to extend credit to the Borrower in vi@a of any limitation or prohibition provided by applicable statute or regulation.

8.3 PERFORMANCE OF OBLIGATIONS. The Borrower agréest the Lender may, but shall have no obligatio(i) at any time, pay or
discharge taxes, liens, security interests or aheumbrances levied or placed on or threatenddstigany Collateral, unless such claims are
being contested in
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good faith by the Borrower and the Borrower hasaséle adequate reserves covering such tax, Benrigy interest or other encumbrance
no Event of Default has occurred and is outstandimg(ii) after the occurrence and during the cargince of an Event of Default to make
payment or perform any act required of the Borrouwredter any Loan Document or take any other actibiclwthe Lender in its discretion
deems necessary or desirable to protect or preieev€ollateral, including, without limitation, amgtion to (y) effect any repairs or obtain
any insurance called for by the terms of any ofltban Documents and to pay all or any part of tlegrpums therefor and the costs thereof
and (z) pay any rents payable by the Borrower whighmore than 30 days past due, or as to whiclattibord has given notice of
termination, under any lease. The Lender shalitasfforts to give the Borrower notice of any aattaken under this SECTION 8.3 prior to
the taking of such action or promptly thereaftenided the failure to give such notice shall ndéetf the Borrower's obligations in respect
thereof. The Borrower agrees to pay the Lendernw@mand, the principal amount of all funds advdrimethe Lender under this SECTION
8.3, together with interest thereon at the ratmftione to time applicable to from the date of sadiance until the outstanding principal
balance thereof is paid in full. All outstandingnmipal of, and interest on, advances made undeiSECTION 8.3 shall constitute
Obligations for purposes hereof.

8.4 HEADINGS. Section headings in the Loan Documeané for convenience of reference only, and stmljovern the interpretation of any
of the provisions of the Loan Documents.

8.5 ENTIRE AGREEMENT. The Loan Documents embodyehtre agreement and understanding among the Berrand the Lender and
the Loan Documents delivered on the Effective Bajgersede all prior agreements and understandingsgthe Borrower and the Lender
relating to the subject matter thereof.

8.6 EXPENSES; INDEMNIFICATION.

(a) EXPENSES. The Borrower shall reimburse the keeffior any reasonable costs, internal charges atidfgpocket expenses (including
reasonable attorneys' and paralegals' fees ancttiarges of attorneys and paralegals for the Lenddch attorneys and paralegals may be
employees of the Lender) paid or incurred by thedeg in connection with the preparation, negotigtexecution, delivery, review,
amendment, modification, and administration ofltban Documents. The Borrower also agrees to reisgbtire Lender for any costs, inter
charges and out-of-pocket expenses (includingragie® and paralegals' fees and time charges ohajte and paralegals for the Lender,
which attorneys and paralegals may be employetigedfender) paid or incurred by the Lender in catioa with the collection of the
Obligations and enforcement of the Loan Documdntaddition to expenses set forth above, the Boeraxgrees to reimburse the Lender,
promptly after the Lender's request therefor, fmheaudit or other business analysis performed ibyconnection with this Agreement or the
other Loan Documents at a time when an Event o&lle&xists in an amount equal to the Lender's teasonable and customary charges for
each person employed to perform such audit or aiglylus all costs and expenses (including witlimitation, travel expenses) incurred by
the Lender in the performance of such audit oryaisl Lender shall provide the Borrower with a dethstatement of all reimbursements
requested under this SECTION 8.6(A).

(b) INDEMNITY. The Borrower further agrees to dedgemprotect, indemnify, and hold harmless the Leraaet each of its Affiliates, and each
of the Lender's, or Affiliate's respective officedirectors, employees, attorneys and agents @divgd without limitation, those retained in
connection with the satisfaction or attempted &atigon of any of the conditions set forth in ARTIE III) (collectively, the

"INDEMNITEES") from and against any and all liakiis, obligations, losses, damages, penaltiegrestjudgments, suits, claims, costs,
expenses of any kind or nature whatsoever (inctydirithout limitation, the fees and disbursemeriitsaunsel for such Indemnitees in
connection with any investigative, administrativgulicial proceeding, whether or not such
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Indemnitees shall be designated a party theretgosed on, incurred by, or asserted against sutgninitees in any manner relating to or
arising out of:

(i) this Agreement, the other Loan Documents or @inye Transaction Documents, or any act, evelramsaction related or attendant the
the making of the Advances, hereunder, the manageofisuch Advances, the use or intended use gbitheseds of the Advances hereun
or any of the other transactions contemplated byTttansaction Documents; or

(i) any liabilities, obligations, responsibiliticksses, damages, personal injury, death, purdtiveages, economic damages, consequential
damages, treble damages, intentional, willful ontea injury, damage or threat to the environmeatural resources or public health or
welfare, costs and expenses (including, withouttéition, attorney, expert and consulting fees amgtxof investigation, feasibility or
remedial action studies), fines, penalties and n@opesanctions, interest, direct or indirect, knawrunknown, absolute or contingent, past,
present or future relating to violation of any Enavimental, Health or Safety requirements of lawiag from or in connection with the past,
present or future operations of the Borrower, itbsdiaries or any of their respective predecessargerest, or, the past, present or future
environmental, health or safety condition of anspective property of the Borrower or its Subsidigsithe presence of asbestos-containing
materials at any respective property of the Bormavats Subsidiaries or the Release or threatétadase of any Contaminant into the
environment (collectively, the "INDEMNIFIED MATTER$

PROVIDED, HOWEVER, the Borrower shall have no obtign to an Indemnitee hereunder with respectdertmified Matters caused by or
resulting from the willful misconduct or gross nigghce of such Indemnitee as determined by thé fioa-appealed judgment of a court of
competent jurisdiction. If the undertaking to indgfy, pay and hold harmless set forth in the préggdentence may be unenforceable
because it is violative of any law or public politiye Borrower shall contribute the maximum portwamich it is permitted to pay and satisfy
under applicable law, to the payment and satisfaaf all Indemnified Matters incurred by the Indataes.
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(c) Notwithstanding anything else in this Agreemienthe contrary, no party shall have any obligatm reimburse any person for attorneys'
fees and expenses unless such fees and expeng@seasonable in amount, (ii) determined withmeference to any statutory presumption
and (iii) calculated using the actual time expended the standard hourly rate for the attorneyspamdlegals performing the tasks in ques
and the actual out-of-pocket expenses incurred.

(d) WAIVER OF CERTAIN CLAIMS; SETTLEMENT OF CLAIMSThe Borrower further agrees to assert no claininsgany of the
Indemnitees on any theory of liability for consenig, special, indirect, exemplary or punitive dagas. No settlement shall be entered into
by the Borrower or any if its Subsidiaries withpest to any claim, litigation, arbitration or oth@oceeding relating to or arising out of the
transactions evidenced by this Agreement or therdtban Documents (whether or not the Lender orladgmnitee is a party thereto) unless
such settlement releases all Indemnitees from adyad liability with respect thereto.

(e) SURVIVAL OF AGREEMENTS. The obligations and agments of the Borrower under this SECTION 8.6Ishal/ive the termination
of this Agreement.

8.7 ACCOUNTING. Except as provided to the contragyein, all accounting terms used herein shalhb&preted and all accounting
determinations hereunder shall be made in accoedaith Agreement Accounting Principles.

8.8 SEVERABILITY OF PROVISIONS. Any provision in wii.oan Document that is held to be inoperative nfiokeeable, or invalid in any
jurisdiction shall, as to that jurisdiction, be perative, unenforceable, or invalid without affagtihe remaining provisions in that jurisdicti
or the operation, enforceability, or validity ofttprovision in any other jurisdiction, and to thisd the provisions of all Loan Documents are
declared to be severable.

8.9 NONLIABILITY OF LENDER. The relationship betweeahe Borrower and the Lender shall be solely ¢tfidtorrower and lender. The
Lender shall have no fiduciary responsibilitieshte Borrower and the Lender does not take any resipidity to the Borrower to review or
inform the Borrower of any matter in connectiontiwéiny phase of the Borrower's business or opesation

8.10 GOVERNING LAW. ANY DISPUTE BETWEEN THE BORROWREAND THE LENDER, OR ANY INDEMNITEE ARISING OUT
OF, CONNECTED WITH, RELATED TO, OR INCIDENTAL TO THRELATIONSHIP ESTABLISHED BETWEEN THEM IN
CONNECTION WITH, THIS AGREEMENT OR ANY OF THE OTHEROAN DOCUMENTS, AND WHETHER ARISING IN
CONTRACT, TORT, EQUITY, OR OTHERWISE, SHALL BE RESUED IN ACCORDANCE WITH THE INTERNAL LAWS
(WITHOUT REGARD TO THE CONFLICTS OF LAWS PROVISION®F THE STATE OF OREGON.
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8.11 CONSENT TO JURISDICTION; SERVICE OF PROCES$RY TRIAL

(a) EXCLUSIVE JURISDICTION. EXCEPT AS PROVIDED INUBSECTION (B), EACH OF THE PARTIES HERETO AGREES AH
ALL DISPUTES AMONG THEM ARISING OUT OF, CONNECTED WH, RELATED TO, OR INCIDENTAL TO THE RELATIONSHII
ESTABLISHED AMONG THEM IN CONNECTION WITH, THIS AGEEMENT OR ANY OF THE OTHER LOAN DOCUMENTS
WHETHER ARISING IN CONTRACT, TORT, EQUITY, OR OTHBRISE, SHALL BE RESOLVED EXCLUSIVELY BY STATE OR
FEDERAL COURTS LOCATED IN OREGON, BUT THE PARTIESHRETO ACKNOWLEDGE THAT ANY APPEALS FROM THOSE
COURTS MAY HAVE TO BE HEARD BY A COURT LOCATED OUTIBE OF OREGON. (b) OTHER JURISDICTIONS. THE
BORROWER AGREES THAT THE LENDER OR ANY INDEMNITEEFALL HAVE THE RIGHT TO PROCEED AGAINST THE
BORROWER OR ITS PROPERTY IN A COURT IN ANY LOCATIONO ENABLE SUCH PERSON TO (1) OBTAIN PERSONAL
JURISDICTION OVER THE BORROWER OR (2) REALIZE ON BHCOLLATERAL OR ANY OTHER SECURITY FOR THE
OBLIGATIONS OR ENFORCE A JUDGMENT OR OTHER COURT OER ENTERED IN FAVOR OF SUCH PERSON. THE
BORROWER WAIVES ANY OBJECTION THAT IT MAY HAVE TO HE LOCATION OF THE COURT IN WHICH SUCH PERSON
HAS COMMENCED A PROCEEDING DESCRIBED IN THIS SUBSEION (B).

(c) SERVICE OF PROCESS. THE BORROWER WAIVES PERSQNERVICE OF ANY PROCESS UPON IT AND IRREVOCABLY
CONSENTS TO THE SERVICE OF PROCESS OF ANY WRITSCRFESS OR SUMMONSES IN ANY SUIT, ACTION OR
PROCEEDING BY THE MAILING THEREOF BY THE LENDER BREGISTERED OR CERTIFIED MAIL, POSTAGE PREPAID, TO
THE BORROWER ADDRESSED AS PROVIDED HEREIN. NOTHINGEREIN SHALL IN ANY WAY BE DEEMED TO LIMIT THE
ABILITY OF THE LENDER TO SERVE ANY SUCH WRITS, PRGESS OR SUMMONSES IN ANY OTHER MANNER PERMITTED
BY APPLICABLE LAW THE BORROWER IRREVOCABLY WAIVES AY OBJECTION (INCLUDING, WITHOUT LIMITATION,
ANY OBJECTION OF THE LAYING OF VENUE OR BASED ON THGROUNDS OF FORUM NON CONVENIENS) WHICH IT MAY
NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY SUCH@TION OR PROCEEDING WITH RESPECT TO TH
AGREEMENT OR ANY OTHER INSTRUMENT, DOCUMENT OR AGRBVMENT EXECUTED OR DELIVERED IN CONNECTION
HEREWITH IN ANY JURISDICTION SET FORTH ABOVE.

(d) WAIVER OF JURY TRIAL. TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH OF THE PARTIES
HERETO IRREVOCABLY WAIVES ANY RIGHT TO HAVE A JURYPARTICIPATE IN RESOLVING ANY DISPUTE, WHETHER
SOUNDING IN CONTRACT, TORT, OR OTHERWISE, ARISINGUWI OF, CONNECTED WITH, RELATED TO OR INCIDENTAL TO
THE RELATIONSHIP ESTABLISHED AMONG THEM IN CONNECTN WITH THIS AGREEMENT OR ANY OTHER
INSTRUMENT, DOCUMENT OR AGREEMENT EXECUTED OR DELERED IN CONNECTION HEREWITH. EACH OF THE
PARTIES HERETO AGREES AND CONSENTS THAT ANY SUCH &IM, DEMAND, ACTION OR CAUSE OF ACTION SHALL BE
DECIDED BY COURT TRIAL WITHOUT A JURY AND THAT ANYPARTY HERETO MAY FILE AN ORIGINAL COUNTERPART
OR A COPY OF THIS AGREEMENT WITH ANY COURT AS WRITEN EVIDENCE OF THE CONSENT OF THE PARTIES HERETO
TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY.

(e) WAIVER OF BOND. TO THE MAXIMUM EXTENT PERMITTEDBY APPLICABLE LAW, THE BORROWER WAIVES THE
POSTING OF ANY BOND OTHERWISE REQUIRED OF ANY PARTHNERETO IN CONNECTION WITH ANY JUDICIAL PROCESS
OR PROCEEDING TO REALIZE ON THE COLLATERAL OR ANY THER SECURITY FOR THE OBLIGATIONS OR TO ENFORCE
ANY JUDGMENT OR OTHER COURT ORDER ENTERED IN FAVOBF SUCH PARTY, OR TO ENFORCE BY SPECIFIC
PERFORMANCE, TEMPORARY RESTRAINING ORDER, PRELIMINR®Y OR PERMANENT INJUNCTION, THIS AGREEMENT OR
ANY OTHER LOAN DOCUMENT.
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(f) ADVICE OF COUNSEL. EACH OF THE PARTIES REPRESESI TO EACH OTHER PARTY HERETO THAT IT HAS DISCUSSED
THIS AGREEMENT AND, SPECIFICALLY, THE PROVISIONS OFHIS SECTION 8.11, WITH ITS COUNSEL.

8.12 NO STRICT CONSTRUCTION. The parties heretoehparticipated jointly in the negotiation and draftof this Agreement. In the
event an ambiguity or question of intent or intetption arises, this Agreement shall be constrgatidrafted jointly by the parties hereto and
no presumption or burden of proof shall arise fangor disfavoring any party by virtue of the autlup of any provisions of this Agreeme

8.13 SUBORDINATION OF INTERCOMPANY INDEBTEDNESS. €Borrower agrees that any and all claims of thed®eer against any
Dealership Guarantor, any endorser or any otheragt@r of all or any part of the Obligations, oaagst any of its properties, including,
without limitation, pursuant to the any intercompandebtedness permitted under SECTION 5.3(A)(¢tgll be subordinate and subject in
right of payment to the prior payment, in full aindcash, of all Obligations. Notwithstanding anghti of the Borrower to ask, demand, sue
for, take or receive any payment from any Deal@r§huiarantor, all rights, liens and security inteses the Borrower, whether now or
hereafter arising and howsoever existing, in asg@sof any Dealership Guarantor shall be andwurerdinated to the rights, if any, of the
Lender in those assets. The Borrower shall hawgghd to possession of any such asset or to fosedpon any such asset, whether by
judicial action or otherwise, unless and untilailthe Obligations shall have been paid in fultash and satisfied and all financi
arrangements under this Agreement and the othar Doguments between the Borrower and the Lendex haen terminated. If, during the
continuance of an Event of Default, all or any drthe assets of any Dealership Guarantor, optheeeds thereof, are subject to any
distribution, division or application to the creatit of any Dealership Guarantor, whether partiaammplete, voluntary or involuntary, and
whether by reason of liquidation, bankruptcy, agement, receivership, assignment for the benefiteditors or any other action or
proceeding, then, and in any such event, any patorefistribution of any kind or character, eitlieicash, securities or other property, which
shall be payable or deliverable upon or with respeany indebtedness of any Dealership Guaraattire¢ Borrower, including, without
limitation, pursuant to the any intercompany Inéelniess permitted under

SECTION 5.3(A)(VI) ("INTERCOMPANY INDEBTEDNESS") sil be paid or delivered directly to the Lender &pplication on any of the
Obligations, due or to become due, until such Gltlcmns shall have first been paid in full in casld aatisfied; PROVIDED, HOWEVER,
ordinary course payments or distributions madenyy@ealership Guarantor to the Borrower shall lspiired to be paid or delivered to the
Lender only upon the Lender's request. The Borrawevocably authorizes and empowers the Lenddetnand, sue for, collect and receive
every such payment or distribution and give acqoié therefor and to make and present for and loalfbef the Borrower such proofs of
claim and take such other action, in the Lendevis name or in the name of the Borrower or othernnasethe Lender may deem necessary or
advisable for the enforcement of this SECTION 8T# Lender may vote such proofs of claim in anghsproceeding, receive and collect
any and all dividends or other payments or dishuesgs made thereon in whatever form the same magideor issued and apply the same
on account of any of the Obligations. Should anynpent, distribution, security or instrument or preds thereof be received by the Borrower
upon or with respect to the Intercompany Indebtsdmiziring the continuance of an Event of Default @mior to the satisfaction of all of the
Obligations and the termination of all financingaaxgements under this Agreement and the other Dom@uments between the Borrower and
the Lender, the Borrower shall receive and holdstimae in trust, as trustee, for the benefit ofLtnieder and shall forthwith deliver the same
to the Lender, in precisely the form received (@tder the endorsement or assignment of the Borrawmre necessary), for application to
any of the Obligations, due or not due, and, wttitielivered, the same shall be held in trust byRbrrower as the property of the Lender;
PROVIDED, HOWEVER, ordinary course payments orribstions made to or by any Dealership GuarantahéoBorrower shall be requir
to be paid or delivered to the Lender only uponltereder's request after the occurrence and Comtomuaf an Event of Default. If the
Borrower fails to make any such endorsement or
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assignment to the Lender, the Lender or any affftsers or employees are irrevocably authorizethtke the same. The Borrower agrees
until the Obligations have been paid in full inlead satisfied and all financing arrangements utide Agreement and the other Loan
Documents between the Borrower and the Lender haga terminated, the Borrower will not assign ansfer to any Person (other than the
Lender) any claim the Borrower has or may haveregainy Dealership Guarantor.

8.14 USURY NOT INTENDED. It is the intent of the Bower and the Lender in the execution and perfoceaf this Agreement and the
other Loan Documents to contract in strict comg&with applicable usury laws, including confliofslaw concepts, governing the Advan

of the Lender including such applicable laws of $tate of Oregon and the United States of Amerima ftime-to-time in effect. In
furtherance thereof, the Lender and the Borrowipuktte and agree that none of the terms and pomgs<ontained in this Agreement or the
other Loan Documents shall ever be construed tate® contract to pay, as consideration for thefoseearance or detention of money,
interest at a rate in excess of the Maximum Radktlat for purposes hereof "interest" shall incltite aggregate of all charges which
constitute interest under such laws that are cotgdafor, charged or received under this Agreensed;in the event that, notwithstanding the
foregoing, under any circumstances the aggregateiats taken, reserved, charged, received or pattdeAdvances, include amounts which
by applicable law are deemed interest which wouttbed the Maximum Rate, then such excess shakémeld to be a mistake and the
Lender receiving same shall credit the same omptineipal of its Note (or if the Note shall haveeepaid in full, refund said excess to the
Borrower). In the event that the maturity of thet®i® accelerated by reason of any election ohtilder thereof resulting from any Event of
Default under this Agreement or otherwise, or & évent of any required or permitted prepaymeet guch consideration that constitutes
interest may never include more than the Maximurie Rad excess interest, if any, provided for is thgreement or otherwise shall be
canceled automatically as of the date of such acatidn or prepayment and, if theretofore paidll dfeacredited on the applicable Note (or, if
the Note shall have been paid in full, refundeth®Borrower of such interest). In determining viteetor ot the interest paid or payable ur
any specific contingencies exceeds the Maximum Rla¢eBorrower and the Lender shall to the maxinextent permitted under applicable
law amortize, prorate, allocate and spread in epgadb during the period of the full stated ternthef Note all amounts considered to be
interest under applicable law at any time contichéde, charged, received or reserved in conneatiitim the Obligations. The provisions of
this Section shall control over all other provisasf this Agreement or the other Loan Documentsivimay be in apparent conflict herewith.

9. BENEFIT OF AGREEMENT; ASSIGNMENTS; PARTICIPATICIN

9.1 SUCCESSORS AND ASSIGNS. The terms and provisadrthe Loan Documents shall be binding upon ancei to the benefit of the
Borrower and the Lender and their respective ssoresand assigns, except that the Borrower shaliane the right to assign its rights or
obligations under the Loan Documents.

9.2 PARTICIPATIONS.

(a) PERMITTED PARTICIPANTS; EFFEC. SUBJECT TO THERMS SET FORTH IN THIS SECTION 9.2, the Lender maythe
ordinary course of its business and in accordariteapplicable law, at any time sell to one or mbaaks or other financial institutions
("PARTICIPANTS") participating interests in any Aalvce owing to the Lender, the Note, the Commitroemtny other interest of the Lenc
under the Loan Documents on a pro rata or nongieolrasis. Notice of such participation to the Bemgr shall be required prior to any
participation becoming effective. In the event oy auch sale by the Lender of participating interés a Participant, the Lender's obligations
under the Loan Documents shall remain unchanged,éhder shall remain solely responsible to themplarties hereto for the performance
of such obligations, the Lender shall remain thieléwoof the Note for all purposes under
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the Loan Documents, all amounts payable by thed®r under this Agreement shall be determined @it ender had not sold such
participating interests, and the Borrower shalltoare to deal solely and directly with the Lendeconnection with the Lender's rights and
obligations under the Loan Documents.

(b) VOTING RIGHTS. The Lender shall retain the saggt to approve, without the consent of any pgstint, any amendment, modification
or waiver of any provision of the Loan Documentsastthan any amendment, modification or waiver wétbpect to any Advance or
Commitment in which such participant has an interes

9.3 ASSIGNMENTS. The Lender may, in the ordinaryrse of its business and in accordance with aggkdaw, at any time assign to one
or more banks or other financial institutions amaeh by the Borrower within 10 days of notice to Barrower by the Lender of such
assignment (which such approval shall not be uoressly withheld) all or a portion of its rights aodligations under this Agreement
(including, without limitation, its Commitment amdl Advances owing to it) pursuant to an assignnagmeement in form and substance
satisfactory to the Lender. Notwithstanding theefming, the Borrower shall not have any right tprape an assignee under this SECTION
9.3, after the occurrence and continuance of amttafeDefault or to the extent such assignee idféiliate of the Lender, PROVIDED,
HOWEVER, that to the extent the Lender assignebtigations hereunder, such Affiliate shall be atklh States Person and the Lender shall
have provided such financial statements as theoBanr shall have reasonably requested.

9.4 CONFIDENTIALITY. Subject to SECTION 9.5, the ha@er shall hold all nonpublic information obtainadsuant to the requirements of
this Agreement and identified as such by the Boetow accordance with the Lender's customary pnaeedfor handling confidential
information of this nature and in accordance wifesand sound banking practices and in any eveptmnake disclosure reasonably required
by a prospective Transferee in connection withcibretemplated participation or as required or retpegeby any governmental authority or
representative thereof or pursuant to legal proaadsshall require any such Transferee to agrekr@quire any of its Transferees to agree
comply with this SECTION 9.4. In no event shall ttender be obligated or required to return any netefurnished by the Borrower;
PROVIDED, HOWEVER, each prospective Transfereeldfetequired to agree that if it does not becomarécipant it shall return all
materials furnished to it by or on behalf of ther®aver in connection with this Agreement.

9.5 DISSEMINATION OF INFORMATION. The Borrower audtizes the Lender to disclose to any ParticiparRunchaser or any other
Person acquiring an interest in the Loan Documieytsperation of law (each a "TRANSFEREE") and armyspective Transferee any and all
information in the Lender's possession concerrtiegBorrower and its Subsidiaries; PROVIDED thabpto any such disclosure, such
prospective Transferee shall agree to preservedardance with SECTION 9.4 the confidentiality af/aconfidential information described
therein.

10. NOTICES

10.1 GIVING NOTICE. Except as otherwise permittgdIECTION 2.8 with respect to borrowing notices$ natices and other
communications provided for hereunder shall beritivg (including telecopier, telegraphic, telexaable communication) and mailed,
telecopied, telegraphed, telexed, cabled or dedilef to the Borrower, at its address at 360 Haskson Street, Medford, Oregon 97501, if to
the Lender, at its address specified in the Crkglieement; or, as to each party, at such othereaddxs shall be designated by such party in a
written notice to the other party. All such notie@sl communications shall be effective, upon receipin the case of (i) notice by mail, five
days after being deposited in the United Statesspfait class postage prepaid, (ii) notice byronght courier, one business day after being
deposited with a national overnight courier sery(dg
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notice by telex, when telexed against receipt afar back or (iv) notice by facsimile copy, whesmsmitted against mechanicanfirmatior
of successful transmission.

10.2 CHANGE OF ADDRESS. The Borrower and the Lenday each change the address for service of ngior it by a notice in writing
to the other parties hereto.

11. COUNTERPARTS

This Agreement may be executed in any number ofteoparts, all of which taken together shall cdostione agreement, and any of the
parties hereto may execute this Agreement by sigaity such counterpart. This Agreement shall becéffe when it has been executed by
the Borrower and the Lender.

12. CAPITAL STOCK PLEDGES

With respect to all Capital Stock in any Lithia Dexgahips pledged to Lender, Lender agrees that upiten notice from Borrower that an
automotive manufacturer objects to such pledgedeeshall fully release any interest it may haveunh Capital Stock and return pledged
certificates, if any, to Borrower.
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IN WITNESS WHEREOF, the Borrower and the Lenderehaxecuted this Agreement as of the date first abaitten.

LITHIA MOTORS, INC., as the Borrower

By:
M. L. Dick, Heimann, President

Attest
Sidney B. DeBoer, Secretary

Address: 360 East Jackson Street
Medford, Oregon

Attention:

Telephone No.:

FORD MOTOR CREDIT COMPANY, as Lender
By:
B. W. Evans, National Account Manager

Address:

Attention: B. W. Evans Telephone No.:
Facsimile No.:
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CHEV 05/31/94 CHEVROLET [LOGO]

DEALER SALES AND SERVICE AGREEMENT

In reliance upon the Agreement by the parties lfdlftheir respective commitments, this Agreemeeffective OCTOBER 13, 1998, is ente
into by General Motors Corporation, Chevrolet Mdiivision ("Chevrolet"), a
Delaware Corporation and

CAMP AUTOMOTIVE, INC. ,a

Dealer Firm Name
[XIDELAWARE corporation, incorporated on APR IL 13, 1961;

[ ]proprietorship;

[ Jpartnership;

[ Jother - specify

doing business at 101 E MONTGOMERY AVE

SPOKANE, WASHINGTON 99207-2220 ("Dealer").

OVERVIEW AND PURPOSE OF THE
CHEVROLET DEALER SALES AND SERVICE AGREEMENT

The principle purposes of this Agreement are to:
A. Authorize the Dealer to sell and service Chestrpkoducts and to represent itself as a Chevideter.
B. Provide a framework within which Dealer and Ctod®t may accomplish their mutual objectives.

C. Provide a means whereby Chevrolet and Dealerideaify specific sales, CSl, facility and otheguirements by which Dealer's
performance under this Agreement may be evaluated.

D. Identify other commitments, rights and respottisigs of Chevrolet and Dealer.

Achieving Chevrolet's vision of market leadershipile exceeding customer expectations in sellingsarding Chevrolet products is
dependent in a large part upon the maintenancejoélity network of authorized Dealers. Since Deedpresents Chevrolet to the public, |
fundamental to the success of Chevrolet that Deadentain its operations facilities and businesshmés in a manner which will support the
Chevrolet Dealer Agreement. Chevrolet will condtebperations and provide assistance, as pratgigathin the scope and terms of this
Agreement, to assist Dealer to accomplish the rements of this Agreement and the Chevrolet visiirevrolet will from time to time
provide instructions, programs, requirements amgjsstions developed in accordance with this Agretitecboth supplement the Agreement
and assist Dealer and Dealer network.

Chevrolet's vision is to be America's automotiwedier providing Total Customer Enthusiasm through:

- Empowered people,
- Exceptional products,
- Excellent purchase and ownership experience,

providing outstanding value and a superior returineestment for all stakeholde
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FOURTH

Chevrolet and dealers recognize that the decisitade by Chevrolet Motor Division directly impacethusiness and livelihood of its Dealer
Body as well as the ultimate satisfaction of itstomers. Chevrolet, in accord with members reptésgpthe Chevrolet dealer body, seek to
enhance its decision making process by establigtengin methods for the inclusion of the colleetidealer Body input in all are as directly
affecting our mutual business concerns. The forontHis is generally provided through three prifeiprocesses: The National Dealer
Council, The National Dealer Council Work Teamg] ae Partnership Council.

A. NATIONAL DEALER COUNCIL

The purpose of the National Dealer Council is talgissh a forum for Chevrolet and its dealers tdnmx in determining Chevrolet's future
direction and strategies. Council members willipgrate in work teams and other joint policy-makipgups affecting our business. Much
progress has been made as a result of the Nafimsdér Council involvement, and Chevrolet is conteditto ensuring that this avenue
continues.

- The National Dealer Council will consist of eledtChevrolet dealer representatives from each Zodeserve a three year term. A dealer
operator must have at least three years exper@naeChevrolet dealer and be involved in the dalajooperations of the dealership business
in order to qualify for election.

- Council representatives will communicate with tiealer body in the Zone they are representingrbyiging feedback on dealer council
activities and informing the Dealer Council and @ioéet of dealer body concerns.

- Dealer Council formally convenes up to three 8ragyear. Individual Council members may be askexdtend additional meeting
throughout the year in connection with their teasignments. Dealer Council members will serve orkweams and participate in the
decision making process with Chevrolet Motor Diersi

- Any training deemed necessary by the National@e2ouncil to assist in fulfilling their respongities will be provided by Chevrolet.
B. NATIONAL DEALER COUNCIL WORK TEAMS

National Dealer Council representatives, ChevrGlet/management, and Chevrolet Dealers will servatlpbn work teams which a
created to focus on issues of mutual concern tiedeand Chevrolet. The work teams will utilize twnsensus decision making process to
achieve a best value decision depending on theetkfiole of each group and the requirements of isacle under consideration.

- Work teams will cover areas such as: Dealer Qegdion, Education and Training, Product, Servieef®, Distribution, Sales/Financial,
Marketing, and Total Customer Enthusiasm. The Mafi®ealer Council and Chevrolet may establishngbkaor discontinue teams as dee
necessary.

- Dealers may serve on a work team for up to aetlgear term. Meetings will take place on an as eeédxsis through phone conversations,
fax system, or in person.

C. PARTNERSHIP COUNCIL

The responsibility of the Partnership Council i€tmrdinate work team structures and activitieghefNational Dealer Council. The
Partnership Council is comprised of an equal nunob&hevrolet Dealer Council members and Chevra@ptesentatives which operate as a
policy making body. The Partnership Council wib@laddress issues from the National Dealer Coandilinform the necessary work teams
as needec
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SEVENTH
d) Software:

From time to time during the term of this Agreemé& will make available to Dealer certain infornaat, data, software or firmware
("software") electronically, incorporated into tear other products or by other means. This So#waay be owned outright by GM, or
jointly with, or wholly by, a GM affiliated companyr authorized supplier. Dealer agrees to limitge of the Software to Dealers|
Operations and comply with any other restrictionsts use.

TRAINING

EIGHTH

Chevrolet will from time to time provide traininghich Chevrolet believes will enhance Dealers aptlitmeet the requirements of the Dealer
Agreement. Dealer will, to the extent practicalpi@rticipate in that training. Further, Chevroletlwn occasion designate certain training that
will be required in accordance with Article 8 okthdditional provisions. Dealer agrees that it paltticipate in any training so designated.
Decisions on training requirements will be deterliin accordance with Paragraph Fourth of thiseagemt.

DEALER IDENTIFICATION, IMAGE AND FACILITIES

NINTH

Dealer and Chevrolet recognize that the appearaigres, environment and quality of Dealer's fagitive significant impact on Chevrolet
products and Dealer. Dealer, therefore, agreestthdéalership premises will be properly equippad maintained, and that the interior and
exterior retail environment and signs will complitweasonable requirements Chevrolet will esthliispromote and preserve the image of
Chevrolet and its Dealers. Decisions on any mdtehianges to the image, sign and/or dealershifitfactquirements will be determined in
accordance with Paragraph Fourth of this agreement.

DISPUTE RESOLUTION

TENTH

Chevrolet recogonizes that the mutual respectt &g confidence which has been the cornerston€sedrolet-Dealer relations are essential
to accomplishing the objectives of this Agreem#hfhile the relationship between Chevrolet and Dealervery positive one, Chevrolet
recognizes that from time to time there may begtmsaments between Chevrolet and Dealer concerightsrand obligations arising under
this Dealer Agreement. It is contemplated that ndasigreements that may arise between Dealer aadr@bt will be resolved through
discussion between Dealer and Chevrolet field mamagt. In fact, Dealer is strongly encouraged souBs and to resolve any differences
through the local field office, the Chevrolet eptihost familiar with Dealer and its operations. Hmer, in those instances where a
disagreement between Dealer and Chevrolet cannmesibéved, Dealer may choose to seek review thrélgispute Resolution Process,
which provides for senior sales management revievEinding Arbitration. This process is always vatlary on the part of Dealer and is
voluntary on the part of Chevrolet except as predith the details of the. Dispute Resolution Pre@esset forth in a separate booklet
(GMMS-1019).

BUSINESS MANAGEMENT RESPONSIBILITY

ELEVENTH

If Dealer is an authorized Dealer for more than divésion of General Motors, Chevrolet will be panily responsible for administering the
provisions of the Dealer Agreements relating toDealer Statement of Ownership, dealership locaiimsh premises addendum and capital
standard addendum. Chevrolet will execute or exteage documents for all divisior
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DNPS 3/22/90 MULTIPLE DEALER OP ERATOR ADDENDUM
TO
GENERAL MOTORS CORPORATION
DEALER SALES AND SER VICE AGREEMENT

This Multiple Dealer Operator ("MDO") Addendum exiéed by General Motors Corporation is effectiv@G®CTOBER 13, 1998
General Motors Corporation, acting in reliance ugfeminformation provided by Dealer, agrees wittaleeas follows:

1. General Motors, at the request of Dealer, ams&IDNEY B. DEBOER as the Multiple Dealer OperatbbDealer based upon
representations by Dealer that SIDNEY B. DEBOER thafority ownership and voting control of Dealedawill continue to do so for the
term of this Dealer Agreement.

2. Dealer has executed a "Successor Addendum'ifigiegta replacement Dealer Operator acceptab@dneral Motors in the event of the
death or incapacity of SIDNEY B. DEBOER. Dealerlwibntinue the existing Successor Addendum, or sotiner Successor Addendum
acceptable to General Motors, in effect duringftiieterm of this Dealer Agreement.

3. General Motors, at the request of Dealer, aps®HILIP S. CAMP as the Executive Manager ("EM"Pealer based upon the
representations made in the Executive Manager Agiptin and related documents. General Motors &lsesron representations by Dealer
that the EM has the managerial authority and resipdity to conduct all day-to-day dealership opi&ra.

4. The personal qualifications of PHILIP S. CAMPEasecutive Manager are a valuable consideratiomugtch General Motors enters this
Dealer Agreement. Dealer will not replace its ExeeuManager without a prior written request to avwritten approval from General Motors.

5. Failure of Dealer to retain an Executive Manaroved by General Motors will constitute a fedlof performance and material breac
this MDO Addendum and the Dealer Agreement. Suitbréawill constitute good cause for terminationtioé Dealer Agreement.

6. The terms of this Addendum constitute the ogiyeament between the parties, either oral or writtegarding either the Multiple Dealer
Operator or Executive Manager of Dealer.

This MDO Addendum may be terminated at any timevbjten agreement between General Motors and Ddaleill automatically expire
upon termination or non-renewal of the Dealer Agrest. This Addendum cancels, replaces, and supEssety previous MDO Addendum
executed by Dealer and General Motors for thisatehlp location. The terms of this Addendum araddition to the terms contained in the
Dealer Agreement.

CAMP AUTOMOTIVE, INC.
Dealer Firm Name

SPOKANE, WASHINGTON

City, State

By /s/ CHEVROLET MOTOR DI VI SI ON
-------------------------------------- GENERAL MOTORS CORPORATI ON
Si ghat ure Dat e

By By /s/
Signature Date ZONE MANAGER

GLOSSARY: THE TERMS BELOW, AS USED BY THE PARTIES T O THIS MDO ADDENDUM, ARE DEFINED AS
INDICATED:

1. "Multiple Dealer Operator" - the person so deatgd is the majority owner of Dealer recognized &=aler Operator in more than one
General Motors Dealer company, whether or notpleason is also the Executive Manager of Dealer."M2O" is responsible for the over.
management of Dealer and compliance with the Defedeeement.

2. "Executive Manager" - the person so designaeeisonally responsible for the day-to-day manamtmf Dealer operations and
compliance with the Dealer Agreement. The "EM" hasnanagement responsibilities at any other Dealempany.
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MOTOR VEHICLE ADDENDUM
TO
GENERAL MOTORS CORPORATION
DEALER SALES AND SERVICE AGREEMENT

CAMP AUTOMOTIVE, INC.
Dealer Firm Name
SPOKANE, WASHINGTON
City, State
Effective OCTOBER 13, 1998, Dealer, as an authdri2bevrolet dealer, has a non-exclusive right tpthe following new Motor Vehicles

marketed by Chevrolet Motor Division of General st Corporation, subject to the terms listed onréverse side of this addendum. As
long as dealer continues to comply, Chevrolet priticess dealer's orders in accordance with edteblisrocedures.

PASSENGER CARS

CAMARO, CAVALIER, CORVETTE, IMPALA, LUMINA, MALIBU, METRO,
MONTE CARLO, PRIZM

LIGHT DUTY TRUCKS
ASTRO, BLAZER, C 3500 HD, C/K 1500-3500,
CHEVY EXPRESS CARGO VAN, CHEVY EXPRESS PASSENGER VA,
P MODELS (P12, P32, P42), S-10, SILVERADO, SUBURBAN
TAHOE, TRACKER, VENTURE

This Motor Vehicle Addendum shall remain in effaaless and until superseded by a new Motor Velidigendum furnished Dealer by
Chevrolet. This Motor Vehicle Addendum cancels anpersedes any previous Motor Vehicle Addendumished Dealer by Chevrolet.

CHEVROLET MOTOR DIVISION

ACKNOW.EDGED General Mtors Corporation
By /sl/ By
Deal er Dat e Si ghat ure Dat e

General Sales & Service Manager

(Dealer should file this Motor Vehicle Addendum hwvDealer's current Dealer Agreemel
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CHEVROLET MOTOR DIVISION
MOTOR VEHICLE ADDENDUM
TO
GENERAL MOTORS CORPORATION
DEALER SALES AND SERVICE AGREEMENT

CAMP AUTOMOTIVE, INC.
Dealer Firm Name

SPOKANE, WASHINGTON
City, State

Effective OCTOBER 13, 1998, Dealer, as an authdrizbevrolet dealer, has a non-exclusive right tpthe following new Medium Duty
Truck Motor Vehicles marketed by Chevrolet MotoriSion of General Motors Corporation:

C6H SERIES CONVENTIONAL CAB/CHASSIS,
C7H SERIES CONVENTIONAL CAB/CHASSIS,
P6 SERIES FORWARD CONTROL CHASSIS

This Motor Vehicle Addendum shall remain in effaaless cancelled or until superseded by a new Méttiicle Addendum furnished Dea
by Chevrolet.

CHEVROLET MOTOR DIVISION
General Motors Corporation

Si gnature Dat e

ZONE MANAGER

(Dealer should file this Motor Vehicle Addendum hvDealer's current Dealer Agreemel
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CHEVROLET MOTOR DIVISION
MOTOR VEHICLE ADDENDUM
TO
GENERAL MOTORS CORPORATION
DEALER SALES AND SERVICE AGREEMENT

CAMP AUTOMOTIVE, INC.

Dealer Firm Name

SPOKANE, WASHINGTON
City, State

Effective OCTOBER 13, 1998, Dealer, as an authdrizbevrolet dealer, has a non-exclusive right tpthe following new Medium Duty
Track Motor Vehicles marketed by Chevrolet MotoriBion of General Motors Corporation:

TILT CAB - T5500, T6500, T7500 AND T8500 SERIES

This Motor Vehicle Addendum shall remain in effaaless cancelled or until superseded by a new Méttiicle Addendum furnished Dea
by Chevrolet. This Motor Vehicle Addendum canceld aupersedes any previous Motor Vehicle Addendumighed Dealer by Chevrolet
relating to T-Series Vehicles.

CHEVROLET MOTOR DIVISION
General Motors Corporation

Si gnat ure Dat e

ZONE MANAGER

(Dealer should file this Motor Vehicle Addendum lwDealer's current Dealer Agreeme!
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SUCCESSOR ADDENDUM
TO
GENERAL MOTORS CORPORATION
DEALER SALES AND SERVICE AGREEMENT

This Successor Addendum is effective OCTOBER 1981#nhd is executed pursuant to the provisions t€lerl2.1 of the current Dealer
Agreement in effect between the undersigned DealdrDivision of General Motors.

On the basis of the information provided by Dealeigonnection with the Request for Execution of&ssor Addendum, Division and
Dealer Agree that:

1. Subject to paragraphs 2 and 3 below, the prapdsaler operator(s) for purposes of designatingestablishing a proposed successor
dealer as provided in Article 12.1 of the Dealergement shall be

BRYAN DEBOER

2. If more than one current Dealer Operator is mhmel above,
a. the remaining Dealer Operator alone shall haeeight to designate a proposed successor dealg},Yes

b. all of the preposed dealer operators who remasurvive, including the remaining Dealer Operastiall acting together have such rights,
[1Yes

3. The following person(s), if any, shall be propd®wner(s) (indicate "none", if applicable):

NONE

4. Dealer may cancel an executed Successor Addeatlany time prior to the death of any party namedealer Operator in Paragraph
THIRD of this Agreement. General Motors may cararekbxecuted Successor Addendum only if the propdsakér operator no longer
complies with the requirements of Article 12.1.heTparties may execute a new and superseding Soecdeddendum by mutual agreement.
If Division has previously notified Dealer thatibes not plan to continue Dealership OperatiotiseaDealership Location, Division shall
have no obligation to execute a Successor Addendxoept for a renewal of an existing Successor Addm with the same proposed dealer
operator provided Dealer and the Proposed Dealerddgr comply with the requirements of Article 12.1

5. This Addendum shall become null and void up@nekecution of a new Dealer Agreement by Dealerinision.
6. This Successor Addendum cancels and superseggsevious Successor Addendum between the parties.

CAMP AUTOMOTIVE, INC.
Dealer Firm Name
SPOKANE, WASHINGTON

City, State
CHEVROLET MOTOR DIVISION
General Mtors Corporation

Signature and Title Dat e ZONE MANAGER Dat e

The undersigned, as all Dealer Operator(s) and @a)ef Dealer, hereby individually signify theiorcurrence with the above agreeme



and waive any rights in conflict with the aboveegmnents they may have or acquire under either &adeld Agreement or applicable law.

Date Date
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1. PARTIES TO THIS AGREEMENT is made the 16th d ay of OCTOBER, 1998,

AGREEMENT by and between SUBARU OF AMERICA, INC./WESTERN REGION, a NJ
corporation ("Distributor"), havi ng a place of business
at 2235 ROUTE 70 WEST, CHERRY HIL L, NJ 08002, and CAMP

AUTOMOTIVE, INC. ("Dealer"),

[X] a Oregon corporation [] a partnership [] aniindual

Doing or intending to do business as CAMP SUBAR&kihg its principal place of business at E. 215 M@OMERY AVENUE,
SPOKANE, WA 99207

2. STANDARD The Subaru Dealership Agreement S tandard Provisions booklet,
PROVISIONS marked MSA No. 732-C 4/88 (herein after the "Standard

Provisions") is incorporated by r eference as part of this
Agreement with the same force and effect as if all of the
definitions and provisions contai ned in the Standard
Provisions were fully set forth i n this Agreement. The
definition of the term "Fuji" app earing in Paragraph 2.1 of
the Standard Provisions is amende d by adding the following
sentence at the end of that defin ition: "For purposes of this
Agreement, the term "Fuji" shall also include Subaru-Isuzu
Automotive, Inc,, an Indiana Corp oration." The conduct of
business by Dealer under this Agr eement is expressly subject
to the Standard Provisions and al | the documents referred to,
or incorporated by reference in, the Standard Provisions.
Dealer hereby acknowledges receip t of a copy of this Agreement
and of the Standard Provisions wi thout any addition to, or
modification of, the printed text of either, except as may be
set forth in any other written do cuments agreed upon between
Distributor and Dealer, which doc uments are attached hereto
and identified as follows (or if none, so state below):
(a) RIGHT TO FIRST ADDENDUM TO SU BARU DEALERSHIP AGREEMENT

(b) HOLDING COMPANY ADDENDUM

(c) NONE
3. APPOINTMENT  Distributor hereby appoints Deale r as an authorized dealer of
AND Subaru Products and Dealer accept s the appointment under the
ACCEPTANCE terms and conditions of this Agre ement.
4. AREA OF Dealer assumes responsibility for the promotion, sale and

RESPONSIBILITY service of Subaru Products withie #rea (hereinafter referred to as the "Area opBesibility") consisting of the
following post office communities:

SPOKANE/WEST, WA PRIMARY MARKET AREA OF RESPONSIBITY #14-303B. REFER TO THE ATTACHED SUBARU ZIP
STRUCTURE LIST DATED 10/98.

The Area of Responsibility described above is remtassarily exclusive to Dealer and one or morer@ththorized Subaru dealers may share
the same Area of Responsibility because of its ammkemarket potential, the appointment of any &l dealers being subject in all event
the requirements of applicable law. If other Sulbdealers do share the same Area of Responsitilégler's responsibility for the Area of
Responsibility shall be determined from time todion a proportionate basis by Distributor afteieaing in consultation with Dealer
relevant statistics and available information conitey population size, demographics, consumer shgpmabits, traffic patterns, and other
geographical factors applicable to the Area of Rasjbility.

5. OWNERSHIP Dealer represents and Distributor enters into this Agreement
in reliance upon the representati on that the following
individuals are the sole record a nd beneficial owners of

Dealer and own Dealer in the following percentages:

Percentage Of Name of Each Respective
Names Of Beneficial Record Owner, If Different
Beneficial Owners Interest From Beneficial Owner
LITHIA MOTORS, INC. 100.00% LITHIA HOLDING COMPANY, LLC

(SEE ATTACHED OWNERSHIP CHART)



6. CHANGE IN  This is a personal service agreem
OWNERSHIP in the beneficial ownership of De
OR TRANSFER rights or obligations under this
OF AGREEMENT written consent of Distributor, w

provided in Section 18.4 of the S
be unreasonably withheld. Any Sig
Interest (as defined in Section 2
Provisions) will also require the
Paragraph 14 of this Agreement.

ent. There shall be no change
aler, or transfer of any
Agreement, without the prior
hich consent (except as
tandard Provisions) shall not
nificant Change of Ownership
.11 of the Standard

consent of SOA under



LITHIA MOTORS, INC.
POST-IPO Structure

SIDNEY B. DEBOER
53.639% Beneficial Interest

M.L. DICK HEIMANN DEBOER INSURANCE, LLC
34.875% Beneficial Interest 3.761% Beneficial Interest
R. BRADFORD GRAY SID & KAREN DEBOER FOUNDATION
7% Beneficial Interest .725% Beneficial Interest

SIDNEY B. DEBOER
100% Voting
Managing Member

LITHIA HOLDING COMPANY, LLC THE PUB LIC
35.5% of shares (or more)  64.4% of shares (or less) Class "A"
Class "B" Common Commo n
10 Votes per share 1 vote per share
84.7% Control 15.3% Co ntrol

Tax ID 93-1171867

LITHIA MOTORS, INC.

100% Control 100 Shares Each Tax ID 93-0572810

CAMP AUTOMOTIVE, INC.
DBA CAMP SUBARU

LITHI A STOCK HOLDING VOTES
Class A Shares 2,92 5,550 25.362% 2,925,550 6.029%
Class A Employee Authorized Stock Options* 1,04 9,450 9.098% 1,049,450 2.163%
Class A Secondary Issue 3,0 00,00 26.008% 3,000,000 6.182%
Class A Secondary Issue Over-Allotment 4 50,00 3.901% 450,000 0.927%
Total Class A Shares 7,4 25,00 64.369% 7,425,000 15.301%
Class B Restricted Shares** 4,11 0,000 35.361% 41,100,000 84.699%
Total Shares Outstanding 11,53 5,000 100.000% 48,525,000 100.000%

*All employee stock options may not currently bsued

rev: 08/04/9¢



7. EXECUTIVE  Dealer represents and Distributor
MANAGEMENT in reliance upon the representati
persons, and no other persons, sh

enters into this Agreement
on that the following
all constitute the executive

management of Dealer:

TITLE OR OFFICE NAME

PRESIDENT SIDNEY B. DEBOER

VICE PRESIDENT (IF ANY) M.L. DICK HEIMANN
VICE PRESIDENT (IF ANY)

TREASURER SIDNEY B. DEBOER
SECRETARY SIDNEY B. DEBOER
GENERAL MANAGER PHILIP S. CAMP
OTHER OFFICERS (IF ANY)

OTHER OFFICERS (IF ANY)

Dealer further represents that, unless otherwidieated at the end of this sentence, any membexeaxfutive management, as well as Dealer's
Sales, Service and Parts Managers, may transaoelasvith Distributor on behalf of Dealer and timaso doing each such person shall
legally bind Dealer:

Dealer recognizes and agrees that retention oflifigd and experienced General Manager is requfrether full-time member of executive
management do not possess, in the sole discrdtiDiswibutor, the qualifications and experienceessary to adequately supervise the
general management of the dealership.

8. CHANGE IN  There shall be no charge in Deale

MANAGEMENT  without the prior written consent
consent shall not be unreasonably
all other changes in management p
give notice to Distributor upon t
change.

9. FACILITIES Distributor approved the followin

areas specified below, which Deal
exclusively for Dealer's Subaru o

New Car Showroom
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 1,280 sq.

Sales and General Office Area
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 880 sq. ft

Parts Facility
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 1,600 sq.

Service Facility
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 4,000 sq.

New Car Outside Display and Stora
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 22,280 sq.

Used Vehicle Display and Storage
Address: E. 215 MONTGOMERY AVENUE
Exclusive Subaru Area: 12,680 sq.

10. TERM AND  The term of this Agreement begins

RENEWAL 1998, and ends on the 15TH day of
OF THIS AGREEMENT SHALL NOT BE FO
THIRTY-SIX (36) MONTHS.) The expi
of this Agreement shall not affec
unsatisfied account balances betw
any claims for indemnification un
13.4, 17.1 or 17.2 of the Standar

r executive management
of distributor which
withheld. With respect to
ersonnel, Dealer agrees to
he occurrence of any such

g facilities, containing the
er will Provide and use
perations:

, SPOKANE, WA 99207
ft.

, SPOKANE, WA 99207

, SPOKANE, WA 99207
ft.

, SPOKANE, WA 99207
ft.

ge
, SPOKANE, WA 99207
ft.

, SPOKANE, WA 99207
ft.

on the 16 TH day of OCTOBER,
OCTOBER, 1999. (THE TERM
R A PERIOD LONGER THAN
ration or prior termination

t or extinguish any

een Distributor and Dealer,

der Sections 10.5, 13.2,

d Provisions, any claims



asserted in legal actions or proc
involving the parties hereto, or
obligations of Dealer and Distrib
Standard Provisions. Any renewal
formally entered into by means of
Dealership Agreement in the form
the Subaru Dealership Agreement S
form then current.

Dealer may terminate this Agreeme

TERMINATION date by giving at least sixty (60

to Distributor by certified or re
may, prior to the expiration date
for cause as set forth in Article
Provisions. This Agreement shall
notice to Dealer of the terminati
relinquishment of Distributor's a
distributor of Subaru Products fo

eedings then pending and
the respective rights and
utor under Article 16 of the
of this Agreement must be
a fully executed Subaru
then current, incorporating
tandard Provisions in the

nt prior to the expiration

) days prior written notice
gistered mail. Distributor

, terminate this Agreement
15 of the Standard
automatically terminate upon
on, expiration or

uthority to act as a

r the Area of Responsibility.



12. CAPITALIZATION Dealer agrees to establish and

Net Working Capital, Total Net
Investment, in accordance with
Standards, so as to effectivel
under this Agreement. If this
appointment of a New Dealer Ca
represents that it now possess
amounts of capitalization indi
exclusively for Subaru operati
Dealer hereby represents that

maintain adequate Net Cash,
Worth and Operating

all applicable Minimum

y perform its obligations
Agreement is for the

ndidate, then Dealer hereby
es the initial required

cated below, available

ons. In all other cases,

it now possesses in its total

operations the amounts of capitalization indicdtelbw:

Net Cash: $10,684,787 Total Net Worth: $9,935,330
Net Working Capital: $13,721,272 Operating Investment: $16,424,996
13. CREDIT Dealer agrees to make arrangem ents for and to maintain,

ARRANGEMENTS throughout the term of this Ag

plan line of credit in an amou
requirements set forth in the
and adequate to finance Dealer
Cars. Whenever required by Dis
furnish Distributor with docum
floor plan line of credit is a
institution approved by and in
Distributor for use in connect
of, and carrying of inventory
represents that it now possess
line of credit, from a financi
Distributor, available exclusi

in the initial required amount

The consent of SOS is required

CONSENT New Dealer Candidate, for a Si

Interest, or for a relocation
those identified in Paragraph
decision to grant or withhold

to the Distributor in writing

turn promptly notify the New D
transferee of the Interest to

as the case may be. If a New D
any Subaru operation prior to
Significant Change of Ownershi
facilities location is effectu

such consent may be denied not
qualifications of the New Deal
transferee, notwithstanding th
facility and notwithstanding a
which may have been made by Di
may be defined in the 'event t
sole discretion, that either:
documents when presented to SO
and properly completed or do n
set forth in the then current
Procedures Manual; (b) the New
transferee or proposed new fac
fulfill the standards set fort
Dealer National Operating Stan
Subaru Dealership National Min
New Dealer Candidate or propos
evidence the honesty, integrit

or proven sales, market penetr
performance, and skills, exper
which are likely to promote th
reputation of Subaru Products.
that a New Dealer Candidate or
approved or disapproved within
such time period shall be calc
date upon which the agreement
first presented for review by

15. DEALER'S Effective for the term of this

Planning Volume shall be 359 C

STANDARDS of Units in Operation ("UIO")

1,822, so that UIO plus one (1
equals 2,181 and UIO plus thre
equals 2,899 If this Agreement

reement, a committed floor
nt adequate to fulfill the
applicable Minimum Standards
's anticipated inventory of
tributor, Dealer shall
entation that such committed
vailable from a financial

a form acceptable to

ion with Dealer's purchases
in, Cars. Dealer hereby

es a committed floor plan

al institution approved by
vely for Subaru operations,
of $2,000,000.

for the appointment of a
gnificant Change of Ownership
of facilities in addition to

9 of this Agreement SOA's
consent shall be communicated
and the Distributor will in
ealer Candidate, the proposed
be transferred, or the dealer
ealer Candidate engages in
SOA's consent, or if a

p Interest or a change in

ated prior to SOA's consent,
withstanding the

er Candidate or proposed

e condition of the new

ny contrary representations
stributor, SOA consent also
hat SOA determines, in its

(a) the agreement and related
A for review are not fully

ot conform to the requirement
Subaru Dealer Appointment
Dealer Candidate, proposed
ility does not meet or

h in the then current Subaru
dards Manual, including the
imum Standards; or (c) the
ed transferee does not

y, sales and service energy
ation and service

ience or cooperative attitude
e long term success and

If applicable law requires
proposed transferee be

a prescribed time period,
ulated from and after the

and all related documents are
Distributor to SOA.

Agreement only, Dealer's
ars per year and the number
assigned to Dealer is

) year's Planning Volume

e (3) years' Planning Volume
is renewed or if Dealer



SUBARU OF AMERICA, INC/WESTERN REGION

relocates its facilities or if

the percentage share of respon
Responsibility, both Planning
re-evaluated by Distributor at
relocation or percentage chang
required to comply with the Mi
that time for the re-evaluated
levels.

The parties hereto, intending
executed this Agreement, or ha
be executed by their proper an
on the date and year first abo

BY: /s/ Tim Parzybok BY:/

Tim Parzybok

Si

Regional Vice President

BY: /s/ Steve Allen

TITLE

Steve Allen

Regional Market Development Manager

WITNE
ATTES

CAMP

there is a change in

sibility for Dealer's Area of
Volume and UIO will be

the time of such renewal,

e, and Dealer will be

nimum Standards in effect at
Planning Volume and UIO

to be legally bound, have

ve caused this Agreement to
d duly authorized officers,
ve written.

AUTOMOTIVE INC.

s/ Sidney B. DeBoer

dney B. DeBoer

President

SS OR
T: /sl




[LETTERHEAD]
RIGHT OF FIRST REFUSAL ADDENDUM TO SUBARU DEALERSHI P AGREEMENT

This addendum is made this 16th day of October8.189 and between Camp Automotive, Inc. ("Dealariyd Subaru of America,
Inc./Western Region ("Distributor").

WHEREAS, Dealer's Subaru Dealership Agreement aanddard Provisions ("Agreement") commenced on GutdB, 1998, which
Agreement is incorporated herein by reference asgh set forth at length; and

WHEREAS, Dealer and Distributor desire to amendAfgesement to provide Distributor a right of firsfusal should a proposal be submi
by Dealer under article six (6) of the Dealershigrédement.

NOW THEREFORE, in consideration of these premiBesler and Distributor agree as follov

1. Distributor may elect to exercise its purchaghtrby written notice to Dealer within thirty (3@alendar days after Dealer has furnished to
Distributor all applications and information reaably requested by Distributor to evaluate Deafargposal. If Dealer's proposed sale or
transfer was to a successor approved in advanBadbybutor, then Dealer may reject Distributoseeeise to purchase.

2. If Dealer's proposed sale or transfer was tdddsanominee, to any of Dealer's owners, to Dé&atmployees as a group, or to Dealer's
spouse, children or heirs, other than a succeggwoaed in advance by Distributor, then Dealer m@hdraw its proposal within thirty (30)
calendar days following receipt of Distributor'sine of election of its purchase right.

3. Distributor's right under this Addendum shallebeght of first refusal, permitting Distributas {a) assume the proposed transferee's rights
and obligations under its Agreement with Dealer @)ccancel this Agreement and all rights grante@dlBr hereunder. Except to the extent
specifically inconsistent with the terms of thisrAgment, the price and all other terms of Distdbatpurchase shall be as set forth in any
bonafide written purchase and sale agreement batidealer and its proposed transferee and in aayetidocuments.

4. Dealer shall furnish to Distributor an itemiZad market valuation for all of the Subaru asd¢etbe purchased, copies of all applicable
liens, mortgages, encumbrances, leases, easefiearises or other documents affecting any of tlop@rty to be transferred and shall assign
to Distributor and permit or license as necessairytfe continued conduct of Dealer's operation.

5. Distributor may assign each right of first refuto any party it chooses, but in that event ihstor will remain primarily liable for payme
of the purchase price to Dealer.

6. If Distributor exercises its purchase right, tBimitor will reimburse Dealer's proposed transédi@ reasonable documented actual expe
which such proposed transferee incurred throughldte of such exercise which are directly and gaétibutable to the transaction Dealer
proposed
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7. Nothing contained in this Addendum shall reqiistributor to exercise its right of first refusalany case, nor restrict any right Distribt
may have to refuse to approve Dealer's proposedfea

8. This Addendum is not intended to confer anytrigbnefit or claim upon any person or entity otifien Dealer or Distributor.
9. Except as modified by this Addendum, all terom)ditions and provisions of the Agreement shafiaim in full force and effect.

IN WITNESS WHEREOF the parties have hereunto st signatures on the date first hereinabove writte

SUBARU OF AMERICA, INC./ CAMP AUTOM OTIVE, INC.
WESTERN REGION SPOKANE, W A

By: By:

/sl Tim Parzybok /sl Sidney B. DeBoer
Tim Parzybok Sidney B. DeBoer
Regional Vice President President
Witness: Witness:

/sl Steve Allen Isl

Steve Allen Name/Title

Regional Market Development Manager
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HOLDING COMPANY ADDENDUM TO SUBARU DEALERSHIP AGREE MENT

This Addendum is made this 16th day of October8199 and between Camp Automotive, Inc. ("Dealariy) Subaru of America,
Inc./Western Region ("Distributor").

WHEREAS, Dealer has submitted to Distributor anligption for the Subaru Dealership Agreement arah&ard Provisions ("Agreement")
in order to operate as an authorized Subaru dealer;

WHEREAS, Dealer is a wholly-owned subsidiary ofhig Motors, Inc. ("Parent Company"), an Oregon oaafion, which is a whollypwned
subsidiary of Lithia Holding Company, LLC ("Holdifgompany"), an Oregon limited liability company;

WHEREAS, Dealer desires to operate as an authoBebdru dealer and has designated Sidney B. Def3deealer Principal and Philip S.
Camp as General Manager.

NOW THEREFORE in consideration of these premisesl€r, Parent Company, and Holding Company ackrigel¢hat Dealer must noti
Distributor in writing prior to any change in thevoership of Dealer and/or Parent Company and poiany change in Dealer Principal anc
General Manager.

Definition: Dealer Principal - The individual des@fed by Dealer, as approved by Distributor, tcehgale authority and responsibility in the
conduct of all Subaru business dealings betweetteDaad Distributor.

Definition: General Manager - The individual desitgd by Dealer, as approved by Distributor, to cahthe day-taday operations of Deal

1. Following natification to Distributor of propode&hanges, Distributor will require certain docutation for its review and approval of any
change. Distributor will reasonably provide appilavachanges following satisfactory receipt andiegwof the required documentation.
Changes in Dealer Principal or General Manager satsfy Distributor's then current requirementseamew dealer applicant.

2. Furthermore, Parent Company and/or Holding Cawagree never to seek or obtain:

More than two (2) Agreements within the same NielSeation Index Designated Market Area as definethb A.C. Nielsen Company; or
More than four (4) Agreements within the same [bstior; or

More than twelve (12) Agreements within SOA's entirea of distribution.

3. Dealer, Parent Company, and Holding Companyeatiia their failure to abide by one or more ofrlsguirements set forth in paragraphs 1
and 2 of this Addendum shall constitute a matdmiahch of the Agreemer
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4. Dealer agrees to voluntarily terminate the Agrest, in writing, immediately upon Distributor'steiemination of Dealer's material breacl
the Agreement. If Distributor does not find suffiot cause to permit Dealer to immediately corraoigerial breach of the Agreement, Dealer

will surrender all Subaru assets to Distributoaequisition cost within a period of no more thaintyh(30) days following Distributor's
acceptance of Dealer's resignation.

5. This Addendum is not intended to confer anytrigknefit or claim upon any person or entity ottii@n Dealer or Distributor.
6. Except as modified by this Addendum, all terom)ditions and provisions of the Agreement shafiaim in full force and effect.

IN WITNESS WHEREOF the parties have hereunto st gignatures on the date first herein above enitt

SUBARU OF AMERICA, INC./ CAMP AUTOM OTIVE, INC.
WESTERN REGION SPOKANE, W A

By: By:

/sl Tim Parzybok /sl Sidney B. DeBoer
Tim Parzybok Sidney B. DeBoer
Regional Vice President President
Witness: Witness:

/sl Steve Allen Isl

Steve Allen Name/Title

Regional Market Development Manager
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EXHIBIT 21

List of Subsidiaries

. Lithia Financial Corporation

. Lithia Rentals, Inc.

. Lithia Auto Services, Inc.

. Lithia Real Estate, Inc.

. Lithia Aircratft, Inc.

. Lithia MTLM, Inc.

. LGPAC, Inc.

. Lithia DM, Inc.

. Saturn of Southwest Oregon, Inc.

. Lithia HPI, Inc.

. Lithia DE, Inc.

. Lithia Chrysler Plymouth Jeep Eagle, Inc.
. Lithia BNM, Inc.

. Lithia TLM, L.L.C.

. Lithia Dodge, L.L.C.

. Lithia's Grants Pass Auto Center, L.L.C.
. Hutchins Imported Motors, Inc.

. Hutchins Eugene Nissan, Inc.

. Lithia BB, Inc.

. Lithia CIMR, Inc.

. Lithia DC, Inc.

. Lithia FMF, Inc.

. Lithia FN, Inc.

. Lithia FVHC, Inc.

. Lithia JEB, Inc.

. Lithia JEF, Inc.

. Lithia MMF, Inc.

. Lithia NB, Inc.

. Lithia NF, Inc.

. Lithia TKV, Inc.

. Lithia TR, Inc.

. Lithia VWC, Inc.

. Lithia Auto Services of California, Inc.
. Camp Automotive, Inc.

. Lithia SALMIR, Inc.

. Lithia VS, LLC

. Lithia Properties, LLC

. Medford Reinsurance Company, Ltd.
. Lithia Reinsurance Company, L



EXHIBIT 23
CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Lithia Motors, Inc. and Subsidiaries

We consent to incorporation by reference in théstegfion statements (Nos. 333-45553 and 333-435%3,69167, 333-69169 and 333-
69225) on Form S-8 of Lithia Motors, Inc. of oupoet dated February 19, 1999, relating to the cliatestied balance sheets of Lithia Motors,
Inc. and Subsidiaries as of December 31, 1998 8Ad,1and the related consolidated statements ohtipes, changes in shareholders' eq
and cash flows for each of the years in the thes-period ended December 31, 1998, which reppeas in the December 31, 1998 annual
report on Form 10-K of Lithia Motors, Inc.

KPMG PEAT MARWICK LLP

Portland, Oregon,
March 30, 199¢



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

YEAR
DEC 31 199
JAN 01 199
DEC 31 199

20,87¢

0
25,17«
714
157,45!
204,19t

36,84(

3,907
294,39¢
150,64:

49,56

0
0
71,38
19,97¢
294,39¢
608,97!
714,74(
557,30:
599,37¢
88,657
20€

9,84:

17,78:

6,99:

10,78¢
0

0

0
10,78¢
1.1¢
1.14



EXHIBIT 99
RISK FACTORS

The following summarizes certain risks which Litkimanagement believes are specific to its busiffégse should not be viewed as
including all risks to Lithia.

LITHIA OPERATING RESULTS ARE AFFECTED BY SEASONALIT Y AND THE TIMING OF ITS ACQUISITIONS.

Lithia's business is seasonal with a disproport@amount of sales occurring in the second and tjuarters. Further, Lithia incurs a
significant amount of training and integration @gpon the acquisition of each new dealership. Atingly, due to such seasonality and the
timing and frequency of acquisitions, Lithia wikély experience quarter-to-quarter fluctuationgtisnoperating results. See "Management's
Discussion and Analysis of Financial Condition &®bults of Operations" and "Selected Consolidateart@rly Financial Data."

FUTURE FUNDING WILL BE NEEDED TO FINANCE FUTURE ACRQISITIONS. Acquisitions of additional dealershipélwequire
substantial capital investment and could have @ifsignt impact on Lithia's financial position angderating results. Any such acquisitions
may involve the use of cash generated through Gipasafrom borrowings or from the issuance of dabéquity securities, either in the
public market or to sellers. The use of any finag@ource could have the effect of reducing thespare earnings of Lithia. Future
acquisitions will likely result in the accumulatiof additional goodwill and intangible assets, whieould result in higher amortization
charges to Lithia, and could also reduce earnings.

NEW ACQUISITIONS REQUIRE THE CONSENT OF MANUFACTURE RS.

Lithia is required to obtain consent from eachwafe manufacturer prior to the acquisition of aldeship franchise. In determining whethe
approve an acquisition, a manufacturer considersyrfactors including the financial condition andrmwship structure of the applicant, the
number of dealerships owned by the company anddah®wany's performance with those dealerships. Magbr manufacturers have now
established limitations on the acquisition of neanthisee locations. These include limitations on:

- the total number of such manufacturers' dealpsstiiat may be acquired by a company;
- the number of dealerships that may be acquireshynmarket or region;

- the percentage of total sales that may be cdettdly one dealer group;

- the ownership of contiguous dealerships;

- the dualing of a franchise with any other brantheut consent; and

- the frequency of acquisitions

Lithia's ability to meet manufacturer's requirensefiotr acquisitions in the future will have a dirbetaring on its ability to complete
acquisitions and continue its growth strategy. Bsezof the public ownership structure of Lithia,ragement does not believe it could secure
approval to acquire any new Saturn, Honda or Adeierships without a change in the current pdiofethe manufacturer or the granting of
ownership interests in the subsidiary operatingridezidual dealerships to the designated dealiecjal.

1



In determining whether to approve an acquisitiorLiblyia, a manufacturer also considers factors saiscthe company's past performance as
measured by the manufacturer's customer satisfeictoex ("CSI") scores and sales performance atohgpany's existing franchises. At any
point in time, a small percentage of Lithia's fraises will have CSI scores below the manufactusails's zone averages or achieved sales
performances below the target set by the manufarctBailure to maintain satisfactory CSI scores sadds performance goals may adversely
affect Lithia's ability to complete additional agsjtions.

LITHIA IS DEPENDENT ON ITS CURRENT KEY PERSONNEL AN D ITS SUCCESS IN ATTRACTING ADDITIONAL
MANAGEMENT PERSONNEL.

Lithia's success will depend largely on the effartsl abilities of its senior management, partidyl8idney B. DeBoer, Lithia's Chairman and
Chief Executive Officer, M. L. Dick Heimann, LitH&aPresident and Chief Operating Officer, and RudBard Gray, Lithia's Executive Vice-
President. Lithia does not have employment or ramjete agreements with any of its key managemesbpeel. Further, Mr. DeBoer and
Mr. Heimann are identified in Lithia's dealershiprfchise agreements as the individuals who cotiteofranchises and upon whose financial
resources and management expertise the manufabtwveselied upon when awarding such franchises.ld$s of either of those individuals
could materially adversely affect Lithia's on-goigationship with its vehicle manufacturers. SBasiness--Relationships with Automobile
Manufacturers."

In addition, Lithia places substantial respondipitin the general managers of its dealershipshfoptofitability of such dealerships. Lithia |
increased its number of dealerships from 7 in Ddeam 996 to 28 as of March 1999. This rapid expanbkas resulted in the need to hire
additional managers and, as Lithia continues t@eapthe need for additional experienced manag#rbecome even more critical. Many
dealerships are offered for sale to enable the owiamager to retire. These potential acquisitiorsvéable to Lithia only if replacement
management can be retained. The market for quilifemeral mangers is highly competitive. The Iddh@ services of key management
personnel or the inability to attract additionabbiied managers could have a material adversetefie Lithia's business and the execution of
its growth strategy.

LITHIA NEEDS TO IMPROVE OPERATIONS IN SOME DEALERSRS IT ACQUIRES. Lithia sometimes acquires dealpskvith net
profit margins which are materially below the itstbrical average net profit margin. In order toimi@in its current net profit margin and to
make the acquisitions profitable, Lithia needsuecessfully install new management and sales tei@ms in the dealership. No assurance can
be given that Lithia will be able to improve thefitability of those dealerships.

LITHIA IS DEPENDENT ON FUTURE ACQUISITIONS FOR ITS GROWTH.
The U.S. automobile industry is considered a mandastry in which minimal growth is expected intwsales of new vehicles. Accordingly,
a principal component of Lithia's growth in salesd make additional acquisitions in its existimgl maew geographic markets.

Lithia's future growth and financial success wél tlependent upon a number of factors includinghthty to identify acceptable acquisition
candidates, negotiate favorable terms, obtain dinsent of automobile manufacturers, hire and padfiessional management and sales
personnel at each new dealership, and promptlypeafitably integrate the acquired operation inte tompany. See "Business Growth
Strategy.”
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