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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended: December 31, 2002
OR

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
Commission File Number: 000-21789

LITHIA MOTORS, INC.

(Exact name of registrant as specified in its @rart

Oregon 93-057281C
(State or other jurisdiction of incorporation (I.LR.S. Employer
or organization Identification No.)
360 E. Jackson Street, Medford, Orego 97501
(Address of principal executive office (Zip Code)

541-776-6899

(Registrant’s telephone number including area code)

Securities registered pursuant to Section 12(heRct:
Class A common stock, without par value

Securities registered pursuant to Section 12(¢ghe@#ct:None
(Title of Class)

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Sectid or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the Registrant was reduadile such reports), and (2) has been
subject to such filing requirements for the pasta@s: Yes [X] No| ]

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of Registrant’s knowledgeldfinitive proxy or information statements incorated by reference in Part Il of this
Form 10-K, or any amendment to this Form 10-K. [ ]

Indicate by check mark whether the Registrant ia@relerated filer (as defined in Rule 12b-2 ofAltd). Yes [X] No [ ]

The aggregate market value of the voting and ndimg@ommon equity held by non-affiliates of thegi&trant was $212,850,706, computed
by reference to the last sales price ($26.92) parted by the New York Stock Exchange for the Regig's Class A common stock, as of the
last business day of the Registrant’s most receutigpleted second fiscal quarter (June 28, 2002).

The number of shares outstanding of the Regissa@atnmon stock as of March 20, 2003 was: Clas#/5P,448 shares and Class B:
3,762,231 shares.

Documents Incorporated by Reference



The Registrant has incorporated into Part Il offfd0-K, by reference, portions of its Proxy Stagairfor its 2003 Annual Meeting of
Shareholders.
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PART I
Item 1. Business
Forward Looking Statements and Risk Factors

Some of the statements under the sections entRis#t Factors,” “Management’s Discussion and Anelyaf Financial Condition and Results
of Operations” and “Business” and elsewhere in Buen 10-K constitute forward-looking statementssbme cases, you can identify
forward-looking statements by terms such as “mayill,” “should,” “expect,” “plan,” “intend,” “forecast,” “anticipate,” “believe,”
“estimate,” “predict,” “potential,” and “continuedr the negative of these terms or other comparebheinology. The forward-looking
statements contained in this Form 10-K involve kn@md unknown risks, uncertainties and situatibasnay cause our actual results, level
of activity, performance or achievements to be migtg different from any future results, levels adtivity, performance or achievements
expressed or implied by these statements. Sonteedftportant factors that could cause actual resaldiffer from our expectations are
discussed in Exhibit 99.3 to this Form 10-K.

” o ” o« ” . ” o« ” o

Although we believe that the expectations refledteithe forwardlooking statements are reasonable, we cannot gearéuture results, leve
of activity, performance or achievements. You stmdt place undue reliance on these forward-looktatements.

Where You Can Find More Information

We file annual, quarterly and special reports, pretatements and other information with the Selmsrind Exchange Commission (“SEC”)
under the Securities Exchange Act of 1934 as ante(ile “Exchange Act”). You can inspect and copy reyports, proxy statements, and
other information filed with the SEC at the officafsthe SEC’s Public Reference Rooms in Washindib€,., New York, New York and
Chicago, lllinois. Please call the SEC at 1-800-SB30 for further information on the Public RefererRooms. The SEC maintains an
Internet Web site at http://www.sec.gov/ where gan obtain most of our SEC filings. In additionuyean inspect our reports and other
information at the offices of the New York StockdBange at 20 Broad Street, New York, NY 10005. WWe make available free of charge
on our website at www.lithia.com our annual reportForm 10-K, quarterly reports on Form 10-Q, carreports on Form 8-K, and
amendments to those reports filed or furnishedyansto Section 13(a) or 15(d) of the Exchangeaicsoon as reasonably practicable after
they are filed electronically with the SEC. You @dso obtain copies of these reports by contadtimgstor Relations at 541-776-6591.

Overview

We are a leading operator of automotive franchésekretailer of new and used vehicles and servikgsf March 14, 2003, we offered 24
brands of new vehicles through 132 franchises ist@fes in the western United States and oventieeriet. As of March 14, 2003, we
operate 17 stores in Oregon, 12 in California,Ml@ashington, 7 in Texas, 6 in Idaho, 6 in Colotraglm Nevada, 3 in South Dakota, 3 in
Alaska and 2 in Nebraska. We sell new and usedagatdight trucks; sell replacement parts; prowidhicle maintenance, warranty, paint and
repair services; and arrange related financingiasutance for our automotive customers. Over 75%uofstores are located in cities where
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our store does not compete directly with any off@rchised dealers selling the same brand.

We achieve gross margins above industry averageslbigg a higher ratio of retail used vehiclesigv vehicles and by arranging finance
extended warranty contracts for a greater percerahgur customers. In 2002, we achieved a grosgimaf 15.8%.

We were founded in 1946 and incorporated in 1968.t@o senior executives have managed the companydre than 30 years. Since our
initial public offering in 1996, we have grown frabnto 71 stores, primarily through an aggressivgiesition program, increasing annual
revenues from $143 million in 1996 to $2.4 billin2002. In addition, since our initial public offeg through December 31, 2002, we have
achieved average annual growth rates of 66% perfgeeevenues, 59% per year for net income and gB#year for earnings per share,
together with a 4.4% average annual same stors isaieease.

The Industry

At approximately $1.0 trillion in annual sales, @ubtive retailing is the largest retail trade seatadhe United States and comprises roughly
10% of the GDP. The industry is highly fragmentdathwhe 100 largest automotive retailers generadimgroximately 16% of total industry
revenues in 2001. The number of franchised staaiegikclined significantly since 1960 from more tB&000 stores to approximately 22,(
in 2001. In the U.S., vehicles can be purchaseu fpproximately 22,000 franchised dealers, 53,688pendent used vehicle dealers, or
through casual (person to person) transactions. Whicles can only be sold through automotive rstares franchised by auto
manufacturers. These franchise stores have desiiraide territories under state franchise lawegmtain, which limits the number of new
stores that can be opened in any given area.

Consolidation is expected to continue as many gmalitomotive retailers are now considering selingining forces with larger retailer
groups, given the large capital requirements nacgds operate in today’s retail environment. Witany owners reaching retirement age,
often without clear succession plans, larger, waplitalized automotive retailers provide an attvacexit strategy. We believe these factor
conjunction with an uncertain economy, provide t@iraative environment for continuing consolidation.

Unlike other retailing segments, automotive mantufiss provide unparalleled support to the autoveatétailer. Manufacturers often bear
the burden of markdown risks on slow-moving inveptas they provide aggressive dealer and custameentives to clear aged inventory in
order to free the inventory pipeline for new pursds In addition, an automotive retailer’s castegtment in inventory is relatively small,
given floorplan financing from manufacturers. Fertinore, manufacturers provide law@st financing for working capital and acquisiticargd
credit to consumers to finance vehicle purchasesal as pay retail prices to their dealers favising vehicles under manufacturers’
warranties.

Sales in the automotive sector are affected byrgéreonomic conditions including rates of employtnécome growth, interest rates and
general consumer sentiment.
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New vehicle sales usually decline during a weakheowy; however, the higher margin service and gartsness typically benefits in the sa
environment because consumers tend to keep theitles longer. Strong sales of new vehicles inmegears have provided a population of
vehicles for future service and parts revenuesoative retailers benefit from their designatioraasexclusive warranty and recall service
provider of a manufacturer. For the typical mantifeer’s warranty, this provides an automotive fetaiith a period of at least 3 years of
repeat business for service covered by warrantieriebed warranties can add two or more years taépisat servicing period.

Automotive retailers’ profitability varies widelynd depends in part on product mix, effective manege of inventory, marketing, quality
control and responsiveness to customers. Histtyjazdw vehicles account for an estimated 60% dbigiry revenues, but only 35% of gross
profits. The remaining 40% of revenues are derfvexh used vehicles sales (26%), service and pa@&J and finance and insurance (4%),
which combine to contribute 65% of the sector’ssgrprofits. Gross margins on new vehicles typicallgrage approximately 8.5%, versus
11.3% for retail used vehicles. The differencerimprily a function of the non-comparability amonged vehicles and lack of standardized
pricing.

Automotive retailers have much lower fixed overheadts than automobile manufacturers and partdisuppvariable and discretionary
costs, such as sales commissions and personneltiathg and inventory finance expenses, can beséeti to match new vehicle sales.
Variable and discretionary costs account for ameded 60-65% of the industry’s total expenses.ddwer, an automotive retailer can
enhance its profitability from sales of higher mangroducts and services. Gross margins for thts@end service business are significantly
higher at approximately 48%, given the labor-intem®ature of the product category. Gross margingimiance and insurance are virtually
100% as they are fee driven income items. Thesglemental, high margin products and services pmsigbstantial incremental revenue and
net income, decreasing the reliance on the highitgypetitive new vehicle sales.

Store Operations

Each store is its own profit center and is mandnedn experienced general manager who has prireaponsibility for inventory,
advertising, pricing and personnel. In order toviie additional support for improving performanea make available to each store a tea
specialists in new vehicle sales, used vehiclesséileance and insurance, service and parts, aclddffice administration.
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The following tables set forth information abourt atores:

Percent of

Number of Number of Total Revenue
State Stores Franchises in 2002
Oregon 17 36 19%
California 12 20 18
Washingtor 10 18 16
Coloradao 6 14 12
Texas 15 12
Idaho 6 10 8
Nevads 5 8 5
South Dakotz 3 3 4
Alaska 3 5 3
Nebraske 2 2 3
Total 71 132 10(%
| | |
Year
Opened/
Location Store Franchises Acquired
CALIFORNIA
Concord Lithia Dodge of Concor: Dodge, Dodge Truc 1997
Lithia Ford of Concort Ford 1997
Lithia Volkswagen of Concor Volkswager 1997
Fresnc Lithia Ford of Fresnt Ford 1997
Lithia Nissan Hyundai of Fresr Nissan, Hyunda 1998
Lithia Mazda Suzuki of Fresr Mazda, Suzuk 1997
Napa Lithia Ford Lincoln Mercury of Nap  Ford, Lincoln, Mercury 1997
Redding Lithia Chevrolet of Reddin Chevrolet 1998
Lithia Toyota of Reddiny Toyota 1998
Vacaville Lithia Toyota of Vacaville Toyota 1996
Burlingame Lithia Chrysler Jeep Dodge of Chrysler, Dodge, Dodge Truck, Jeep 2002
Burlingame
Salinas Chevrolet of Salina Chevrolet 2003
OREGON
Eugene Lithia Dodge of Eugen Dodge, Dodge Truc 1996
Lithia Nissan of Eugen Nissan 1998
Saturn of Eugen Saturn 2000
Grants Pas Lithia's Grants Pass Auto Cen Dodge, Dodge Truck, Chrysler, Je Pre-IPO
Klamath Falls Lithia Klamath Falls Auto Cente Toyota, Dodge, Dodge Truck, Chrysler, Ji 1999
Medford Lithia Chrysler Jeep Dodc Dodge, Dodge Truck, Chrysler, Je Pre-IPO
Lithia Honda Honda Pre-IPO
Lithia Lincoln Mercury Suzuki Mazc Lincoln, Mercury, Mazda, Suzul Pre-IPO
Lithia Nissan Nissan 1998
Medford BMW BMW 1998
Lithia Toyota Toyota Pre-IPO
Lithia Volkswager Volkswager Pre-IPO
Saturn of Southwest Oreg: Saturn Pre-IPO
Oregon City (Portlanc Lithia Subaru of Oregon Cit Subaru 2002
Roseburg Lithia Ford Lincoln Mercury of Ford, Lincoln, Mercury 1999
Roseburg
Lithia Chrysler Jeep Dodge of Dodge, Dodge Truck, Chrysler, Jeep 1999
Roseburg
Springfield (Eugene  Lithia Dodge of Springfielc Toyota 1998
COLORADO
Aurora (Denver’ Lithia Dodge of Cherry Cree Dodge, Dodge Truc 1999
Lithia Colorado Chrysler Jee Chrysler, Jee 1999
Colorado Spring Lithia Colorado Springs Jeep Chrys Jeep, Chrysle 1999
Englewood (Denver  Lithia Centennial Chrysler Jex Chrysler, Jee 1999
Fort Collins Lithia Foothills Chrysler Hyundz Dodge, Dodge Truck, Chrysler, Hyundai, J 1999



Thornton (Denver Lithia Volkswagen of Thornto Volkswager 2002
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Year
Opened/
Location Store Franchises Acquired
WASHINGTON
Bellevue (Seattle Chevrolet Hummer of Bellevt Chevrolet 2001
Hummer 200z
Issaquah (Seattl Chevrolet of Issaqua Chevrolet 2001
Kennewick Honda of Tr-Cities Honda 200(
Lithia Dodge of Tr-Cities Dodge, Dodge Truc 199¢
Renton Lithia Chrysler Jeep Dodge of Rent  Chrysler, Jeep, Dodge, Dodge Trt 200c
Lithia Hyundai of Rentol Hyundai 200z
Richland Lithia Ford of Tr-Cities Ford 200(
Seattle BMW Seattle BMW 2001
Spokane Lithia Camp Chevrole Chevrolet, Cadillas 199¢
Lithia Camp Import: Subaru, BMW, Volvc 199¢
IDAHO
Boise Lithia Ford of Boise Ford 200(
Chevrolet of Boist Chevrolet 199¢
Lithia Lincoln-Mercury Isuzu of Bois  Lincoln, Mercury, Isuzt 199¢
Caldwell Chevrolet of Caldwel Chevrolet 2001
Pocatellc Honda of Pocatell: Honda 2001
Lithia Chrysler Dodge Hyundai of Chrysler, Dodge, Dodge Truck, Hyundai 2001
Pocatellc
NEVADA
Reno Lithia L/M/Audi Isuzu of Renc Audi, Lincoln, Mercury, Isuzi 1997
Lithia Reno Hyunda Hyundai 1997
Lithia Reno Subar Subaru 199¢
Lithia Volkswagen of Ren Volkswager 199¢
Sparks Lithia Sparks (satellite of Lithia Ren Suzuki, Lincoln, Mercury, Isuz 1997
SOUTH DAKOTA
Sioux Falls Chevrolet of Sioux Fall Chevrolet 200(
Lithia Dodge of Sioux Fall Dodge 2001
Lithia Subaru of Sioux Fall Subaru 200(
ALASKA
Anchorage Lithia Chrysler Jeep of Anchoray Chrysler, Jee 2001
Lithia Dodge of South Anchorag Dodge, Dodge Truc 2001
Lithia Hyundai of Anchorag Hyundai 200z¢
TEXAS
San Angelo All American Chrysler Jeep Dodge of Dodge, Dodge Truck, Jeep, Chrysler 200z
San Angelc
Honda of San Angel Honda 200z
All American Chevrolet of San Chevrolet 200z
Angelo
Odessa All American Chrysler Jeep Dodge of Dodge, Dodge Truck, Jeep, Chrysler 200z
Odess:
All American Chevrolet of Odes: Chevrolet 200z
Midland All American Dodge-Hyundai of Dodge, Dodge Truck, Hyundai 200z
Midland
All American Chevrolet of Midlan Chevrolet 200z
NEBRASKA
Omahas Lithia Ford of Omabhi Ford 200z
Mercede-Benz of Omabhi Mercedes 200z
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New Vehicle Sale

In 2002, we sold 24 domestic and imported brandging from economy to luxury cars, sport utilityhiges, minivans and light trucks.

Percent of
New
Percent of Vehicle
Total Sales in
Manufacturer Revenue 2002
DaimlerChrysler (Chrysler, Dodge, Jeep, Dodge Ts) 18.8% 35.1%
General Motors (Chevrolet, Satul 11.¢ 21.4
Ford (Ford, Lincoln, Mercury 7.2 134
Toyota 4.t 8.3
BMW 2.4 4.4
Volkswagen, Aud 2.2 4.C
Subaru 1.7 3.1
Honda 1kt 2.8
Hyundai 14 2.€
Nissan 1.2 2.3
Mazda 0.t 1.C
Suzuki 0.2 0.5
Mercedes 0.2 0.5
Isuzu 0.2 0.3
Kia 0.1 0.2
Volvo 0.1 0.1
54.(% 100.(%
| I
Our unit and dollar sales of new vehicles wereoHies:
Year Ended December 31,
1998 1999 2000 2001 2002
New vehicle unit: 17,70¢ 28,64 37,23( 39,87¢ 49,50¢
New vehicle sales (in thousant $388,93: $674,45: $899,65¢ $993,63! $1,284,65
Average selling pric $ 21,96« $ 23,54t $ 24,16¢ $ 24,91¢ $ 25,95

We purchase our new car inventory directly from ofanoturers, who allocate new vehicles to storesthas the number of vehicles sold by
the store on a monthly basis and by the store’«etarea. We attempt to exchange vehicles withr@b®motive retailers to accommodate
customer demand and to balance inventory.

We post the manufacturer’s suggested retail pNt®8RP) on every vehicle, as required by law. We tiatmthe final sales price of a new
vehicle individually with the customer, selling nyavehicles at a special marketing offered pricéechlPromo Price,” which is less than
MSRP.

Used Vehicle Sales
At each new vehicle store, we also sell used vekidlVe employ a used vehicle manager at eachdocati

Retail used vehicle sales are an important pastiobverall profitability. In 2002, retail used \ele sales generated a gross margin of 12.5%
compared with a gross margin of 8.5% for new vehsales.
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Our used vehicle operation gives us an opportunity

. generate sales to customers financially unablenailling to purchase a new vehicl
. increase new and used vehicle sales by aggresgiuedying customer tra-ins; and

. increase service contract sales and provide fingnto used vehicle purchase

We currently sell approximately 0.85 retail usetliekes for every new vehicle sold, compared toa@el industry average ratio of
approximately 0.77 to 1.

In addition to selling late model used cars, astther new vehicle dealers, our stores emphasies sélused vehicles three to ten years old.
These vehicles sell for lower prices, but genegagater margins. We believe that selling a largenlber of used vehicles makes us less
susceptible to the effects of changes in the volafmeew vehicle sales that result from economiocditions.

We acquire most of our used vehicles through custdrade-ins, but we also buy them at “closed” ianst attended only by new vehicle
automotive retailers with franchises for the braaofisred. These auctions offer off-lease, rental fiet vehicles. We also buy used vehicles
at “open” auctions of repossessed vehicles andle=hbeing sold by other automotive retailers.

In addition to selling used vehicles to retail amsérs, we sell vehicles in poor condition and vielsithat have not sold promptly to other
automotive retailers and to wholesalers.

Our used vehicle sales are as follows:

Year Ended December 31,

1998 1999 2000 2001 2002
Retail used unit 13,64t 23,84( 30,89¢ 36,96( 41,97«
Retail used unit sales (in thousan $174,66: $314,30( $407,60° $497,42¢ $611,95!
Average selling pric $ 12,80( $ 13,18¢ $ 13,19: $ 13,45¢ $ 14,57¢
Wholesale used uni 9,63 13,42: 16,75 18,91¢ 25,307
Wholesale used unit sales (in thousar $ 46,32: $ 62,10° $ 74,60: $ 87,981 $126,19:
Average selling pric $ 4,86( $ 4,62i $ 4,45¢ $ 4,651 $ 4,987
Total used unit: 23,17, 37,26¢ 47,64 55,87¢ 67,28
Total used units sales (in thousan $220,98: $376,40° $482,20¢ $585,41! $738,14¢

Vehicle Financing, Extended Warranty and Insurance

We believe that arranging financing is criticabtar ability to sell vehicles and related produatd aervices. We provide a variety of financ
and leasing alternatives to meet customer neederi@f customer financing on a “same day” basiggius an advantage, particularly over
smaller competitors who do not generate enougls salattract our breadth of financing sources.

Because of greater profit margins from sales darfire and insurance products, we try to arrangading for every vehicle we sell. Our
finance and insurance managers possess extensiwdddye of available financing alternatives ancenee training in determining each
customer’s financing needs so that the customepuaeachase or lease a vehicle. The finance andansermanagers work closely with
financing sources to quickly determine a
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customer’s credit status and to confirm the type @amount of financing available to each customer.

In 2002, we arranged financing for 77% of our nekicle sales and 73% of our retail used vehiclessalompared to the 2001 industry
averages of 55% and 59%, respectively. Our aveiagace and insurance revenue per vehicle tote&é $ 2002 compared to the 2001
industry average of $438.

We receive a portion of the financing charge adrfieeme for each sale we finance. In 2002 and 20@8)y automobile manufacturers have
offered zero percent financing as sales incentiveew vehicle purchasers. Zero percent financéulyices, but does not eliminate, our per
unit fee income from arranging financing, as weeree a fixed payment from the manufacturers in eation with such financing. Many
customers do not qualify for zero percent financeither because of their credit standing or bex#lusy require longer financing terms than
offered for zero percent financing. Incentive fineag programs, including zero percent programsallgwoffer cash rebates as an alternative
to reduced interest rates. A majority of eligiblesmmers elect to receive cash rebates insteateifitive financing, usually using the cash
rebate as a down payment to complete the purctiasaew vehicle with little or no cash out of potk&/e have been able to increase finance
and insurance revenue per vehicle despite zer@pefinancing due to higher penetration of otheafice and insurance products.

We usually arrange financing for customers fronsiulg sources on a non-recourse basis to avoidskefrdefault. During 2002, we directly
financed less than 0.01% of our vehicle sales.

Our finance and insurance managers also markeitplairty extended warranty contracts and insurann&acts to our new and used vehicle
buyers. These products and services yield higtadit pnargins than vehicle sales and contributeificamtly to our profitability. Extended
warranty contracts provide additional coveragen@w vehicles beyond the duration or scope of theufaturer’'s warranty. The service
contracts we sell to used vehicle buyers provideage for certain major repairs.

We also offer our customers third party credit &fed health and accident insurance when they fsmancautomobile purchase and receive a
commission on each policy sold. We also offer offireducts, such as protective coatings and autdmalarms.

Service, Body and Part

Our automotive service, body and parts operatioasa integral part of establishing customer Igyatid contribute significantly to our
overall revenue and profits. We provide parts adise primarily for the new vehicle brands soldduwy stores, but we also service other
vehicles. In 2002, our service, body and partsatpers generated $230.0 million in revenues, %07 total revenues. We set prices to
reflect the difficulty of the types of repair arftetcost and availability of parts.

The service, body and parts businesses providertantaepeat revenues to the stores. We markgiants and service products by notifying
the owners of vehicles purchased at our stores wWianvehicles are due for periodic service. Tgnisourages preventive maintenance rather
than post-breakdown repairs. We offer a lifetimleaad filter service,

9
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which in 2002 was purchased by 31% of our new adi wehicle buyers. This service helps us retastooters, and provides opportunities
for repeat parts and service business. Revenuestfre service, body and parts departments are tamptadturing economic downturns as
owners tend to repair their existing used vehiciiser than buy new vehicles during such periotiss fimits the effects of a drop in new
vehicle sales.

We operate eighteen collision repair centers: themd in Oregon, Idaho and Texas; two each in Sdakota and California; and one each in
Washington, Colorado, Nevada, Alaska and Nebraskawork closely with the automobile insurance comesto provide collision repair
services on claims at preferred rates based ohidfrevolume of business. At our Medford, Oregonyoshop, we provide office space to
casualty insurers to process automobile claimss fibips generate further repair business.

Marketing

We market ourselves as “America’s Car & Truck Stovée use most types of advertising, including v&®en, newspaper, radio, direct mail,
and an Internet web site. Advertising expensephatanufacturer credits, was $17.8 million durir@2, with 46% of the total amount used
for print media, 21% for television, 18% for radiod 15% for direct mail, Internet and other. Weeatise to develop our image as a reput
automotive retailer, offering quality service, atfable automobiles and financing for all buyerse Blutomobile manufacturers pay for many
of our advertising and marketing expenditures. Ma@ufacturers also provide us with market reseavbich assists us in developing our
own advertising and marketing campaigns. In addjttur stores advertise discounts or other promstio attract customers. By owning a
cluster of stores in a particular market, we savaey from volume discounts and other media conorssWe also participate as a member
of advertising cooperatives and associations, whuembers pool their resources and expertise withufiaaturers to develop advertising
campaigns.

We maintain a web site (www.lithia.com) that getesdeads and provides information for our cust@m@fe use the Internet site as a
marketing tool to familiarize customers with usr etores and the products we sell, rather thatoptete purchases. Although many
customers use the Internet to research informatimut new vehicles, nearly all ultimately visittare to complete the sale and take delivery
of the vehicle. Our web site enables a customer to:

. locate our stores and identify the new vehicle tsaspld at each stor
. view new and used vehicle invento

. schedule service appointmer

. view Kelley Blue Book values

. visit our investor relations site; al

. view employment opportunitie

We emphasize customer satisfaction and strive¥eldp a reputation for quality and fairness. Wéntiaur sales personnel to identify an
appropriate vehicle for each of our customers aiftordable price.
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We believe that our “Driving America” customer-arted plan differentiates us from other automotefit stores. “Driving America”
commits us to provide:

. a complimentary credit chec
. a complimentary used vehicle apprai
. a 6(-day/3,000 mile warranty on all used vehicles salt

. a community donation for every vehicle sc
Management Information System

We consolidate, process and maintain financialrimédion, operational and accounting data, and otated statistical information on
centralized computers at our headquarters. We &dwky operational intranet with each store dilgcbnnected to headquarters. Our syst
are based on an ADP platform for the main datal@skjnformation is processed and analyzed utgdizinstomized financial reporting
software from Hyperion Solutions. Senior managencantaccess detailed information from all of owakions regarding:

. inventory;

. cash balance!

. total unit sales and mix of new and used vehidiess
. lease and finance transactio

. sales of ancillary products and servic

. key cost items and profit margins; a

the relative performance of the stor

Each store’s general manager has access to thesiafammation. With this information, we can quigklnalyze the results of operations,
identify trends and focus on areas that requienéitin or improvement. Our management informatisiesn also allows our general
managers to respond quickly to changes in conspneégrences and purchasing patterns, maximizingnsentory turnover.

Our management information system is particularipartant to successfully operating new stores.oMetig each acquisition, we
immediately install our management information egstat each location. This quickly makes finan@akounting and other operational data
easily available throughout the company. With thfermation, we can more efficiently execute ouergiing strategy at the new store.

Franchise Agreements
Each of our store subsidiaries signs a franchiskeater sales and service agreement with each metnuér of the new vehicles it sells.

The typical automobile franchise agreement spectfie locations within a designated market araehath the store may sell vehicles and
related products and perform certain approved sesviThe designation of such areas and the alblwcafinew vehicles among stores are at
the discretion of the manufacturer. Franchise agesd¢s do not guarantee exclusivity within a spediterritory, but do have some protection
under state laws.
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A franchise agreement may impose requirements @sttire with respect to:

. the showroom

. service facilities and equipmel
. inventories of vehicles and par
. minimum working capital

. training of personnel; ar

. performance standards for sales volume and custsatisfaction

Each manufacturer closely monitors compliance #itse requirements and requires each store to soionthly and annual financial
statements. Franchise agreements also grant atlséorigiht to use and display manufacturers’ traals) service marks and designs in the
manner approved by each manufacturer.

Most franchise agreements are generally renewed @fie to five years, and, in practice, have imifefilives. Some franchise agreements,
including those with DaimlerChrysler, have no teration date. Historically, all of our agreementsdbeen renewed and we expect that
manufacturers will continue to renew them in thieife. In addition, state franchise laws limit thetlity of manufacturers to terminate or fail
to renew automotive franchises. Each franchiseesigeat authorizes at least one person to managedies operations. The typical franch
agreement provides for early termination or norevead by the manufacturer upon:

. a change of management or ownership without maturizrcconsent

. insolvency or bankruptcy of the deal

. death or incapacity of the dealer/manay

. conviction of a dealer/manager or owner of certaimes;

. misrepresentation of certain information by theetdealer/manager or owner to the manufact
. failure to adequately operate the st

. failure to maintain any license, permit or authatian required for the conduct of business

. poor sales performance or low customer satisfagtidex scores

We sign master framework agreements with most nzemuifers that impose additional requirements orstares. See Exhibit 99.3 “Risk
Factors” for further details.

Competition

The retail automotive business is highly competitieonsisting of a large number of independentaipes, many of whom are individuals,
families and small retail groups. We compete pritpavith other automotive retailers, both publia@nd privately-held, near our store
locations. In addition, regional and national eartal companies operate retail used car lots fmodis of their used rental cars.

We are larger and have more financial resourcasriast private automotive retailers with which werently compete in most of our
regional markets. We compete directly with retailéte ourselves in our metropolitan markets likener, Colorado, Seattle, Washington
Concord, California. As we enter other marketsmay face competitors that are larger or have adoegeater financial resources. We do
not have any cost
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advantage in purchasing new vehicles from manufauWe rely on advertising and merchandisinggssakpertise, service reputation and
location of our stores to sell new vehicles.

In addition to competition for the sale of vehicle® expect increased competition for the acqoisitif other stores. We have faced only
limited competition with respect to our acquisitaio date, primarily from privately-held automotretailers. Other publicly-owned
automotive retailers with significant capital resmrs may enter our current and targeted markes ametae future.

Regulation

Our business is subject to extensive regulatiopesusion and licensing under federal, state andll@aws, ordinances and regulations. State
and federal regulatory agencies, such as the Dapattof Motor Vehicles, the Occupational Safety bigélth Administration, the EEOC
(Equal Employment Opportunity Commission) and th8.UEnvironmental Protection Agency, have jurigditbver the operation of our
stores, service centers, collision repair shopsatiner operations. They regulate matters such @sutoer protection, workers’ safety and air
and water quality.

Laws also protect franchised automotive retailesmfthe unequal bargaining power held by the mantufars. Under those laws, a
manufacturer may not:

. terminate or fail to renew a franchise without geadse; o

. prevent any reasonable changes in the capitaltstauor financing of a stor

Manufacturers may object to a sale of a store angk of management based on character, finandi&y &lo business experience of the
proposed new operator.

Automotive retailers and manufacturers are alsgestito laws to protect consumers, including sdecbfLemon Laws.”A manufacturer mu:
replace a new vehicle or accept it for a full refumthin one year after initial purchase if:

. the vehicle does not conform to the manufac’s express warranties; a

. the automotive retailer or manufacturer, afterasomable number of attempts, is unable to correetpair the defec

We must provide written disclosures on new vehiofesileage and pricing information. Financing anslurance activities are subject to
credit reporting, debt collection, and insuranaustry regulation.

Our business, particularly parts, service and sioli repair operations, involves hazardous or temlastances or wastes, such as motor oil,
waste motor oil and filters, transmission fluidtiireze, Freon, waste paint and lacquer thinnetitelies, solvents, lubricants, degreasing
agents, gasoline and diesel fuels. Federal, statéogal authorities establishing health and emvitental quality standards regulate the
handling, storage, treatment, recycling and dislpafsiaazardous substances and wastes and remedidttmntaminated sites, both at our
facilities and at sites to which we send hazardwuexic substances or wastes for treatment, reaydr disposal. We are aware of
contamination at certain of our current and forfiaeilities, and we are in the process of conducting
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investigations and/or remediation at some of thpgeperties. Based on our current information, awstsor liabilities relating to such
contamination, other environmental matters or ciamgk with environmental regulations are not exge:¢d have a material adverse effec
our results of operations or financial conditiohefe can be no assurances, however, that (i) additenvironmental matters will not arise or
that new conditions or facts will not develop ie fiuture at our current or formerly owned or opeddicilities, or at sites that we may acq

in the future, or that (ii) these matters, conditi@r facts will not result in a material adverffea on our results of operations or financial
condition.

Employees

As of December 31, 2002, we employed approximaté@$0 persons on a full-time equivalent basis. Eygés in the service and parts
departments at our Dodge, Ford and Volkswagenstor€oncord, California are represented by unafective bargaining agreements. We
believe we have good relationships with our empgsye

Item 2. Properties

Our stores and other facilities consist primarilyaotomobile showrooms, display lots, service fties, eighteen collision repair and paint
shops, rental agencies, supply facilities, autoteddibrage lots, parking lots and offices. We hieur facilities are currently adequate for
our needs and are in good repair. We own somergbraperties, but also lease many properties, ghogifuture flexibility to relocate our
retail stores as demographics change. Most leagesig the option to renew the lease for one oreniesse extension periods. We also hold
some undeveloped land for future expansion.

Item 3. Legal Proceedings

We are a party to litigation that arises in themnalrcourse of our business operations. We do f@Mveethat we are presently a party to any
litigation that will have a material adverse effeatour business or operations.

Item 4. Submission of Matters to a Vote of Securityolders
No matters were submitted to a vote of our shadshelduring the quarter ended December 31, 2
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PART Il
Item 5. Market for Registrant’'s Common Equity and Related Stockholder Matters

Our Class A common stock trades on the New YorklSExchange under the symbol LAD. The followingléapresents the high and low
sale prices for our Class A common stock, as repgavh the New York Stock Exchange Composite Tapedoh of the quarters in 2001 and
2002:

High Low

2001

Quarter 1 $15.0¢F $12.0¢
Quarter 2 21.3¢ 14.0C
Quarter & 19.0¢ 12.5C
Quarter 4 20.7(¢ 11.8¢
2002

Quarter 1 $25.9¢ $17.4C
Quarter 2 31.2C 22.2]
Quarter & 26.6( 16.4z
Quatrter 4 18.4¢ 14.5¢

The number of shareholders of record and approximamber of beneficial holders of Class A commaelstt March 20, 2003 was 1,472
and 3,500, respectively. All shares of Lithia’s €& common stock are held by Lithia Holding ComplahC.

We have never declared or paid any cash dividendsiocommon stock and we have no definite plagstoa dividend at any time in the
future. We intend to retain future earnings forwsigions and operations. The payment of any divit¥eis subject to the discretion of our
Board of Directors.

Item 6. Selected Financial Data

Year Ended December 31,

(In thousands, except per share amounts) 1998 1999 2000 2001 2002

Consolidated Statement of Operations Datz

Revenues
New vehicles $388,93: $ 674,45 $ 899,65¢ $ 993,63! $1,284,65
Used vehicle! 220,98. 376,40° 482,20¢ 585,41! 738,14¢
Service, body and par 72,21¢ 120,72. 164,00: 187,72! 229,97(
Finance and insurant 24,79¢ 44,46 55,01¢ 65,81t 81,06¢
Fleet and othe 7,81z 26,61« 57,72 40,59¢ 43,11¢
Total revenue 714,74 1,242,65! 1,658,61 1,873,18! 2,376,96!
Cost of sale: 599,37¢ 1,043,37. 1,391,04: 1,566,71: 2,002,15
Gross profit 115,36: 199,28t 267,56¢ 306,47! 374,80
Selling, general and administrati 85,18¢ 146,38: 195,50( 239,04 296,13
Depreciation and amortizatic 3,46¢ 5,57: 7,60t 9,27¢ 7,81z
Income from operation 26,70 47,33: 64,46 58,15¢ 70,85:
Floorplan interest expen: (7,109 (11,109 (17,729 (14,49 (11,289
Other interest expen: (2,735 (4,250 (7,917 (7,822 (6,115
Other income (expense), r 921 74 71€ (410 (683)
Income before income tax 17,78: 32,05 39,53t 35,42¢ 52,76¢
Income tax expens (6,999 (12,877 (15,227 (13,67Y) (20,450)
Net income $ 10,78¢ $ 19,17 $ 24,31 $ 21,75¢ $ 32,31¢
| | | | |
Basic net income per she $ 1.1¢ $ 1.67 $ 1.7¢ $ 1.62 $ 1.8¢
I | | | |
Shares used in basic net income per s 9,147 11,50¢ 13,65: 13,37: 17,23
| | | | |

Diluted net income per sha $ 1.14 $ 1.6C $ 1.7¢ $ 1.6C $ 1.84



Shares used in diluted net income per s

9,47(C

1

11,99¢
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As of December 31,

(In thousands) 1998 1999 2000 2001 2002

Consolidated Balance Sheet Dat¢

Working capital $ 53,65: $ 74,99¢ $ 98,917  $104,83: $126,30¢
Inventories 157,45! 268,28: 314,29( 275,39¢ 445,90¢
Total asset 294,39¢ 506,43: 628,00: 662,94« 942,04¢
Flooring notes payabl 129,16° 243,90: 314,13 280,94° 427,63!
Current maturities of lor-term debr 8,14: 7,132 5,34z 10,20: 4,46¢
Long-term debt, less current maturiti 36,42( 38,41 72,58¢ 95,83( 104,71.
Total stockholder equity 91,51 155,63t 181,77! 203,49° 319,99¢

Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Overview

We are a leading operator of automotive franchésekretailer of new and used vehicles and servikgsf March 14, 2003, we offered 24
brands of new vehicles through 132 franchises ist@fes in the western United States and oventigeriet. As of March 14, 2003, we
operate 17 stores in Oregon, 12 in California,Ml@®ashington, 7 in Texas, 6 in Idaho, 6 in Coloraglm Nevada, 3 in South Dakota, 3 in
Alaska and 2 in Nebraska. We sell new and usedagatdight trucks; sell replacement parts; prowidhicle maintenance, warranty, paint and
repair services; and arrange related financingiasutance for our automotive customers.

During an economic downturn, customers tend td shifards the purchase of more reasonably pricedvedicle models or used vehicles.
Many customers decide to delay purchasing a nevcleehind instead repair existing vehicles. In additmanufacturers typically offer
increased dealer and customer incentives durirecanomic downturn in order to support new vehiales volume. These factors lead to |
volatility in earnings for automobile retailers thior automobile manufacturers or auto parts sepgli

Historically, new vehicle sales have accountedafmroximately 50% to 55% of our total revenuesless than 30% of total gross profit. We
emphasize sales of higher margin products, whicleigge over 70% of our gross profits.

Our revenues and gross profit by product line vesréollows for 2002 and 2001:

Percent of Gross Percent of Total
2002 Total Revenues Margin Gross Profit
New vehicles 54.(% 8.5% 29.(%
Retail used vehicled) 25.7 12.¢ 20.2
Service, body and par 9.7 48.C 29.k
Finance and insurané® 34 99.4 21.F
Fleet and othe 1.8 2.1 0.2

(1) Excludes wholesale used vehicle sales, repregphtii% of total revenues, and a reduction in gnoasgin of 0.7%.

(@ Reported net of administration fees and antieipagancellations.

Percent of Gross Percent of Total
2001 Total Revenues Margin Gross Profit
New vehicles 53.(% 9.C% 29.2%
Retail used vehicldd) 26.€ 13.2 21.2
Service, body and par 10.C 46.5 28.t
Finance and insurané@ 3.5 98.¢ 21.2
Fleet and othe 2.2 2.8 0.4

(1) Excludes wholesale used vehicle sales, repregpatv % of total revenues, and a reduction in gnoasyin of 0.7%.

(1)  Reported net of administration fees and antieigpatncellations.
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In 2002, we reclassified documentation fees framarfice and insurance income to new and used vebi@aue, as appropriate, in order to
bring our reporting in line with industry practicehe resulting effect was a reduction of approxeha$100 per vehicle of finance and
insurance income and an increase in new and teted vehicle gross margins of between 20 and 56 pamts. Accordingly, the finance and
insurance sales per retail unit, revenue by proliluetand gross margin percentage disclosures lbe®e recalculated for prior periods to be
consistent with the 2002 presentation. Net incorae mot affected by this reclassification.

The following table sets forth selected condengeahtial data for Lithia expressed as a percentégtal revenues for the periods indicated
below.

Lithia Motors, Inc. () Year Ended December 31,
2000 2001 2002
Revenues
New vehicles 54.2% 53.(% 54.(%
Used vehicle! 29.1 31.: 31.1
Service, body and par 9.¢ 10.C 9.7
Finance and insurant 3.3 8. 34
Fleet and othe 3.t 2.2 1.8
Total revenue 100.(% 100.(% 100.(%
Gross profit 16.1 16.4 15.¢
Selling, general and administrative exper 11.¢ 12.¢ 12.t
Depreciation and amortizatic 0.t 0.t 0.3
Income from operatior 3.9 3.1 3.C
Floorplan interest expen: 1.1 0.8 0.t
Other interest expen: 0.5 0.4 0.3
Other income, ne 0.C 0.C 0.C
Income before income te 2.4 1.¢ 2.2
Income tax expens 0.¢ 0.7 0.¢
Net income 1.5 1.2 14

(1)  The percentages may not add due to rounding.

Results of Operations — 2002 Compared to 2001

Year Ended
December 31, %
Increase Increase
2001 2002 (Decrease) (Decrease)
Revenues

New vehicle sale $ 993,63 $1,284,65 $291,02: 29.2%
Used vehicle sale 585,41! 738,14¢ 152,73« 26.1
Service, body and par 187,72! 229,97( 42,24 22.5
Finance and insurani 65,81¢ 81,06¢ 15,25: 23.2
Fleet and othe 40,59¢ 43,11¢ 2,51¢ 6.2
Total revenue 1,873,18: 2,376,96! 503,77 26.¢
Cost of sale: 1,566,71. 2,002,15 435,44 27.¢
Gross profit 306,47! 374,80: 68,32¢ 22.:
Selling, general and administrati 239,04 296,13 57,09t 23.¢
Depreciation and amortizatic 9,27¢ 7,81: (1,462) (15.¢)
Income from operatior 58,15¢ 70,85 12,69¢ 21.¢
Floorplan interest expen: (14,49 (112,289 (3,20¢) (22.7)
Other interest expen: (7,822 (6,11%) (1,707 (21.9)
Other expense, n (410 (683) 273 66.€
Income before income tax 35,42¢ 52,76¢ 17,333 48.¢
E

Income tax expens (13,67%) (20,450 6,77t 49,

Net income $ 21,754 $ 32,31¢ $ 10,56: 48.6%
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Year Ended
December 31, %
Increase Increase
2001 2002 (Decrease) (Decrease)
New units solc 39,87t 49,50+ 9,62¢ 24.1%
Average selling price per new vehis $24,91¢  $25,95! $1,03: 4.1%
Used units sol retalil 36,96( 41,97+ 5,01« 13.€%
Average selling price per retail used veh $13,45¢  $14,57¢ $1,12( 8.3%
Used units sol~ wholesale 18,91¢ 25,307 6,38¢ 33.&%
Average selling price per wholesale used vel $ 4,651 $ 4,987 $ 33¢ 7.2%

RevenuesTotal revenues increased 26.9% to record level2062 compared to 2001 due to acquisitions and kdffe store retail sales
growth. We achieved same store new vehicle satestrof 5.7% in 2002 compared to 2001. This compéaeorably to industry decreases
in new vehicle sales of 2.2% for the same peridsE results were achieved through an aggressimpartywide marketing campaign bas
on the “Driving America” theme aimed at increasingrket share in order to secure a long-term cugsttiaxge for all business lines. The
increase in new vehicle same store sales was augthey same store increases in finance and inseisades and were partially offset by
decreases in same store used vehicle and sendgeaais sales. The used vehicle business was wdakep the strong new vehicle incentive
environment. The service and pats business hasneggtively impacted in the past couple of yearsuystantial improvements in the qua
of domestic vehicles, resulting in less warrantykvo

During 2002, manufacturers offered, and are coirignto offer, incentives, including low interestea and rebates, in order to attract new
vehicle buyers. The availability of cash rebates zero percent and low interest rate financingaiss enhanced our ability to sell finance,
warranty and insurance products and services. iBané¢e and insurance sales per retail unit incteast to $886 per retail vehicle in 2002

compared to 2001.

Gross profit.Gross profit increased due to increased total neegnoffset in part by a lower overall gross prpéitcentage. Certain incentives
and rebates received from manufacturers, inclutloggplan interest credits, are recorded as a réoluto cost of goods sold at the time of

vehicle sale.

Gross profit margins achieved were as follows:

Year Ended December 31,

Lithia
2001 2002 Margin Change*
New vehicles 9.C% 8.5% (50)bp
Retail used vehicle 13.2 12.t (70
Service and pari 46.5 48.C 15C
Overall 16.4 15.¢ (60)

* “bp” stands for basis points (one hundred basis pointale one percent
The decrease in the overall gross profit margidd82 compared to 2001 is primarily a result of fagators:

. A significant shift towards our lowest margin neehicle business with the strong incentive enviromty
. Lower floorplan interest credits from the manufaets on new vehicles due to lower market re

. Aggressive pricing of new vehicles in order to geiarket share, which resulted in lower new vehiclrgins; anc
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. A mix shift in used vehicle sales to the lowergia one to three-year old vehicles, which havedomargins than the older used
vehicles.

These factors were partially offset by an incréagbe gross margin achieved in our parts and semusiness in 2002 compared to 2001.

Selling, general and administrative expen<Selling, general and administrative expense indgdaries and related personnel expenses,
facility lease expense, advertising, legal, accogniprofessional services and general corporgbereses. Selling, general and administrative
expense increased due to increased selling, ablariexpenses related to the increase in revemgethe number of locations. As a
percentage of revenue, selling, general and adtratiiee expense decreased 30 basis points in 200pared to 2001 due to expense leve
on higher sales.

Depreciation and amortizatiorDepreciation and amortization expense decreasathply as a result of the adoption of SFAS No. 142
“Goodwill and Other Intangible Assets” in the ficgtarter of 2002. SFAS No. 142 requires that gobbéwnd other intangibles with indefinite
useful lives no longer be amortized. Goodwill atigen intangibles amortization expense totaled $@llfon in 2001.

Income from operationsOperating margins decreased 10 basis points in 20@pared to 2001 due to the decrease in the bgeosis
margin percentage, offset in part by lower opetpérpenses as a percentage of revenue.

Floorplan interest expenselhe decrease in floorplan interest expense in 2002pared to 2001 is primarily due to approximately

$8.4 million in savings as a result of decreasdhéreffective interest rates on the floating @tlit lines, offset in part by a $4.1 million
increase in expense as a result of an overall geenerease in the outstanding balances of ourgdlan facilities, mainly due to acquisitions.

In addition to the interest expense on our flootings of credit, floorplan interest expense inésidhe interest expense related to our interest
rate swaps.

Other interest expens®ther interest expense includes interest on debtiiad related to acquisitions, real estate moggagur used vehicle
line of credit and equipment related notes. Theeahse in other interest expense resulted fromi@8lidn of savings due to lower interest
rates in 2002 compared to 2001 and approximately $@lion in savings due to the papwn of $78.0 million on our lines of credit in M
2002, following our equity offering. These decresagere offset in part by less capitalized intecgstonstruction projects in progress in 2002
compared to 2001 and by an increase in the outistgubdlances due to acquisitions and the finanofrgreviously unfinanced real estate
during 2002. The lower interest rates in 2002 areid part to the refinancing of $15.2 million ofdd interest rate mortgage loans since
November 2001, utilizing floating rate loans witbhybta Motor Credit and Ford Motor Crec

Income tax expenseOur effective tax rate was 38.8 percent in 2002 gam@d to 38.6 percent in 2001. Our effective td® naay be affected
in the future by the mix of asset acquisitions caneg to corporate acquisitions, as well as by theafstates where our stores are located.
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Net income Net income as a percentage of revenue increasbd<i® points in 2002 compared to 2001 as a rekirteased revenues and
lower operating expenses and interest expensetdfjsa lower gross margin percentage.

Results of Operations — 2001 Compared to 2000

Year Ended
December 31, %
Increase Increase
2000 2001 (Decrease) (Decrease)
Revenues
New vehicle sale $ 899,65¢ $ 993,63! $ 93,97¢ 10.4%
Used vehicle sale 482,20¢ 585,41! 103,20t 21.4
Service, body and par 164,00: 187,72! 23,72 14.t
Finance and insuran: 55,01¢ 65,81t 10,79¢ 19.€
Fleet and othe 57,72. 40,59¢ (17,129 (29.7)
Total revenue 1,658,61. 1,873,18: 214,57 12.€
Cost of sale: 1,391,04 1,566,71. 175,67: 12.€
Gross profit 267,56¢ 306,47! 38,90¢ 14.F
Selling, general and administrati 195,50( 239,04 43,54: 22.5
Depreciation and amortizatic 7,60t 9,27t 1,67C 22.C
Income from operatior 64,46« 58,15¢ (6,306 (9.9
Floorplan interest expen: (17,729 (14,49 (3,23)) (18.2)
Other interest expen: (7,919 (7,827 (95) (1.2)
Other income (expense), r 71€ (410 (1,12¢) (157.9)
Income before income tax 39,53t 35,42¢ (4,100 (10.9
Income tax expens (15,227 (13,67%) (1,545 (10.2)
Net income $ 24,31 $ 21,75¢ $ (2,559 (10.5%
| | I L]
New units solc 37,23( 39,87¢ 2,64t 7.1%
Average selling price per new vehir $ 24,16 $ 24,91¢ $ 754 3.1%
Used units sol+ retail 30,89¢ 36,96( 6,064 19.€%
Average selling price per retail used veh $ 13,19 $ 13,45¢ $ 26€ 2.(%
Used units sol~ wholesale 16,75 18,91¢ 2,16 12.%
Average selling price per wholesale used vel $ 4,45« $ 4,657 $ 197 4.4%

RevenuesTotal revenues increased 12.9% to record level200d compared to 2000 due to acquisitions, whiehevpartially offset by same
store retail sales decreasing 0.9%. The decreassmme store retail sales was due to a slower neigleesales environment in the first three
quarters of 2001, offset in part by same storeciases in used vehicle and finance and insuranes. $aliring the fourth quarter of 2001,
manufacturers offered, and continued to offer enfitst quarter of 2002, incentives, including loverest rates and rebates, in order to attract
new vehicle buyers. These incentives, along witprowements in our core operations, contributedatnesstore sales growth of 11.4% in the
fourth quarter of 2001 compared to the fourth ceraof 2000. The availability of cash rebates ant percent and low interest rate financing
have also enhanced our ability to sell financerargy and insurance products and services.

Gross profit.Gross profit increased primarily due to increassdltrevenues and increased used vehicle and sebady and parts revenues
as a percentage of total revenues. Incentivesetrates, including floorplan interest credits, reedifrom manufacturers are recorded as a
reduction to cost of goods sold. Gross margin egjoans common in the
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automotive retailing industry as new vehicle salesv and higher margin product lines become a fapgecentage of total revenues.

Gross profit margins achieved in 2000 and 2001 asriollows:

Year Ended December 31,

Lithia
2000 2001 Margin Change*
New vehicles 9.2% 9.C% (20)bp
Retail used vehicle 13.¢ 13.2 (60)
Service and pari 44.¢ 46.5 16C
Overall 16.1 16.4 30

* “bp” stands for basis points (one hundred basis podnuiale one percent

The increase in the overall gross profit margiprisnarily a result of a shift in mix to the moreofitable used vehicle, service, body and parts
and finance and insurance product lines.

Selling, general and administrative expen<Selling, general and administrative expense indgdgaries and related personnel expenses,
facility lease expense, advertising, legal, accogniprofessional services and general corporgpereses. Selling, general and administrative
expense increased due to increased selling, axblariexpenses related to the increase in revemgkethe number of locations. As a
percentage of revenue, selling, general and adtratiiee expense increased in 2001 compared to 806Qo continued investments in
acquisition integration and operational suppontitgén preparation for continued growth and a ghiftards our service and parts business,
which has a higher selling, general and adminisgatomponent than our other business lines.

Depreciation and amortizatiorDepreciation and amortization expense increasedapily as a result of increased property and eqeigm
and intangible assets related to acquisitions.fA3ezember 31, 2001, we expect a reduction in drenaartization expense of approximately
$3.7 million in 2002 based upon the adoption of SA¥o. 142, which relates to the accounting for gatbénd other intangible assets.

Income from operationsOperating margins decreased 80 basis points, bt-t#gths of one percent, in 2001 compared to 2@dto the
increased operating expenses as a percentageeniueas discussed above, partially offset by highess margins as a percentage of
revenue.

Floorplan interest expenselhe decrease in floorplan interest expense is pilyrdue to approximately $4.1 million in savings @ result of
recent decreases in the effective interest ratabefloating rate credit lines, offset in partday approximately $800,000 increase in interest
expense as a result of higher average outstaniiogrfg debt. Floorplan interest expense includiesimterest expense related to our current
interest rate swaps. We were able to decreaseneantory levels despite the acquisition of sevstaides during 2001.

Other interest expens®ther interest expense includes interest on debittiad related to acquisitions, real estate moggagur used vehicle
line of credit and equipment related notes.
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Income tax expenseOur effective tax rate was 38.6 percent in 2001 manmed to 38.5 percent in 2000. Our effective ta& naay be affected
in the future by the mix of asset acquisitions caneg to corporate acquisitions, as well as by theaistates where our stores are located.

Net income Net income decreased to $21.8 million, a 10.5%etex®, for 2001 compared to 2000 as a result afaheffect of the changes
discussed above.

Selected Consolidated Quarterly Financial Data

The following tables set forth the company’s ungediiquarterly financial data for the quarterly pds presented.

Three Months Ended,

March 31 June 30 September 30 December 31
(in thousands except per share data )
2001
Revenues
New vehicle sale $215,38t $239,27¢ $248,36¢ $290,60:
Used vehicle sale 137,35: 142,59¢ 150,70¢ 154,75¢
Service, body and par 45,14 45,511 47,88 49,18¢
Finance and insurant 14,41: 16,67: 16,78: 17,94¢
Fleet and othe 7,85k 17,99! 7,57¢ 7,17¢
Total revenue 420,15: 462,05( 471,31¢ 519,66¢
Cost of sale: 351,25: 386,84( 391,45( 437,16¢
Gross profit 68,89" 75,21( 79,86¢ 82,50(
Selling, general and administrati 55,03¢ 58,78: 59,69¢ 65,52¢
Depreciation and amortizatic 2,21t 2,22¢ 2,372 2,46:
Income from operatior 11,64 14,201 17,80( 14,51:
Flooring interest expen: (4,65%) (3,837 (3,390 (2,620
Other interest expense and other, (2,34¢) (2,127 (1,849 (1,919
Income before income tax 4,64 8,24¢ 12,56: 9,97¢
Income taxe: (1,789 (3,17 (4,86%) (3,847)
Net income $ 2,85t $ 5,071 $ 7,69¢ $ 6,13
| | | |
Basic net income per she $ 0.21 $ 03¢ $ 0.57 $ 0.4¢
| | | |
Diluted net income per sha $ 021 $ 037 $ 0.5¢€ $ 0.4¢
| | | |
Three Months Ended,
March 31 June 30 September 30 December 31
(in thousands except per share data )
2002
Revenues
New vehicle sale $267,81° $300,60! $390,22¢ $326,00¢
Used vehicle sale 183,31: 185,66( 199,44: 169,73:
Service, body and par 52,03¢ 54,99¢ 62,96+ 59,97:
Finance and insurant 17,83: 20,247 22,107 20,88:
Fleet and othe 3,39¢ 22,81 12,90: 4,00¢
Total revenue 524,39t 584,31¢ 687,64! 580,59¢
Cost of sale: 440,75 491,43¢ 583,03¢ 486,93:
Gross profit 83,647 92,88: 104,60¢ 93,66¢
Selling, general and administrati 67,73t 73,54( 80,20¢ 74,65:
Depreciation and amortizatic 1,66¢ 1,89t 2,04¢ 2,20¢

Income from operatior 14,24: 17,447 22,35: 16,81(



Flooring interest expen:
Other interest expense and other,

Income before income tax
Income taxe:

Net income
Basic net income per she

Diluted net income per sha
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Seasonality and Quarterly Fluctuations

Historically, our sales have been lower in thet #nsd fourth quarters of each year due to consymerhasing patterns during the holiday
season, inclement weather and the reduced numlseisofess days during the holiday season. As ét résancial performance may be low
during the first and fourth quarters than during tither quarters of each fiscal year. We belieaeititerest rates, levels of consumer debt and
consumer confidence, as well as general economidittons, also contribute to fluctuations in sad@sl operating results. Historically, the
timing and frequency of acquisitions has been adingdst contributor to fluctuations in our operatiagults from quarter to quarter.

Liquidity and Capital Resources

Our principal needs for capital resources arertarfce acquisitions and capital expenditures, asasdbr working capital. We have relied
primarily upon internally generated cash flows froperations, borrowings under our credit agreemamtisthe proceeds from public equity
offerings to finance operations and expansion. \&te that our available cash, cash equivalents|able lines of credit and cash flows
from operations will be sufficient to meet our aigated operating expenses and capital requirenfiengs least twelve months from
December 31, 2002. In addition, we anticipate these resources will be sufficient to fund our @ptited acquisitions through 2005.

On May 2, 2002, we redeemed the remaining 4,49&tanding shares of our Series M Preferred Stock fotal of $4.4 million from our
existing cash balances.

In March 2002, we registered and sold 4.5 milliewty issued shares of our Class A common stockotat proceeds of approximately
$77.2 million, net of offering expenses of approately $0.6 million. We utilized the proceeds to plyvn our lines of credit until such funds
are required for acquisitions.

Our inventories increased to $445.9 million at Deber 31, 2002 from $275.4 million at December 3due to acquisitions and higher
inventory levels in a slowing sales environmentadidition, our days supply of inventory at Decentiier2001 was 20% to 25% lower than
historical year-end levels due to the successefrtioduction of zero percent financing in thertowquarter of 2001. Accordingly, our new
and used flooring notes payable increased to $48ilién at December 31, 2002 from $280.9 millidarDeecember 31, 2001.

Our land, buildings and equipment increased to ®Li#6llion at December 31, 2002 from $122.0 millanDecember 31, 2001 due to the
acquisition of 13 stores during 2002. These actjoiis also resulted in the increase in goodwill atiter intangibles, which totaled
$206.1 million at December 31, 2002 compared t&6® Hillion at December 31, 2001.

In June 2000, our Board of Directors authorizedréprirchase of up to 1,000,000 shares of our @lassnmon stock. Through March 2003,
we have purchased 59,400 shares under this pragmdmmay continue to do so from time to time inftitare as conditions warrant.

In February 2003 we entered into a working cagited acquisition credit facility with DaimlerChrysi8ervices North America LLC totaling
up to $200 million, which expires in February 20@éth interest due monthly.
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Our previous facility with Ford Motor Credit Compawas terminated and paid off on February 25, 2008 were in compliance with all
covenants under this facility at December 31, 2002.

The credit line with DaimlerChrysler Services isss-collateralized and secured by cash and cashadents, new and used vehicle and parts
inventories, accounts receivable, intangible asmatdsequipment. We pledged to DaimlerChrysler $essthe stock of all of our subsidiaries
except entities operating BMW, Honda, Nissan ordtaystores.

The financial covenants in our agreement with Dam@hrysler Services require us to maintain comphanith, among other things, (i) a
specified current ratio; (ii) a specified fixed cha coverage ratio; (iii) a specified interest aagge ratio; (iv) a specified adjusted leverage
ratio; and (v) certain working capital levels.

Toyota Motor Credit Corporation, Ford Motor Credlitd General Motors Acceptance Corporation haveeagieefloor all of our new vehicles
for their respective brands with DaimlerChryslendees serving as the primary lender for substiintéd other brands. These new vehicle
lines are secured by new vehicle inventory of #lewant brands.

We also have a real estate line of credit with TayMotor Credit totaling $40 million, which expir@sMay 2005. This line of credit is
secured by the real estate financed under thificeedit.

In addition, U.S. Bank N.A. has extended a $27 lianirevolving line of credit for leased vehiclaad equipment purchases, which expires
January 31, 2004.

Interest rates on all of the above facilities rahffem 2.88% to 4.13% at December 31, 2002. Amoautstanding on the lines at
December 31, 2002 together with amounts remainiagable under such lines were as follows (in tleows):

Outstanding at Remaining Availability as

December 31, 2002 of December 31, 2002
New and program vehicle lint $364,63! $ *
Used vehicle line 63,00( 87,00(
Acquisition line — 130,00(
Real estate lin 35,68 4,31¢
Equipment/leased vehicle lil 27,50( —
$490,81¢ $ *
| |

* There are no formal limits on the new and prograicle lines with certain lendel

At December 31, 2002, our long-term debt and leasemitments were as follows (in thousands):

Long-term

Year Ending December 31, debt Leases Total

2003 $ 4,46¢ $ 18,30« $ 22,76¢
2004 31,071 16,93t 48,01
2005 3,25¢ 16,79 20,05¢
2006 66,03¢ 16,27: 82,30¢
2007 3,04( 15,25: 18,29:
Thereaftel 64,29¢ 58,14( 122,43t
Total $172,17¢ $141,69¢ $313,87°

| | |
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At December 31, 2002, we had capital commitmentppfoximately $10.0 million for the constructiohtioree new store facilities, additions
to three existing facilities and the remodel okthfacilities. The three new facilities will be ar# store in Boise, Idaho, a body shop in
Aurora, Colorado and a body shop in Boise, Idahe.N&ve already incurred $3.0 million for these cammants and anticipate incurring the
remaining $10.0 million during 2003. We expect &y fior the construction out of existing cash baéanentil completion of the projects, at
which time we anticipate securing long-term finaagcand general borrowings from third party lenders’0% to 90% of the amounts
expended.

Critical Accounting Policies

Service Contract and Lifetime Oil Contract IncomesRognition

We receive fees from the sale of vehicle servigarasts and lifetime oil contracts to customerse Thntracts are sold through an unrelated
third party, but we may be charged back for a partf the fees in the event of early terminationhef contracts by customers. We have
established a reserve for estimated future chaagksbbased on an analysis of historical chargedimc&onjunction with termination
provisions of the applicable contracts. At Decengier2002, this reserve totaled $9.3 million anthcduded in accrued liabilities and other
long-term liabilities on our consolidated balanbee.

Finance Fee Income Recognition

We receive finance fees from various financialitoibns when we arrange financing for our custasrar a non-recourse basis. We may be
charged back for a portion of the financing feeome when the customer pays off their loan prighoguidelines agreed to by the various
financial institutions. We have established a reséor potential charge-backs based on historigpégence, which typically result if the
customer pays off their loan during the 90 to 18@sdafter receiving financing. At December 31, 200 reserve totaled $448,000 and is
included in accrued liabilities on our consolidabedance sheet.

Workers’ Compensation Insurance Premium Accrual

Insurance premiums are paid for under a retrosgectist policy, whereby premium cost depends orrapce. We accrue premiums based
on our historical experience rating, although ttial experience can be something greater or hessthe anticipated claims experience. We
expect that the retrospective cost policy, as opds a guaranteed cost with a flat premium, valthe most cost efficient over time.

Intangible Asset:

We review our goodwill and other identifiable ingalnie assets at least annually by applying a falte based test using the discounted
estimated cash flows for the reporting unit. Distted future cash flows are prepared by applyingoavth rate to historical revenues. Growth
rates are calculated individually for each regiagthwlata derived from the U.S. Census Bureau omlatipn growth and the U.S. Department
of Labor, Bureau of Labor Statistics for historicahsumer price index data. The discount rate epgpé the future cash flows is derived from
a Capital Asset Pricing Model which factors in @uigy risk premium and a risk free rate. The reviewonducted more frequently than
annually if events or circumstances occur that arara review of the fair value of a reporting u@tr other identifiable intangible assets
include the franchise value of the business uwitsch is considered to have an indefinite life aod subject to amortization, but rather is
included in the fair-value based testing. Impairb@uld occur if the operating business unit dossnmeet the determined fair-value testing.
At such point, an impairment loss would be
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recognized to the extent that the carrying amoxo¢eds the assets’ fair value. During 2002, we lcatecl that there was no impairment.
Goodwill and other identifiable intangible assetsted $206.2 million at December 31, 2002.

Used Vehicle Inventory

Used vehicle inventories are stated at cost pleisdist of any equipment added, reconditioning eamsportation. We select a sampling of
dealerships throughout the year to perform quartedting of book values against market valuatistiiizing the Kelly Blue Book and NAD/
guidelines. Used vehicle inventory values are cgtland could experience impairment when marketatadns are significantly below
inventory costs. Historically, we have not expecieth significant write-downs on our used vehiclecimory.

Recent Accounting Pronouncements
See Note 14 of Notes to Consolidated Financiak8tants.
ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Variable Rate Debt

We use variable-rate debt to finance our new andgram vehicle inventory. The interest rate on therfng debt is tied to either the one-
month LIBOR, the three-month LIBOR or the primeerafhese debt obligations therefore expose usrtability in interest payments due to
changes in these rates. The flooring debt is basagpen-ended lines of credit tied to each indialdiore from the various manufacturer
finance companies. If interest rates increaserdsteexpense increases. Conversely, if interess$ dgcrease, interest expense decreases.

Our variable-rate flooring notes payable and otinedit line borrowings subject us to market risp@sure. At December 31, 2002, we had
$490.8 million outstanding under such agreemenitstatest rates ranging from 2.88% to 4.13% peuanm 10% increase in interest rates
would increase annual interest expense by appra&iyn$594,000, net of tax, based on amounts oudsigron the lines of credit at
December 31, 2002.

Hedging Strategie:

We believe it is prudent to limit the variability a portion of our interest payments. Accordinglg have entered into interest rate swaps to
manage the variability of our interest rate expesthus leveling a portion of our interest expensa rising or falling rate environment.
Including all four of the swaps listed below, wearemtly have hedged approximately 27.4% of our methicle flooring debt. Including the
four swaps and other fixed rated debt obligatiapgroximately 23.0% of our total debt has fixeesat

The interest rate swaps change the variable-rate ftav exposure on a portion of the flooring dibfixed rate cash flows by entering into
receive-variable, pafixed interest rate swaps. Under the interestsat@ps, we receive variable interest rate paymemntsrake fixed intere:
rate payments, thereby creating fixed rate floodedt.
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We have entered into the following interest ratajgswith U.S. Bank Dealer Commercial Services:

. effective September 1, 2C—a five year, $25 million interest rate swap ab@di rate of 6.88% per annu
. effective November 1, 20—a three year, $25 million interest rate swap atedfrate of 6.47% per annui
. effective January 26, 20(- a five-year, $25 million interest rate swap at a fixe@ raft 3.265%; an

. effective February 18, 20(- a five-year, $25 million interest rate swap at a fixee raft 3.30%

We earn interest on all of the interest rate svedfise one-month LIBOR rate. The September 1, 20@November 1, 2000 and the
February 18, 2003 swaps are adjusted on the ficssteenth of every month and we are obligatguhipinterest at the fixed rate set for e
swap on the same amount. The January 26, 2003iswaljusted once a month on the6f each month and we are obligated to pay interest
at the fixed rate set. The difference between ésteearned and the interest obligation accruegtisived or paid each month and is record

the statement of operations as flooring interepeaze. The one-month LIBOR rate at December 312 2@6 1.38% per annum.

We do not enter into derivative instruments for poypose other than to manage interest rate expoghat is, we do not speculate using
derivative instruments.

The fair value of interest rate swap agreementstamdmount of hedging losses deferred on intea¢stswaps was $4.1 million at
December 31, 2002. Changes in the fair value oirttezest rate swaps are reported, net of relatechie taxes, in accumulated other
comprehensive income. These amounts are subseguetidssified into interest expense as a yieldsidjent in the same period in which
related interest on the flooring debt affects eagai Because the critical terms of the interest sataps and the underlying debt obligation:
the same, there was no ineffectiveness recordexddrest expense.

Incremental interest expense, net of tax, incuaed result of the interest rate swaps was $11®mih 2002. At current interest rates, we
estimate that we will incur additional interest erpe, net of tax, of approximately $1.5 milliorateH to our interest rate swaps during 2003.

Risk Management Palicie

We assess interest rate cash flow risk by contiyicéntifying and monitoring changes in interessterexposures that may adversely impact
expected future cash flows and by evaluating hegdgpportunities.

We maintain risk management control systems to topiniterest rate cash flow attributable to both outstanding and our forecasted debt
obligations as well as our offsetting hedge posgidrhe risk management control systems involveitieeof analytical techniques, including
cash flow sensitivity analysis, to estimate theemtpd impact of changes in interest rates on durdicash flows.
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As of December 31, 2002, prior to entering intottie new swap agreements in 2003, approximately%8@f our total debt outstanding was
subject to un-hedged variable rates of interest Aesult, interest rate declines during 2002 hiesalted in a net reduction of our interest
expense for 2002 compared to what it would have lésimilar debt levels with no interest rate dexlWe intend to continue to gradually
hedge our interest rate exposure if market ratetrage to decline.

Item 8. Financial Statements and Supplementary Finacial Data

The financial statements and notes thereto reqbiyatiis item begin on page F-1 as listed in ItéhoflPart IV of this document. Quarterly
financial data for each of the eight quarters mtiho-year period ended December 31, 2002 is ireclud Item 7.

Item 9. Changes in and Disagreements with Account&on Accounting and Financial Disclosure
None.

PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

Information required by this item will be includedder the captionBlection of Directors, Executive Officers and Section 16(a) Beneficial
Ownership Reporting Compliance , respectively, in our Proxy Statement for our 2@8@3wual Meeting of Shareholders and is incorporated
herein by reference.

Item 11. Executive Compensation

The information required by this item will be indied under the captidixecutive Compensation in our Proxy Statement for our 2003 Annual
Meeting of Shareholders and is incorporated hdrgireference.

Item 12. Security Ownership of Certain Beneficial @vners and Management

The information required by this item will be indied under the captid®curity Ownership of Certain Beneficial Owners and Management
andEquity Compensation Plan Information in our Proxy Statement for our 2003 Annual Meetfighareholders and is incorporated herei
reference.

Item 13. Certain Relationships and Related Transa&ns

The information required by this item will be indied under the capticBertain Relationships and Related Transactionsin our Proxy
Statement for our 2003 Annual Meeting of Sharehsldad is incorporated herein by reference.
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Item 14. Controls and Procedures

Disclosure Controls and Procedur

Within the 90 days prior to the date of this repag carried out an evaluation, under the supewiand with the participation of our
management, including our Chief Executive Officed @aur Chief Financial Officer, of the effectivesaxf the design and operation of our
disclosure controls and procedures pursuant to Radel5b under the Securities Exchange Act of 1B34ed on their review of our
disclosure controls and procedures, our Chief Exez®fficer and our Chief Financial Officer havencluded that our disclosure controls
and procedures are effective in timely alertingrthe material information relating to us that igu&ed to be included in our periodic SEC
filings.

Internal Controls and Procedure

There were no significant changes in internal adator in other factors that could significantlyeatt these controls subsequent to the date of
their evaluation, including any corrective actiovith regard to significant deficiencies and mateniaaknesses.

PART IV
Item 15. Exhibits, Financial Statement Schedules @hReports on Form 8-K

() Financial Statements and Schedules

The Consolidated Financial Statements, togethédr thi report thereon of KPMG LLP, are included lo& pages indicated below:

Page
Independent Audito’ Report F-1
Consolidated Balance Sheets as of December 31, &002001 F-2
Consolidated Statements of Operations for the yeraded December 31, 2002, 2001 and 2 F-3
Consolidated Statements of Changes in Stockh¢ Equity and Comprehensive Inco- December 31, 2002, 2001 and 2( F-4
Consolidated Statements of Cash Flows for the yeailed December 31, 2002, 2001 and 2 F-5
Notes to Consolidated Financial Statem F-6

There are no schedules required to be filed helhewit

(b) Reports on Form 8-K

The Company filed one report on Form 8-K during doiarter ended December 31, 2002 pursuant to ItdRe@§ulation FD Disclosure dated
December 20, 2002 regarding a press release loyv2@i®2 and 2003 earnings guidance.

29




Table of Contents

(c) Exhibits

The following exhibits are filed herewith and tlig is intended to constitute the exhibit index:

Exhibit

3.1

3.2

4

10.1

10.2

10.2.1

10.3

10.4

10.5

10.6

10.6.1

10.6.2

10.7

10.7.1

10.8

10.8.1

10.8.2

10.9

10.9.1

10.10

10.10.1

10.10.2

10.11

10.11.1

@)

(b)

(b)

(b)

©

(b)

(b)

©)

()

®

(9)

(9)

(@)

(h)

(b)

(e)

(e)

(e)

(@)

(b)

(@)

@

(b)

(@)

Description

Restated Articles of Incorporation of Lithia Motpisc., as amended May 13, 1999.
Bylaws of Lithia Motors, Inc.

Specimen Common Stock certificate

1996 Stock Incentive Plan

Amendment No. 1 to the Lithia Motors, Inc. 1996 &téncentive Plan
Form of Incentive Stock Option Agreement (1)

Form of Non-Qualified Stock Option Agreement (1)

1997 Non-Discretionary Stock Option Plan for Non{toyee Directors
Employee Stock Purchase Plan

Lithia Motors, Inc. 2001 Stock Option Plan

Form of Incentive Stock Option Agreement for 20@4cR Option Plan
Form of Non-Qualified Stock Option Agreement fol020Stock Option Plan
Chrysler Corporation Sales and Service Agreemene€é Provisions

Chrysler Corporation Chrysler Sales and ServiceeAgrent, dated September 28, 1999, between Chrysler
Corporation and Lithia Chrysler Plymouth Jeep Eadgle. (Additional Terms and Provisions to the Saled
Service Agreements are in Exhibit 10.7)

Mercury Sales and Service Agreement General Ponssi

Supplemental Terms and Conditions agreement betwehMotor Company and Lithia Motors, Inc. dated
June 12, 1997

Mercury Sales and Service Agreement, dated Juh®9l,, between Ford Motor Company and Lithia TLM,
LLC dba Lithia Lincoln Mercury (general provisioase in Exhibit 10.8) (3

Volkswagen Dealer Agreement Standard Provisions *

Volkswagen Dealer Agreement dated September 18, #3ween Volkswagen of America, Inc. and Lithia
HPI, Inc. dba Lithia Volkswagen. (standard provisiare in Exhibit 10.9) (¢

General Motors Dealer Sales and Service Agreemandard Provisions

Supplemental Agreement to General Motors Corpandiiealer Sales and Service Agreement dated
January 16, 199t

Chevrolet Dealer Sales and Service Agreement dastober 13, 1998 between General Motors Corporation
Chevrolet Motor Division and Camp Automotive, 11§5)

Toyota Dealer Agreement Standard Provisions

Toyota Dealer Agreement, between Toyota Motor S&I&A, Inc. and Lithia Motors, Inc., dba Lithia
Toyota, dated February 15, 1996.
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Exhibit

10.12

10.12.1

10.12.2

10.13

10.14

10.14.1

10.15

10.16

21

23

99.1

99.2

99.3

()

@)

()

(@)

Description

Nissan Standard Provisio

Nissan Public Ownership Addendum dated August 999Xidentical documents executed by each Ni
store).

Nissan Dealer Term Sales and Service Agreementeetlithia Motors, Inc., Lithia NF, Inc., and t
Nissan Division of Nissan Motor Corporation In USAted January 2, 1998. (standard provisions &
Exhibit 10.12) (7,

Credit Agreement dated February 25, 2003 betweémlBeChrysler Services North America LLC, as
agent, and Lithia Motors, In

Amended and Restated Loan Agreement dated DecetBh2001 between Lithia Financial Corporation,
Lithia Motors, Inc. and Lithia SALMIR, Inc. and U.8ank National Associatiot

Consent, Waiver and Amendment dated January 3B #00oan Agreement dated December 28, 2001
between Lithia Financial Corporation, Lithia Motphsc., Lithia SALMIR, Inc. and Lithia Aircraft, In and
U.S. Bank National Associatio

Amended and Restated Revolving Loan and Securitgémgent dated May 10, 2002 between Toyota NV
Credit Corporation and Lithia Real Estate, |

Lease Agreement between CAR LIT, L.L.C. and LitRigal Estate, Inc. relating to properties in Medford
Oregon.(8]

Subsidiaries of Lithia Motors, In
Consent of KPMG LLF

Certification of Sidney B. DeBoer Pursuant to 1&IE. Section 1350 as adopted pursuant to Secti®m®0
the Sarban«Oxley Act of 2002

Certification of Jeffrey B. DeBoer Pursuant to 18IL. Section 1350 as adopted pursuant to Sediiérod
the Sarban«Oxley Act of 2002

Risk Factors

(@ Incorporated by reference from the Company’s Fb@aK for the year ended December 31, 1999 as ¥il¢l the Securities and
Exchange Commission on March 30, 20

(b) Incorporated by reference from the Company’s &egjfion Statement on Form S-1, Registration Stet¢iNo. 333-14031, as declared
effective by the Securities Exchange CommissioDeoember 18, 199!

(c) Incorporated by reference from the Company’s Fb@RQ for the quarter ended June 30, 1998 as filed thithSecurities and Exchan
Commission on August 13, 19¢

(d) Incorporated by reference from the Company’s Regjfion Statement on Form S-8, Registration StatéiNo. 33345553, as filed wit
the Securities Exchange Commission on Februarf9g.

(e) Incorporated by reference from the Company’s Fb@aK for the year ended December 31, 1997 as Vilgll the Securities and
Exchange Commission on March 31, 19

® Incorporated by reference from Appendix B to @wmpany’s Proxy Statement for its 2001 Annual Magas filed with the Securities
and Exchange Commission on May 8, 2(

(@) Incorporated by reference from the Company’s Fb@K for the year ended December 31, 2001 as Viléld the Securities and
Exchange Commission on February 22, 2(

(h) Incorporated by reference from the Company’s Fb@Q for the quarter ended September 30, 200ilealswith the Securities and
Exchange Commission on November 14, 2(

0] Incorporated by reference from the Company’s Fb@aK for the year ended December 31, 1998 as Viligld the Securities and



Exchange Commission on March 31, 19
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1)

(2)

(3)

(4)
(5)

(6)

(7)
(8)

The board of directors adopted the new stocloopigreement forms when it adopted the 2001 Stgdlo®Plan; and, although no
longer being used to grant new stock options, tbesien agreements remain in effect as there atstanding stock options issued
under these stock option agreeme

Substantially identical agreements exist betw2aimlerChrysler Motor Company, LLC and those othibsidiaries operating Dodge,
Chrysler, Plymouth or Jeep dealersh

Substantially identical agreements exist foFidsd and Lincoln-Mercury lines between Ford Motam@pany and those other
subsidiaries operating Ford or Linc-Mercury dealership:

Substantially identical agreements exist betweelkd¥eagen of America, Inc. and those subsidiariesaiing Volkswagen dealershi

Substantially identical agreements exist betw@eavrolet Motor Division, GM Corporation and thastber subsidiaries operating
General Motors dealershig

Substantially identical agreements exist (extiepterms are all 2 years) between Toyota Motoe$S&aJSA, Inc. and those other
subsidiaries operating Toyota dealersh

Substantially identical agreements exist betweess&ti Motor Corporation and those other subsidiapesating Nissan dealershi|

Lithia Real Estate, Inc. leases all the propertyledford, Oregon sold to CAR LIT, LLC under sudostially identical leases covering
six separate blocks of proper
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

Date: March 28, 200 LITHIA MOTORS, INC.

By /s/ SIDNEY B. DEBOER

Sidney B. DeBoer
Chairman of the Board and
Chief Executive Office

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities indicated ancll 28, 2003:

Signature Title
/s/ SIDNEY B. DEBOER Chairman of the Board and
Chief Executive Officer
Sidney B. DeBoe (Principal Executive Officer)
/s/ JEFFREY B. DEBOER Senior Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)
Jeffrey B. DeBoe

/s/ M. L. DICK HEIMANN Director, President and
Chief Operating Officer

M. L. Dick Heimann

/s/ R. BRADFORD GRAY Director and Executive Vice President

R. Bradford Gray

/sl THOMAS BECKER Director

Thomas Becke

/sl GERALD F. TAYLOR Director

Gerald F. Taylo

/s/ WILLIAM J. YOUNG Director

William J. Young
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CERTIFICATION PURSUANT TO
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

I, Sidney B. DeBoer, certify that:

1. I have reviewed this annual report on Forr-K of Lithia Motors, Inc.;

2.  Based on my knowledge, this annual report doésamain any untrue statement of a material facoit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual re

3. Based on my knowledge, the financial statememdsogher financial information included in this amhreport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this annual repor

4.  The registrant’s other certifying officer andréaesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a) designed such disclosure controls and procedaressure that material information relating to tbgistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in which this
annual report is being prepart

b) evaluated the effectiveness of the registrarigslasure controls and procedures as of a daten@h days prior to the filing
date of this annual report (t"Evaluation Dat”); and

c) presented in this annual report our conclusitmmaibthe effectiveness of the disclosure controts@rocedures based on our
evaluation as of the Evaluation Da

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatighe registrant’s auditors and the
audit committee of registre’s board of directors (or persons performing thevedent function):

a) all significant deficiencies in the design or ggi®n of internal controls which could adverseffieet the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrantiuditors any material weaknesse
internal controls; an

b) any fraud, whether or not material, that involuesnagement or other employees who have a sigmifiode in the registrant’s
internal controls; an

6.  The registrant’s other certifying officer andave indicated in this annual report whether orthete were significant changes in
internal controls or in other factors that coulgrsiicantly affect internal controls subsequenttte date of our most recent
evaluation, including any corrective actions wiglgard to significant deficiencies and material wessses

Date: March 28, 2003

/sl Sidney B. DeBoer

Sidney B. DeBoer

Chairman of the Board,

Chief Executive Officer and Secretary
Lithia Motors, Inc.
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CERTIFICATION PURSUANT TO
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

I, Jeffrey B. DeBoer, certify that:

1. I have reviewed this annual report on Forr-K of Lithia Motors, Inc.;

2.  Based on my knowledge, this annual report doésamain any untrue statement of a material facoit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual re

3. Based on my knowledge, the financial statememdsogher financial information included in this amhreport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this annual repor

4.  The registrant’s other certifying officer andréaesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a) designed such disclosure controls and procedaressure that material information relating to thgistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in which this
annual report is being prepart

b) evaluated the effectiveness of the registrangslasure controls and procedures as of a datendth days prior to the
filing date of this annual report (tIEvaluation Dat"); and

c) presented in this annual report our conclusitnmiathe effectiveness of the disclosure controts @rocedures based on
our evaluation as of the Evaluation De

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatighe registrant’s auditors and the
audit committee of registre’s board of directors (or persons performing thevedent function):

a) all significant deficiencies in the design or ca@n of internal controls which could adverseffeet the registrant’s ability to
record, process, summarize and report financia datl have identified for the registranduditors any material weaknesse
internal controls; an

b) any fraud, whether or not material, that involuesnagement or other employees who have a sigmifiode in the registrant’s
internal controls; an

6.  The registrant’s other certifying officer anddve indicated in this annual report whether orthete were significant changes in
internal controls or in other factors that coulghgiicantly affect internal controls subsequentite date of our most recent
evaluation, including any corrective actions wiglgard to significant deficiencies and material wessses

Date: March 28, 2003

/sl Jeffrey B. DeBoer

Jeffrey B. DeBoer

Senior Vice President

and Chief Financial Officer
Lithia Motors, Inc.
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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 SubsidiargsfaDecember 31, 2002 and 2001,
the related consolidated statements of operatara)ges in stockholders’ equity and comprehensieeme and cash flows for each of the
years in the thre-year period ended December 31, 2002. These cdasedi financial statements are the responsibifithe Company’s
management. Our responsibility is to express aniopion these consolidated financial statementedas our audits.

We conducted our audits in accordance with auditagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgd the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Lithia Motors, Inc. and Subsidiaries as of Debem31, 2002 and 2001, and the consolidated resiullteir operations and their cash flows
for each of the years in the three-year period eémcember 31, 2002, in conformity with accounfimiciples generally accepted in the
United States of America.

As discussed in note 1 to the financial statemefitsctive January 1, 2001, the Company adoptegiinesions of Statement of Financial
Accounting Standards (SFAS) No. 12@&counting for Derivative Instruments and Hedging Activities, as amended. As also discussed in note
1 to the financial statements, effective July 102ahe Company adopted the provisions of SFASIM&, Business Combinations, and

certain provisions of SFAS No. 14@podwill and Other Intangible Assets, as required for goodwill and intangible assessiittng from
business combinations consummated after June 8Q, Eifective January 1, 2002, the Company adoiftedemaining provisions of SFAS
No. 142.

KPMG LLP

February 7, 2003, except as to note 15,
which is as of February 25, 2003
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LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands)

December 31,

2002 2001
Assets
Current Assets
Cash and cash equivalel $ 15,93. $ 18,81«
Contracts in trans 41,49: 41,04
Trade receivables, net of allowance for doubtfigcamts of $455 and $5( 40,68( 33,19¢
Notes receivable, current portion, net of allowafuredoubtful accounts of $247 and $¢ 167 1,361
Inventories, ne 445,90¢ 275,39¢
Vehicles leased to others, current pori 5,341 5,55¢
Prepaid expenses and ot 5,707 3,75¢
Deferred income taxe 55C 1,28¢
Total Current Asset 555,77¢ 380,40¢
Land and buildings, net of accumulated depreciatioh3,618 and $2,0¢ 118,69t 84,73¢
Equipment and other, net of accumulated depreciaticé14,602 and $9,6¢ 58,21t 37,23¢
Notes receivable, less current port 881 244
Vehicles leased to others, less current pol 19 122
Goodwill, net of accumulated amortization of $9,40i $9,40° 185,21 149,74.
Other intangible assets, net of accumulated anadioiz of $330 and $31 20,98t 7,107
Other noi-current assel 2,26: 3,34:
Total Assets $942,04¢ $662,94-
| |
Liabilities and Stockholders’ Equity
Current Liabilities:
Flooring notes payab $364,63! $211,94°
Current maturities of lor-term debt 4,46¢ 10,20:
Trade payable 19,44* 16,89«
Accrued liabilities 40,92« 36,53
Total Current Liabilities 429,471 275,57!
Used Vehicle Flooring Facilit 63,00( 69,00(
Real Estate Debt, less current maturi 73,79¢ 40,69:
Other Lon¢-Term Debt, less current maturiti 30,91« 55,13}
Deferred Revenu 1,615 1,481
Other Lon¢-Term Liabilities 9,581 8,181
Deferred Income Taxe 13,67¢ 9,38(
Total Liabilities 622,05t 459,44
Stockholder Equity:
Preferred stock - no par value; authorized 15,0@0es; 15 shares designated Series M Preferred
issued and outstanding 0 and — 5,80¢
Class A common stock - no par value; authorizedd@®shares; issued and outstanding 14,299 and
8,894 203,57 113,55:
Class B common stoc- no par value authorized 25,000 shares; issued atsthading 3,762 and 4,0 46¢ 502
Additional paic-in capital 92¢ 507
Accumulated other comprehensive |i (2,517%) (2,09])
Retained earning 117,53t 85,22(
Total Stockholder Equity 319,99: 203,49
Total Liabilities and Stockholde’ Equity $942,04¢ $662,94-
| |

See accompanying notes to consolidated finanassients.
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Revenues
New vehicle sale
Used vehicle sale
Service, body and par
Finance and insurant
Fleet and othe

Total revenue
Cost of sale:

Gross profi

Selling, general and administrati
Depreciatior- buildings
Depreciatior- equipment and othi
Amortization

Income from operation
Other income (expense
Floorplan interest expen:

Other interest expen:
Other income, ne

Income before income tax
Income tax expens

Net income

Basic net income per she

Shares used in basic net income per s
Diluted net income per sha

Shares used in diluted net income per s

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

Year Ended December 31,

2002 2001 2000
$1,284,65 $ 993,63 $ 899,65
738,14¢ 585,41 482,20
229,97 187,72 164,00;
81,06¢ 65,81 55,01¢
43,11¢ 40,59¢ 57,72:
2,376,961 1,873,18 1,658,61
2,002,15 1,566,71; 1,391,04;
374,80 306,47 267,56
296,13 239,04 195,50(
2,40t 1,261 994
5,39( 4,221 3,42t
18 3,79: 3,18¢
70,85: 58,15¢ 64,46¢
(11,289 (14,497 (17,729
(6,11F (7,829 (7,917)
(68 (410) 71€
(18,08) (22,729 (24,929
52,76¢ 35,42¢ 39,53t
(20,45() (13,67¢ (15,22:)
$ 32,31¢ $ 21,75 $ 24,31
| | |
$ 1.8 $  16C $ 176
| |
17,23: 13,37: 13,65:
| | |
$ 1.8 $  1.6C $  1.7€
| | |
17,59¢ 13,61: 13,80:
| | |

See accompanying notes to consolidated finanassients.
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LITHIA MOTORS, INC. AND SUBSIDIARIES

Consolidated Statements of Changes in Stockholdergquity and Comprehensive Income
For the years ended December 31, 2000, 2001 and 200

(In thousands, except share data)

Series M Preferred Stock

Common Stock

Class A

Class B

Shares Amount

Shares

Amount

Shares Amount

Balance at December 31, 1999
Comprehensive incom

Net income

Unrealized gain on investmer

Total comprehensive incon
Issuance of stock in connection with acquisiti
Issuance of stock in connection with employee
stock plans
Repurchase of Class A Common St
Compensation for stock option issuan

Balance at December 31, 2000
Comprehensive incom
Net income
Unrealized loss on investments,
Cash flow hedge:
Cumulative effect of adoption of SFAS 133,
net of tax effect of $59
Net derivative losses, net of tax effect
$1,237
Reclassification adjustment, net of tax effec
$(523)

Total comprehensive incon
Issuance of stock in connection with employee
stock plans
Conversion of Series M Preferred St(
Conversion of Class B Common Stc
Compensation for stock option issuan

Balance at December 31, 2001
Comprehensive incom
Net income
Unrealized gain on investments,|
Cash flow hedge:
Net derivative losses, net of tax effect
$1,234
Reclassification adjustment, net of tax effec
$(963)

Total comprehensive incon
Issuance of stock in connection with public offgr
Issuance of stock in connection with acquisit
Issuance of stock in connection with employee
stock plans
Conversion and redemption of Series M Preferred
Stock
Conversion of Class B Common Stc
Compensation for stock option issuances and tax
benefits from option exercis

Balance at December 31, 20C

10,36( $ 6,21¢

7,824,46:

303,54.

324,08:
(40,000)

$102,33:

4,50C

2,21¢
(481)

4,087,00 $50¢

(5,189 (3,109

8,412,08

169,49:
265,24
47,28

108,56

4,087,001 50¢

(47.28) (6)

9,67¢ 5,80¢

(9,676) (5,80€)

8,894,10

4,500,001
25,00(

352,83t

249,31:
277,48t

77,19¢
47t

5,067

7,25C
34

4,039,71! 502

(277,489 (34)

14,298,74

$203,57°

3,762,23. $46¢



[Additional columns below

[Continued from above table, first column(s) repet

Accumulated

Other
Compre-
Additional hensive Total
Paid In Income Retained Stockholders'
Capital (Loss) Earnings Equity
Balance at December 31, 19¢ $ 7,42¢ $ — $ 39,15! $155,63¢
Comprehensive incom
Net income — — 24,31 24,311
Unrealized gain on investmer — 15 — 15
Total comprehensive incon 24,32¢
Issuance of stock in connection with acquisiti (7,200 — — (D]
Issuance of stock in connection with employee sfiaks — — — 2,21z
Repurchase of Class A Common St — — — (487)
Compensation for stock option issuan 78 — — 78
Balance at December 31, 20C 30¢€ 15 63,46¢ 181,77
Comprehensive incom
Net income — — 21,75« 21,75«
Unrealized loss on investments, — (26) — (26)
Cash flow hedge:
Cumulative effect of adoption of SFAS 133, netax éffect
of $594 — (94¢) — (94¢)
Net derivative losses, net of tax effect of $1,. — (1,969 — (1,969
Reclassification adjustment, net of tax effect (#23) — 831 — 831
Total comprehensive incon 19,64¢
Issuance of stock in connection with employee sfilaks — — — 1,87:
Conversion of Series M Preferred St (20 — — (20
Conversion of Class B Common Stc — — — —
Compensation for stock option issuan 221 — — 221
Balance at December 31, 20C 507 (2,097 85,22( 203,49
Comprehensive incom
Net income — — 32,31¢ 32,31¢
Unrealized gain on investments,| — 3 — 3
Cash flow hedge:
Net derivative losses, net of tax effect of $1,. — (1,94%) — (1,94¢)
Reclassification adjustment, net of tax effect (#6B) — 1,51¢ — 1,51¢
Total comprehensive incon 31,89(
Issuance of stock in connection with public offgr — — — 77,19¢
Issuance of stock in connection with acquisit — — — 47¢
Issuance of stock in connection with employee sfilaks — — — 5,067
Conversion and redemption of Series M Preferredk (12) — — 1,43:
Conversion of Class B Common Stc — — — —
Compensation for stock option issuances and tagflisrirom
option exercise 43: — — 43:
Balance at December 31, 20C $ 92¢ $(2,517) $117,53¢ $319,99:
| | L] L]

See accompanying notes to consolidated financassients.
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LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Cash flows from operating activitie

Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation and amortizatic

Compensation related to stock option issual
(Gain) loss on sale of ass:

(Gain) loss on sale of vehicles leased to ot
Gain on sale of franchis

Deferred income taxe

Equity in (income) loss of affiliat

(Increase) decrease, net of effect of acquisiti
Trade and installment contract receivables,

Contracts in trans
Inventories

Prepaid expenses and ot
Other noi-current asset

Increase (decrease), net of effect of acquisiti

Floorplan notes payab
Trade payable
Accrued liabilities
Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie

Notes receivable issut
Principal payments received on notes receiv
Capital expenditure:

Non-financeable

Financeablt
Proceeds from sale of ass
Proceeds from sale of vehicles leased to of
Expenditures for vehicles leased to ott
Cash paid for other investmet
Cash paid for acquisitions, net of cash acqu
Cash from sale of franchis
Distribution from affiliate

Net cash used in investing activiti

Cash flows from financing activitie

Net borrowings (repayments) on lines of cre
Payments on capital lease obligatit
Principal payments on lo-term debt
Proceeds from issuance of I-term debr
Repurchase of common sta

Redemption of Series M Preferred St
Proceeds from issuance of common sl

Net cash provided by financing activiti

Increase (decrease) in cash and cash equiv:
Cash and cash equivaler

Beginning of yea

End of yeal

Supplemental disclosures of cash flow informat

Cash paid during the period for inter

(In thousands)

Year Ended December 31,

2002 2001 2000
$ 32,316 $ 21,75¢ $ 24,31
7,81: 9,27t 7,60¢
16¢ 221 78
77 (43) 55
58 (20) 13
(50) (352) —
4,96 (97) 19€
(@) 87 (30)
(4,512) (1,007) (3,701)
1,62€ (8,079 (11,310
(107,12 64,20 1,814
(1,12€) 654 (391)
1,477 (662) (1,426)
106,58: (58,327) 7,08:
2,03z 3,24¢ 814
2,53¢ 10,95¢ (1,366)
83t (630) 1,237
47,66t 41,18( 24,97
(179) (902) (734)
1,41( 2,71¢ 4,197
(5,691) (4,439 (3,599
(32,797 (26,247 (22,389
1,672 7,63¢ 1,14¢
2,21¢ 4,67t 6,597
(7,372) (6,225) (9,70)
(38 — —
(81,69%) (45,49¢) (57,657
53t 7,06( 1,281
— — 38C
(122,279 (61,227 (80,472
(28,000) 24,00 54,12
) (132) (107)
(11,212 (9,776) (13,56()
33,05¢ 17,08¢ 9,43(
— (481)
(4,366) — —
82,26¢ 1,85¢ 2,21¢
71,73: 33,03 51,61
(2,882) 12,98° (3,882)
18,81« 5,827 9,70¢
$ 15,93 $ 18,81« $ 5,827
| | |
$ 17,100 $ 23,28: $ 25,58(



Cash paid during the period for income ta 16,54
Supplemental schedule of noncash investing andding activities

Stock issued in connection with acquisitic $ 47%

Debt assumed/issued in connection with acquisil 3,31¢

Termination of capital leas —
Assets acquired with de —
Debt extinguished through refinanci 4,36(

See accompanying notes to consolidated finanassients.
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LITHIA MOTORS, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2002, 2001 and 2000

(1) Summary of Significant Accounting Policies
Organization and Business

Lithia is a leading operator of automotivatthises and retailer of new and used vehicles endcgs. As of December 31, 2002, Lithia
offered 24 brands of new vehicles through 130 fnéges in 69 stores in the western United Stateoaadthe Internet. As of December 31,
2002, Lithia operated 17 stores in Oregon, 11 ilif@aia, 10 in Washington, 7 in Texas, 6 in Idabdn Colorado, 5 in Nevada, 3 in South
Dakota, 2 in Alaska and 2 in Nebraska. Lithia sei&/ and used cars and light trucks; sells replac¢marts; provides vehicle maintenance,
warranty, paint and repair services; and arrangiased financing and insurance for its automotivgt@mers.

Principles of Consolidation

The accompanying financial statements refleetresults of operations, the financial positimg the cash flows for Lithia Motors, Inc. ¢
its directly and indirectly wholly-owned subsidiesi All significant intercompany accounts and teati®ns, consisting principally of
intercompany sales, have been eliminated upon tdation.

Cash and Cash Equivalents
Cash and cash equivalents are defined asoraand and cash in bank accounts
Contracts in Transit

Contracts in transit relate to amounts dumfrt@rious lenders for the financing of vehiclesdsahd are typically received within five days
of selling a vehicle.

Trade Receivables

Trade receivables include amounts due fronoeoousrs for vehicles and service and parts busirfiess, manufacturers for factory rebates,
dealer incentives and warranty reimbursement, arsze¢ companies, finance companies and other n@seells receivables.

Inventories

The Company accounts for inventories at tinefoof market value or cost, using the specifimtdiezation method for vehicles and the
first-in first-out (FIFO) method for parts (colléatly, the FIFO method).

Vehicles Leased to Others and Related Leases Rabkv

Vehicles leased to others are stated at caktlapreciated over their estimated useful livege@rs) on a straight-line basis. Lease
receivables result from customer, employee and fidases of vehicles under agreements that quadifyperating leases. Leases are cance
at the option of the lessee after providing 30 dasigen notice. Vehicles leased to others aresifi@sl as current or non-current based on the
remaining lease term.
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Property, Plant and Equipment

Property, plant and equipment are stated sttared are being depreciated over their estimagetullives, principally on the straight-line
basis. The range of estimated useful lives is baWs:

Buildings and improvemen 40 year
Service equipmer 51to 10 yeat
Furniture, signs and fixture 5to 10 yeat

The cost for maintenance, repairs and minoewals is expensed as incurred, while significanewals and betterments are capitalized. In
addition, interest on borrowings for major capjiedjects, significant renewals and bettermentsstalized. Capitalized interest then
becomes a part of the cost of the depreciable asseis depreciated according to the estimatedilbeds as previously stated.

When an asset is retired or otherwise dispo$githe related cost and accumulated depreciatiememoved from the accounts, and any
gain or loss is credited or charged to income.

Leased property meeting certain criteria sitedized and the present value of the relatedel@ayments is recorded as a liability.
Amortization of capitalized leased assets is coegboin a straight-line basis over the shorter oldeful life or the term of the lease and is
included in depreciation expense.

Environmental Liabilities and Expenditures

Accruals for environmental matters, if anye egcorded in operating expenses when it is prelthldlt a liability has been incurred and the
amount of the liability can be reasonably estimagextrued liabilities are exclusive of claims agaithird parties and are not discounted.

In general, costs related to environmentale@iation are charged to expense. Environmentas @stcapitalized if such costs increase the
value of the property and/or mitigate or preventtamination from future operations.

Lithia is aware of contamination at certairitefcurrent and former facilities, and is in thregess of conducting investigations and/or
remediation at some of these properties. Basetsauirent information, Lithia does not believetthay costs or liabilities relating to such
contamination, other environmental matters or caamgke with environmental regulations will have atenial adverse effect on its cash flo\
results of operations or financial condition. Thea@ be no assurances, however, that additioné&osmrental matters will not arise or that
new conditions or facts will not develop in theurg at Lithia’s current or formerly owned or opechfacilities, or at sites that it may acquire
in the future, that will result in a material adsereffect on its cash flows, results of operatmninancial condition.

Income Taxes

Income taxes are accounted for under the asskliability method as prescribed by Statemerfinéncial Accounting Standards
(“SFAS”) No. 109 “Accounting for Income Taxes.” [fed tax assets and liabilities are recognizedh®future tax consequences
attributable to differences between the finandialesnent carrying amounts of existing assets afdilies and their respective tax bases and
operating loss and tax credit carryforwards. Defétax assets and liabilities are measured usiagted tax rates expected to apply to taxable
income in the years in which those temporary diffices are expected to be recovered or settledeffdet on deferred tax assets and
liabilities of a change in tax rates is recogniiethcome in the period that includes the enactndei.

F-7




Table of Contents
Computation of Per Share Amounts

Basic earnings per share (EPS) and diluted&® $omputed using the methods prescribed by S¥®328, “Earnings per Share.”
Following is a reconciliation of basic EPS and @illiIEPS (in thousands, except per share amounts):

Year Ended December 31, 2002 2001 2000
Per Per Per
Share Share Share
Income Shares Amount Income Shares Amount Income Shares Amount
Basic EPS
Income available to common
stockholder: $32,31¢ 17,23:  $1.8¢ $21,75¢ 13,37.  $1.6: $24,31: 13,65: $1.7¢
| | |
Diluted EPS
Stock options — 36& — 241 — 152
Income available to common
stockholders $32,31¢ 17,59¢ $1.84 $21,75¢ 13,61: $1.6C $24,31: 13,80« $1.7¢
| | |

Zero, 451,000 and 683,000 shares issuableiguir$o stock options have not been included iratieve calculations for 2002, 2001 and
2000, respectively, since they would have beerddumtive, or “not in the money.”

Advertising

The Company expenses production and othes obstdvertising as incurred as a component ohgglyyeneral and administrative exper
Advertising expense, net of manufacturer creditss $17.8 million, $15.7 million and $15.3 millioorfthe years ended December 31, 2002,
2001 and 2000, respectively. Advertising crediteieed from manufacturers are deferred and creditedivertising expense as related
vehicles are sold.

Goodwill and Other Identifiable Intangible Assets

Goodwill represents the excess purchase prieefair value of net assets acquired, which isatiocable to separately identifiable
intangible assets. Other identifiable intangiblseds represent the franchise value of stores aatjgince July 1, 2001. Substantially all of the
Company'’s other identifiable intangible assets Hadefinite useful lives.

Pursuant to SFAS No. 142, “Goodwill and Ottmtangible Assets,” which was adopted in the fiygarter of 2002, goodwill and other
identifiable intangible assets are no longer amedj but, instead, tested for impairment, at laastially, in accordance with the provisions
SFAS No. 142.

The Company adopted the provisions of SFASIMA. “Business Combinations” effective July 1, 2084 required, upon adoption of
SFAS No. 142, SFAS No. 141 required that Lithial@ate its existing intangible assets and goodwilit were acquired in prior purchase
business combinations, and make any necessargs#itations in order to conform with the critemmaSFAS No. 141 for recognition apart
from goodwill. Lithia did not reclassify any intaibes upon adoption of SFAS No. 142.

Lithia tested its goodwill and other identifia intangible assets for impairment utilizing tiscounted cash flows method in accordance
with the provisions of SFAS No. 142 during thetfiyjsarter of 2002 and determined that no impairnesges were required to be recognized.
Growth rates utilized in the calculation were ctdoed individually for each region with data dedviecom the U.S. Census Bureau on
population growth and the U.S. Department of LaBareau of Labor Statistics for historical consumece index data. The discount rate
applied to the future cash flows was derived fro@apital Asset Pricing Model, which factors in auigy risk premium and a risk free rate.
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The following table discloses what reportetineome would have been in all periods presented o the adoption of SFAS No. 142
exclusive of amortization expense (including argtesl tax effects) recognized in those periodgedlto goodwill and other identifiable
intangible assets that are no longer being amatktize

Year Ended December 31,

(In thousands, except per share amounts) 2001 2000
Net income as reporte $21,75¢ $24,31%
Add back amortization of goodwill and other intaboigi
assets, net of tax effect of $(1,414) and $(1,: 2,25( 1,93¢
Adjusted net incom $24,00¢ $26,24¢
I I
Basic net income per share as repo $ 1.6 $ 1.7¢
Adjustment for add back of amortization expensé ofie
tax effect 0.17 0.14
Adjusted basic net income per sh $ 1.8C $ 1.92
| |
Diluted net income as report: $ 1.6C $ 1.7¢
Adjustment for add back of amortization expenseé ofie
tax effect 0.1¢ 0.14
Adjusted diluted net income per shi $ 1.7¢ $ 1.9C
I I

Concentrations of Credit Risk

Concentrations of credit risk with respectrtale receivables are limited due to the large rarmbcustomers comprising the Company’s
customer base. Receivables from all manufactucasumted for 21.5% and 14.9%, respectively, ofl tataounts receivable at December 31,
2002 and 2001. Included in the 21.5% is one manwfacwho accounted for 8.8% of the total accouetgivable balance at December 31,
2002. Included in the 14.9% is one manufacturer admunted for 5.6% of the total accounts rece@vbblance at December 31, 2001.

Financial instruments, which potentially sulbjne Company to concentrations of credit risksist principally of cash deposits. The
Company generally is exposed to credit risk frodambees on deposit in financial institutions in esccef the FDIC-insured limit.

Financial Instruments and Market Risks

The carrying amount of cash equivalents, emtsrin transit, trade receivables, trade payablxsued liabilities and short term borrowings
approximates fair value because of the short-teatare of these instruments. The fair values of i{tsrgy debt and notes receivable for leased
vehicles accounted for as sales-type leases winea¢sd by discounting the future cash flows usimayket interest rates and do not differ
significantly from that reflected in the financ&htements.

Fair value estimates are made at a specifitt potime, based on relevant market informatibow the financial instrument. These
estimates are subjective in nature and involve iaicties and matters of significant judgment ametréfore cannot be determined with
precision. Changes in assumptions could signiflgaaffect the estimates.

Lithia has variable rate floor plan notes gagaand other credit line borrowings that subjetd imarket risk exposure. At December 31,
2002 Lithia had $490.8 million outstanding undectstacilities at interest rates ranging from 2.88%4.13% per annum. An increase or
decrease in the interest rates would affect intengsense for the period accordingly.
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Lithia also subjects itself to credit risk amdrket risk by entering into interest rate sw&ee Note 4. The Company minimizes the credit
or repayment risk in derivative instruments by entginto transactions with high quality instituti®, whose credit rating is higher than Aa.

Derivative Financial Instruments

Lithia enters into interest rate swap agredamgnreduce its exposure to market risks from ghaninterest rates on its new vehicle
floorplan lines of credit. The difference betwesterest paid and interest received, which may chasgnarket interest rates change, is
accrued and recognized as floorplan interest expéha swap is terminated prior to its maturitye gain or loss is recognized over the
remaining original life of the swap if the item fggdl remains outstanding, or immediately if the iteedged does not remain outstanding. If
the swap is not terminated prior to maturity, e tinderlying hedged debt item is no longer outhtay the interest rate swap is marked to
market, and any unrealized gain or loss is recaghimmediately.

Effective January 1, 2001, Lithia adoptedghavisions of SFAS No. 133, “Accounting for Deriieg Instruments and Hedging
Activities,” as amended by SFAS No. 138, “Accougtfor Certain Derivative Instruments and Certairdéiag Activities-an amendment of
FASB Statement No. 133" and SFAS No. 137, “Accaugfior Derivative Instruments and Hedging Activitiécollectively, “the Standardy”
The Standards require that all derivative instrutm¢including certain derivative instruments emtedtith other contracts) be recorded on the
balance sheet as either an asset or liability nmedsat its fair value, and that changes in thevdéries fair value be recognized currently in
earnings unless specific hedge accounting critggamet. Upon adoption of the Standards, the Coynpenorded a liability of $1.5 million
and a corresponding, net-of-tax cumulative-effgpetadjustment of $948,000 in accumulated othempeehensive income to recognize, at
fair value, all derivatives that are designatedash-flow hedging instruments.

Letters of Credit and Surety Bonds

In the ordinary course of business, the Compginequired to post performance and surety bamdsletters of credit as may be requiret
various states, regulatory bodies, or other thadigs. At December 31, 2002, the amount issuedetdt$3.3 million, with expiration dates
ranging from February 2003 to August 2006.

Use of Estimates

The preparation of financial statements infeomity with accounting principles generally acasgpin the United States of America requ
management to make estimates and assumptiondfizttthe amounts reported in the consolidatednione statements and related notes to
financial statements. Changes in such estimatesaffiagt amounts reported in future periods.

Estimates are used in the calculation of @ereserves the Company maintains for charge baglestimated cancellations of service
contracts, life, accident and disability insurapodicies, and finance fees from financial instibmis. The Company also uses estimates in the
calculation of various accruals and reserves inofydnticipated workers compensation premium exgenslated to a retrospective cost
policy, estimated uncollectible accounts and notesivable, environmental matters and warranty.

F-10




Table of Contents
Revenue Recognition

Revenue from the sale of vehicles is recoghigeon delivery, when the sales contract is sigded,n payment has been received and
funding has been approved from the lending agéeétBales of vehicles whereby the Company doetaketpossession of the vehicles are
shown on a net basis in fleet and other revenue.

Finance fees earned by the Company for ndéeeg with financial institutions in connection vitustomer vehicle financing are
recognized, net of estimated charge-backs, asdéand insurance revenue upon acceptance of thi leyethe financial institution.
Insurance income from third party insurance comggfor commissions earned on credit life, accidewt disability insurance policies sold
connection with the sale of a vehicle are recoghinet of administration fees and anticipated chatoens, as finance and insurance revenue
upon execution of the insurance contract.

Commissions from third party service contragts recognized, net of administration fees anitigated cancellations, as finance and
insurance revenue upon sale of the contracts.

Warranty

The Company offers a @y limited warranty on the sale of retail usedieigls. The Company estimates its warranty liablhised on th
number of vehicles sold and an estimated cost @leicke based on past experience. The estimate@dmtgris added to cost of sales upon sale
of the related vehicle. At December 31, 2002 ar@fl2@ccrued warranty totaled $525,000 and $456@3pgectively, and is included in other
current liabilities on the consolidated balancesthe

Comprehensive Income

Comprehensive income includes the unrealizéd gn investments and the fair value of cash thegdging instruments that are reflected in
stockholders’ equity, net of tax, instead of nepime.

Major Supplier and Dealer Agreements

The Company purchases substantially all afiéis vehicles and inventory from various manufarsiat the prevailing prices charged by
auto makers to all franchised dealers. The Compamyerall sales could be impacted by the auto nsaksability or unwillingness to supply
the dealership with an adequate supply of populzdeis.

The Company enters into agreements (Dealeedxgents) with the manufacturers. The Dealer Agregsrgenerally limit the location of
the dealership and provide the auto maker appriyais over changes in dealership management anémship. The automakers are also
entitled to terminate the Dealer Agreements ifdbalership is in material breach of the terms. Chepany'’s ability to expand operations
depends, in part, on obtaining consents of the faatwrers for the acquisition of additional dealps.

Stock-Based Compensation

SFAS No. 123, “Accounting for Stock-Based Cemgation,” which establishes a fair value-basedhatebdf accounting for stock-based
compensation plans and requires additional disobssior those companies that elect not to adopa¢isemethod of accounting, was issue
October 1995. The Company has elected to contmaedount for stock options under APB Opinion N®, ‘Accounting for Stock Issued to
Employees.” Entities electing to remain with theamting in APB No. 25 must make pro forma discteswof net income and earnings per
share, as if the fair value based method of acaogidefined in SFAS No. 123 had been adopted. lcebBier 2002, SFAS No. 148
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“Accounting for Stock-Based Compensation - Transitand Disclosure” was issued. SFAS No. 148 am&radsS No. 123 for certain
transition provisions for companies electing totdbe fair value method and amends SFAS No. 128ddain financial statement
disclosures, including interim financial statemeiiise Company adopted SFAS No. 148 in December.Zll@®2 Company has elected to
account for its stock-based compensation planscfwéie described in Note 10) under APB No. 25. Campany has computed, for pro
forma disclosure purposes, the impact on net incantenet income per share if the Company had ateddor its stock-based compensation
plans in accordance with SFAS No. 123 as follows:

Year Ended December 31, 2002 2001 2000

Net income, as reporte $32,31¢ $21,75¢ $24,31:
Add — Stock-based employee compensation expenkelatt

in reported net income, net of related tax effi 10z 13t 48

Deduct - total stock-based employee compensatiparee
determined under the fair value based method f@vedrds

net of related tax effec (2,016 (2,477) (2,339
Net income, pro form $30,40: $19,41¢ $22,02¢
| | |

Basic net income per sha
As reportec $ 1.8¢ $ 1.62 $ 1.7¢
| | |
Pro forma $ 1.7¢ $ 1.4 $ 1.61

Diluted net income per shat

As reportec $ 1.8¢ $ 1.6C $ 1.7¢
| | |
Pro forma $ 1.7¢ $ 1.4 $ 1.61
| | |

The Company used the Black-Scholes optioringimodel and the following weighted average asgiong in calculating the value of all
options granted during the periods presented:

Year Ended December 31, 2002 2001 2000
Risk-free interest rat 4.0(% 4.5(% 6.5(%
Expected dividend yiel 0.0(% 0.0(% 0.0(%
Expected live— 2001 Plar 8.0 years 8.0 years 7.0 year:
Purchase Pla 3 months 3 months 3 months
Expected volatility 46.8(% 46.72% 47.4%

Using the Black-Scholes methodology, the tesdlie of options granted during 2002, 2001 and)208s $4.0 million, $3.9 million and
$6.5 million, respectively, which would be amortizen a pro forma basis over the vesting periodhefdaptions, typically four to five years
options granted from the 2001 Plan and three mdothgptions granted from the Purchase Plan. Thghted average fair value of options
granted during 2002, 2001 and 2000 was $5.78, &h8067.79 per share, respectively.

Segment Reporting

Based upon definitions contained within SFA& N31 “Disclosures about Segments of an EnterpariseRelated Information,” the
Company has determined that it operates in one segmutomotive retailing.

Reclassifications

In 2002, the Company reclassified documeméges from finance and insurance income to newuaed vehicle revenue, as appropriate,
in order to bring the Company’s reporting standandge with industry standards. The resultingeeffwas approximately $100 per vehicle
less finance and insurance income and a correspgimtrease in new and used vehicle gross margotrdingly, revenue by product line
has been reclassified for prior periods in orddr@aonsistent with the 2002 presentation.
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In addition, contracts in transit, previouphgsented within cash and cash equivalents, welassfied to a separate line item on the
accompanying consolidated balance sheet.

(2) Inventories and Related Notes Payable

The new and used vehicle inventory, collateired related notes payable, and other inventorseves follows (in thousands):

December 31,

2002 2001

Inventory Notes Inventory Notes

Cost Payable Cost Payable

New and program vehicle $340,45° $364,63! $191,59¢ $211,94°
Used vehicle: 85,17( 63,00( 67,01¢ 69,00(
Parts and accessori 20,28: — 16,78: —
Total inventories $445,90¢ $427,63! $275,39¢ $280,94
| | | |

The inventory balance is generally reducednlapufacturer holdbacks and incentives, while tieted floor plan liability is reflective of
the gross cost of the vehicle. The floor plan lighias shown in Notes Payable in the above takik generally also be higher than the
inventory cost due to the timing of the sale okhicle and payment of the related liability.

All new vehicles are pledged to collaterafib®r plan notes payable to financial institutiof$ie floor plan notes payable bear interest,
payable monthly on the outstanding balance, ateaafainterest determined by the lender, subjeat¢entives. The new vehicle floor plan
notes are due when the related vehicle is soldush, these floor plan notes payable are shownrasnt liabilities in the accompanying
consolidated balance sheets.

At December 31, 2002 and 2001, used vehictre wledged to collateralize a $150 million linecoddit.

(3) Property, Plant and Equipment (in thousands)

December 31, 2002 2001

Buildings and improvemen $ 69,11: $ 34,14¢
Service equipmer 16,92¢ 9,872
Furniture, signs and fixture 53,27 31,70

139,31 75,72:
Less accumulated depreciati- buildings (3,619 (2,099
Less accumulated depreciati- equipment and othe (14,60:) (9,695

121,09¢ 63,92¢
Land 52,24: 41,60°
Construction in progress, buildin 95€ 11,08:
Construction in progress, otf 2,61t 5,36(

$176,91: $121,97°

I I
(4) Derivative Financial Instruments

The Company believes it is prudent to limé thariability of a portion of its interest paymemgcordingly, the Company has entered into
interest rate swaps to manage the variabilitysointerest rate exposure, thus leveling a portfatsdnterest expense in a rising or falling rate
environment.
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The interest rate swaps change the variaiteeash flow exposure on a portion of the flopdebt to fixed rate cash flows by entering
receive-variable, pay-fixed interest rate swapédrihe interest rate swaps, the Company receméable interest rate payments and makes
fixed interest rate payments, thereby creatingdfisede flooring debt.

Through December 31, 2002, the Company haseghinto the following interest rate swaps witlsLBank Dealer Commercial Services:

. effective September 1, 2C—a five year, $25 million interest rate swap ab@di rate of 6.88% per annu

. effective November 1, 20—a three year, $25 million interest rate swap atedfrate of 6.47% per annu

The Company earns interest on both of theriflion interest rate swaps at the one-month LIB@E adjusted on the first and sixteenth
of every month and pays interest at the fixed satdfor each swap (6.88% or 6.47% per annum) osdhee amount. The difference between
interest earned and the interest obligation accizieeteived or paid each month and is recordélddrconsolidated statements of operatiol
flooring interest expense. The one-month LIBOR etBecember 31, 2002 was 1.38% per annum.

The Company does not enter into derivativerimsents for any purpose other than to managedsteate exposure. That is, the Company
does not speculate using derivative instruments.

The fair value of interest rate swap agreemantl the amount of hedging losses deferred orestteate swaps was $4.1 million and $3.4
million, respectively, at December 31, 2002 andl2@hanges in the fair value of the interest rateps are reported, net of related income
taxes, in accumulated other comprehensive incomnesd amounts are subsequently reclassified irtoeisit expense as a yield adjustment
over the remaining lives of the swaps. Becausetitieal terms of the interest rate swap and theeulying debt obligation are the same, there
was no ineffectiveness recorded in interest expense

Incremental interest expense, net of tax,nmecbias a result of the interest rate swaps wasrillion and $832,000, respectively, in 2002
and 2001 and was immaterial in 2000. Interest es@savings, net of tax, on un-hedged debt as # ofgslecreasing interest rates during
2002 was $204,000 and was approximately $3.9 miilia2001.

At current interest rates, the Company est#ttat it will incur additional interest expenset of tax, of approximately $1.5 million
related to its interest rate swaps during 2003.

See also Note 15 Subsequent Events for aigésaorof new interest rate swaps.
(5) Lines of Credit and Long-Term Debt

The Company has credit facilities with FordtitoCredit Company totaling $530 million, which éxgpDecember 1, 2003, with interest
due monthly. The facilities include $250 milliorr feew and program vehicle flooring, $150 millionm fsed vehicle flooring and $130 milli
for store acquisitions. The Company has the opgtiaconvert the acquisition line into a five-yeamtdoan.

The credit lines with Ford Motor Credit ar@ss-collateralized and are secured by inventogo@aats receivable, intangible assets and
equipment. The Company pledged to Ford Motor Crtbditstock of all of its subsidiaries except eaesitoperating BMW, Honda, Nissan or
Toyota stores.
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The financial covenants in the agreement Wwahd Motor Credit require the Company to maintameliance with, among other things,
(1) specified ratios of total debt to tangible beapital; (2) specified ratios of total adjustedit® tangible base capital; (3) specific current
ratio; (4) specific fixed charge coverage ratiod #B) positive net cash. The Ford Motor Credit agrents also preclude the payment of cash
dividends without prior consent. The Company wasdmpliance with all such covenants at Decembef802.

Toyota Financial Services, DaimlerChryslerdficial Corporation and General Motors Acceptancg@ation have agreed to floor all of
our new vehicles for their respective brands withd@Motor Credit serving as the primary lenderdbirother brands. These new vehicle lines
are secured by new vehicle inventory of the relebaands.

The Company also has a real estate line ditondéth Toyota Financial Services totaling $40 Iioih, which expires July 2, 2006. This line
of credit is secured by the real estate financetbuthis line of credit.

In addition, U.S. Bank N.A. has extended a.$2iillion revolving line of credit for leased veles and equipment purchases, which
expires January 31, 2004.

Interest rates on all of the above faciliti@sged from 2.88% to 4.13% at December 31, 2002ou%ts outstanding on the lines at
December 31, 2002 together with amounts remainiagable under such lines were as follows (in tleows):

Remaining
QOutstanding at Availability as of
December 31, 2002 December 31, 2002

New and program vehicle lines of cre $364,63! $ *
Used vehicle line of cred 63,00( 87,00(
Acquisition line of credi — 130,00(
Real estate line of crec 35,68: 4,31¢
Equipment/leased vehicle line of cre 27,50( —
$490,81¢ $ *
| |

* There are no formal limits on the new and programiale lines with certain lendel

Long-term debt consists of the following (otisands):

December 31, 2002 2001
Equipment and leased vehicle line of cre $ 27,50( $ 27,50(
Acquisition line of credi — 22,00(
Used vehicle flooring line of crec 63,00( 69,00(

Mortgages payable in monthly installments of $268luding interest
between 3.24% and 8.62%, maturing fully Decembé&©28ecured by

land and building: 40,22¢ 35,17¢
Real estate line of credit payable with monthlympawnts of interest only i
3.44%, maturing May 2005; secured by land and mgk 35,68: 13,74(

Notes payable in monthly installments of $9 plusiiest between 3.36
and 4.70%, maturing at various dates through 288&;red by vehicles

leased to other 914 1,84¢
Notes payable related to acquisitions, with interates between 4.25

and 8.00%, maturing at various dates through Deee@®08 4,84¢ 5,751
Capital lease obligations, net of interest of $d &, respectively, with

monthly lease payments of $1 and termination dhtesigh 200 8 17

172,17¢ 175,03:

Less current maturitie (4,46¢) (10,209)

$167,71: $164,83(

I L]
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The schedule of future principal paymentsamgtterm debt after December 31, 2002 is as follpwthousands):

Year Ending December 31,

2003 $ 4,46¢
2004 31,077
2005 3,25¢
2006 66,03¢
2007 3,04(
Thereafte 64,29¢
Total principal payment $172,17¢

|

See also Note 15, Subsequent Events.
(6) Stockholders’ Equity
Class A and Class B Common Stock

The shares of Class A common stock are notertible into any other series or class of the Canys securities. However, each share of
Class B common stock is freely convertible into share of Class A common stock at the option ohiblder of the Class B common stock.
All shares of Class B common stock shall automHgicanvert to shares of Class A common stock (share-for-share basis, subject to the
adjustments) on the earliest record date for am@meeting of the Company stockholders on whiehnihmber of shares of Class B comr
stock outstanding is less than 1% of the total remalb shares of common stock outstanding. Shar&ass B common stock may not be
transferred to third parties, except for transfersertain family members and in other limited oirstances.

Holders of Class A common stock are entittedrie vote for each share held of record, and mlofeClass B common stock are entitle
ten votes for each share held of record. The Glassmmon stock and Class B common stock vote t@geth a single class on all matters
submitted to a vote of stockholders.

In March 2002, the Company registered and 4didnillion newly issued shares of Class A comratmtk and existing stockholders sold
1.25 million shares. Proceeds to the Company, hneffering expenses, totaled approximately $77.Rioni. In connection with the sale of
shares by existing stockholders, 121,488 shar€asis B common stock were converted into a like memof shares of Class A common
stock.

Series M Redeemable, Convertible Preferred Stock

In 1999, the Company authorized 15,000 shafrSeries M Redeemable, Convertible preferred s{t@ries M Preferred Stock”). In May
1999, in connection with the acquisition of Morelatutomotive Group, the Company issued 10,360 shaff&eries M Preferred Stock. The
Series M Preferred Stock was convertible into CRa€2ommon Stock at the option of the Company attimg and at the option of the holder
under limited circumstances. The Series M PrefeBtedk was redeemable at the option of the CompHEmy.Series M Preferred Stock
converted into Class A common stock based on aularmat divided the average Class A common stoide ffor a certain 1%lay period intc
$1,000 and then multiplied by the number of SekMeBreferred Stock being converted. The Series MePed Stock had a $1,000 per share
liquidation preference.

In the first quarter of 2000, the Company &+:803,542 shares of Class A common stock and 4H&@s of Series M Preferred Stock in
order to satisfy contingent payout requirementated to the Moreland acquisition.
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All shares of Series M Preferred Stock havenbeonverted or redeemed and, as of December 82, A6 shares of Series M Preferred
Stock remain outstanding.

(7) Cost of Sales

Cost of sales categorized by revenue categay follows (in thousands):

Year Ended December 31, 2002 2001 2000

New vehicle sale $1,175,98:; $ 904,04 $ 817,14¢
Used vehicle sale 663,98¢ 522,09: 426,97"
Service, body and par 119,50: 100,41: 90,35¢
Finance and insurant 471 72C 82C
Fleet and othe 42,21« 39,44: 55,74
$2,002,15 $1,566,71. $1,391,04.

| | |

(8) Income Taxes

Income tax expense for 2002, 2001 and 2000asdsllows (in thousands):

Year Ended December 3: 2002 2001 2000
Current:
Federal $14,01: $13,07: $12,70¢
State 1,91« 2,04( 2,19¢
15,927 15,11« 14,89¢
Deferred:
Federal 4,00z (1,269 32¢
State 521 a7%) 5)
4,52: (1,439 32¢
Total $20,45( $13,67¢ $15,22:
[ | [ | [ |

Individually significant components of the deEd tax assets and liabilities are presentedib@iothousands):

December 31, 2002 2001
Deferred tax asset
Allowance and accrua $ 5,132 $ 4,00¢
Deferred revenue and cancellation rese 4,36: 3,38:
Total deferred tax asse 9,49t 7,38¢
Deferred tax liabilities
LIFO recapture and acquired LIFO inventories défeses (3,356€) (3,779
Employee benefit plar (1,282) (1,729
Goodwill (11,397 (7,199
Property and equipment, principally due to differesnin
depreciatior (6,597 (2,799
Total deferred tax liabilitie (22,627 (15,487
Total $(13,12¢) $ (8,099
| |

In 2002, 2001 and 2000, income tax benefitthatable to employee stock option transaction$264,000, $0 and $0, respectively, were
allocated to stockholde’ equity.
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The reconciliation between amounts computéauhe federal income tax rate of 35% and the Gangjs income tax expense for 2002,
2001 and 2000 is shown in the following tabulatjornthousands).

Year Ended December 31, 2002 2001 2000
Computec“expecte” tax expens: $18,46¢ $12,40( $13,831
State taxes, net of federal income tax bet 1,57¢ 1,17¢ 1,46¢
Nondeductible goodwil — 46¢ 443%
Other 404 (367) (522
Income tax expens $20,45( $13,67¢ $15,22:
| | |

(9) 401(k) Profit Sharing Plan

The Company has a defined contribution 40f{#&h and trust covering substantially all ftithe employees. The annual contribution to
plan is at the discretion of the Board of Directofshe Company. Contributions of $0.9 million, $illion and $166,000 were recognized
for the years ended December 31, 2002, 2001 an@l, 288pectively. Employees may contribute to tlaspinder certain circumstances.

(10) Stock Incentive Plans

The Company’s 2001 Stock Option Plan (‘the2B0an”), which was approved by the stockholderhefCompany in May 2001 and
amended in May 2002, allows for the granting otap total of 1.2 million incentive and nonqualiistock options to officers, key
employees and consultants of the Company andlitsidiaries. Upon approval of the 2001 Plan, the gamy’s 1996 Stock Incentive Plan
(the “1996 Plan”) and its Non-Discretionary Stocktion Plan for Non-Employee Directors (the “DirestdPlan”) were terminated. Howeve
options then outstanding under the 1996 Plan am@trectors’ Plan remained outstanding and exdbtésaursuant to their original terms.
Options canceled under the 1996 Plan and the DigdPlan do not return to the pool of options ¢éogranted again in the future. All of the
option plans are administered by the Compensatanr@ittee of the Board and permit accelerated vgsifroutstanding options upon the
occurrence of certain changes in control of the gamy. Options become exercisable over a periogh#d ten years from the date of grant
and at exercise prices as determined by the Béaidecember 31, 2002, 2,040,868 shares of Classndnmon stock were reserved for
issuance under the plans, of which 544,000 wer#ada for future grant.

Activity under the plans is as follows (in tlsands):

Shares
Available for Shares Subject to Weighted Average

Grant Options Exercise Price
Balances, December 31, 19¢ 854 76¢ $ 9.92
Options grante: (66€) 66¢ 13.1%
Options cancele 58 (58) 13.3¢
Options exercise — (190 3.2C
Balances, December 31, 20( 244 1,18¢ 12.6¢
Additional shares reservt 60C — —
Option shares canceled upon approv:

the 2001 Plai (2449 — —

Options grante: (275) 27¢ 19.2¢
Options cancele — (64) 16.21
Options exercise — 27 8.7¢
Balances, December 31, 2001 32t 1,37: 14.0Z
Additional shares reservt 60C — —
Options grante: (433) 432 15.8(
Options cancele 52 a73) 17.0C
Options exercise — (13€) 12.0C
Balances, December 31, 20( 544 1,497 $14.2¢

| | |
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The Board of Directors approved the issuarficen-qualified options during 2000 to certain membersafior management at an exer:
price of $1.00 per share. These options were issithdive-year cliff vesting as a means to encgeréong-term employment from certain
members of the senior management group. Compensatjzense, which is equal to the difference betwieemarket price and the exercise
price, is recognized ratably in accordance withugting schedules.

In 1998, the Board of Directors of the Company the stockholders approved the implementati@m &mployee Stock Purchase Plan
(the “Purchase Plan”), and, as amended in May 20002002, have reserved a total of 1.0 million sbaf Class A common stock for
issuance thereunder. The Purchase Plan is inteodpdilify as an “Employee Stock Purchase Plan’ear8kction 423 of the Internal
Revenue Code of 1986, as amended, and is admaddbgrthe Compensation Committee of the Boardilitégemployees are entitled to
invest up to 10 percent of their base pay for thxelpase of stock. The purchase price for shareshpsed under the Purchase Plan is
85 percent of the lesser of the fair market valubebeginning or end of the purchase period.tAl tof 217,230, 142,433 and 133,762 shares
of the Company’s Class A common stock were issuttuthe Purchase Plan during 2002, 2001 and 288pectively, and 447,841
remained available for issuance at December 312.200

The following table summarizes stock optionsstanding at December 31, 2002:

Options Outstanding Options Exercisable
Weighted

Number of Average Weighted Number of Weighted
Shares Remaining Average Shares Average
Range of Outstanding at Contractual Life Exercise Exercisable at Exercise
Exercise Prices 12/31/02 (years) Price 12/31/02 Price
$ 1.0C 88,86¢ 7.3 $ 1.0C 15,86¢ $ 1.0C

3.0z 96,49¢ 1.3 3.0z 96,49¢ 3.0z

10.7¢ 14,00( 2.2 10.7¢ 14,00( 10.7¢

10.87% 12.9¢ 196,66 7.4 11.91 70,22¢ 12.01
14.0C- 15.1: 463,31¢ 8.¢ 15.0¢ 31,13! 14.7¢
16.5(- 18.9¢ 364,32: 6.1 16.9¢ 144,69 17.0z
19.24- 20.52 273,20( 9.C 19.3¢ 27,40( 19.2¢
$ 1.0(-$20.52 1,496,86! 7.4 $14.2¢ 399,81( $11.8¢
— — — — — —

At December 31, 2001 and 2000, 400,533 an¢®B05shares were exercisable at weighted averageisa prices of $10.39 and $9.01,
respectively.

(11) Commitments and Contingencies
Recourse Paper

The Company is contingently liable to banksrécourse paper assumed at the time of acquisitiean the Company does a corporate
purchase. Following the acquisition, the Compangsdaot enter into further recourse transactions. cdmtingent liability, net of reserves, at
December 31, 2002 and 2001 was approximately $80&60d $322,000, respectively.

The Company potential loss is limited to the difference betwé¢he present value of the installment contratitetiate of the repossess
and the amount for which the vehicle is resold.d8lagpon historical loss percentages, an estimatsdréserve of $443,000 and $573,000 is
reflected in the Company’s consolidated balancetshes of December 31, 2002 and 2001, respectiVeb/reserves were established as a
purchase price adjustment as the result of segetplisitions.
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Leases

The Company leases certain of its facilitieder non-cancelable operating leases. These leapee at various dates through 2021.
Certain lease commitments are subject to escalalirses of an amount equal to the cost of liviageldl on the “Consumer Price Index - U.S.
Cities Average - All Items for all Urban Consumemiblished by the U.S. Department of Labor.

The minimum lease payments under the oper&tamses after December 31, 2002 are as followth¢insands):

Year Ending December 31,

2003 $ 18,301
2004 16,93t
2005 16,797
2006 16,271
2007 15,25t
Thereafte 58,14(
Total minimum lease paymer $141,69¢

I

Rental expense for all operating leases w&s$illion, $15.9 million and $13.8 million for éhyears ended December 31, 2002, 200:
2000, respectively.

Capital Commitments

At December 31, 2002, the Company had capiimitments of approximately $10.0 million for tbenstruction of three new store
facilities, additions to three existing facilitiaad the remodel of three facilities. The three fewilities will be a Ford store in Boise, Idaho, a
body shop in Aurora, Colorado and a body shop is&ddaho. The Company has already incurred $al@mfor these commitments and
anticipates incurring the remaining $10.0 milliauridg 2003. The Company expects to pay for the tcoason out of existing cash balances
until completion of the projects, at which timaitticipates securing long-term financing and gdrimerowings from third party lenders for
70% to 90% of the amounts expended.

Litigation

The Company is involved, and will continuéb®involved, in numerous legal proceedings arigintipe ordinary course of business. The
Company is also involved in various Class ActiomvL3uits in the ordinary course of practice in itdustry, which the Company is not
specifically a party, but could be included as aypalong with multiple other dealerships. Although legal proceedings can be predicted
certainty, there are no pending proceedings thahe opinion of management, could reasonably peerd to have a material adverse effect
on our business, financial condition or resultgpérations.

(12) Related Party Transactions
Mark DeBoer Construction

During 2002, 2001 and 2000, Lithia Real Esthate. paid Mark DeBoer Construction, Inc. $4.3lioil, $7.9 million, and $6.8 million,
respectively, for remodeling certain of the Comparfgcilities. Mark DeBoer is the son of SidneyBeBoer, the Company’s Chairman and
Chief Executive Officer. These amounts includedb$8illion, $7.1 million, and $6.1 million, respeatly, paid for subcontractors and
materials, $183,000, $16,000 and $32,000, respygtior permits, licenses, travel and various nllsceous fees, and $558,000, $780,000,
and $624,000, respectively, for contractor feeg Th
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Company believes the amounts paid are fair in coisqawith fees negotiated with independent thiadtips and all significant transactions
are reviewed and approved by the independent aarimittee of the Company.

W. Douglas Moreland

In May 1999, the Company purchased certaifedssips owned by W. Douglas Moreland for totalsidaration of approximately
$66.0 million, at which time, Mr. Moreland becamemamber of the Company’s Board of Directors. Dutimg normal course of business,
these dealerships paid $1.1 million, $2.5 milliond 2.8 million in 2002, 2001 and 2000, respeciivi other companies owned by
Mr. Moreland for vehicle purchases, recourse paid tinancial lender and management fees. The Coyn@iao paid rental expense of
$2.6 million, $3.0 million and $3.2 million in 2002001 and 2000, respectively, to other companigged by Mr. Moreland. As of
October 31, 2002, Mr. Moreland is no longer a manai¢he Company’s Board of Directors.

Lithia Properties, LLC

The Company has a 20% interest in Lithia Pritge LLC, of which the other members are SidneBber (35%), M. L. Dick Heimann
(30%) and three of Mr. DeBoer’s children (5% eatlithia Properties does not have current operataghsr than completing its existing
insurance contracts related to accident and hewthrance polices sold through 1996, which is inemak All of the insurance contracts have
earned-out or expired by December 31, 2002. Lim@perties anticipates distributing the remainiagital to the members in 2003.

(13) Acquisitions
The following acquisitions were made in 2002:

. In January 2002, Lithia acquired the Lynn Alexanduto Group, which is comprised of All Americahi@sler/Jeep/Dodge and All
American Chevrolet located in San Angelo, Texasalhédmerican Chrysler/Jeep/Dodge in Big Springxas. The stores had
anticipated 2002 annual revenues of $115.0 mil

. In January 2002, Lithia acquired Premier Chrydesp/Dodge in Odessa, Texas, which had anticizfiéd annual revenues of
$33.0 million.

. In February 2002, Lithia acquired Thomason Sulra@regon City, Oregon, which had anticipated 2808ual revenues of
$20.0 million. The store has been renamed Lithiaa®Bu of Oregon City

. In April 2002, Lithia acquired Village Dodge-Hydai in Midland, Texas, which had anticipated 2068wl revenues of
$35.0 million.

. In May 2002, Lithia opened a newly awarded Hummand¢hise in Bellevue, Washingtc

. In June 2002, Lithia acquired Jay Wolfe Ford in @ma\ebraska, which had anticipated 2002 annuahuges of $55.0 millior

. In June 2002, Lithia acquired Broncho ChevrateDdessa, Texas and Sherman Chevrolet in Midlaexiag. The stores had
combined anticipated 2002 revenues of $115.0 millkhe stores were renamed Chevrolet of Odess€hadrolet of Midland,
respectively

. In July 2002, Lithia acquired Mercedes of Omah®maha, Nebraska, which had anticipated 2002 reweofu®22.0 million.

. In August 2002, Lithia acquired Skyline Volkswagea a suburb of Denver, Colorado, which had ap#itgd 2002 revenues of
$20.0 million.
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. In December 2002, Lithia acquired Les Vogel Clary®odge/Jeep in Burlingame, California which leedicipated 2002 revenues
of $32.0 million.

. In December of 2002, Lithia acquired Sound Hyurndd®enton, Washington which had anticipated 20@2mees of $8.0 millior

The following acquisitions were made in 2001:

. In January 2001, Lithia acquired the Johnson §lbrideep store in Anchorage, Alaska, which haiches¢d 2000 revenues of
approximately $35.0 millior

. In February 2001, Lithia acquired two stores até&tello, Idaho with the Honda, Dodge/Chrysler Biydndai brands, which had
combined estimated 2000 revenues of approximayGbmillion.

. In July 2001, Lithia acquired Barton Cadillac3pokane Washington, which was added to Lithia C&mgvrolet. Barton Cadillac
had estimated 2000 revenues of approximately $b8lon.

. In August 2001, Lithia acquired the Lanny Berge@iolet store in Caldwell, Idaho, which had antatgrdd 2001 annual revenues of
approximately $22.0 millior

. In September 2001, Lithia acquired Ted Tuffy Dedy Sioux Falls, South Dakota, which had anti@ds?001 annual revenues of
approximately $35.0 millior

. In September 2001, Lithia acquired BMW of SeatilSeattle, Washington, which had anticipated 2&®iual revenues of
approximately $60.0 millior

. In November 2001, Lithia acquired Issaquah Chlevin Issaquah, Washington, which had anticip@@@ll annual revenues of
approximately $50.0 millior

In addition to the above acquisitions, in AsgR001, Lithia completed the construction of apdreed Lithia Dodge of Anchorage.
The Company acquired eight dealerships di2G@, with total estimated 1999 revenues of appnaiely $254 million.

The above acquisitions were all accountedifater the purchase method of accounting. Pro foemalts of operations assuming all of the
above 2002 and 2001 acquisitions occurred at thabimg of the respective periods are as followsfousands, except per share amounts).
The 2000 acquisitions are not included in the pronf results of operations since all of the 20Qfuaitions were individually and
collectively insignificant.

Year Ended December 31, 2002 2001 2000
Total revenue $2,532,12 $2,380,34 $2,112,04!
Net income 32,474 24,98" 26,52¢
Basic earnings per she 1.8¢ 1.87 1.94
Diluted earnings per sha 1.8t 1.8z 1.9z
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There are no future contingent payouts reltaeghy of the 2002, 2001 or 2000 acquisitions. pimehase price for the 2002 and 2001

acquisitions was allocated as follows (in thousnds

Year Ended December 31, 2002 2001

Inventory $ 63,19. $36,16:
Other current asse 5,692 21¢
Property and equipme 24,63’ 4,45;
Goodwill 30,19t 22,82¢
Other intangible asse- franchise valut 13,79¢ 7,107
Other nol-current asset 10C —
Total assets acquire 137,61. 70,76¢
Flooring notes payabl 49,22¢ 25,35!
Other current liabilitie: 1,69¢ 23t
Other nol-current liabilities 2,54¢ —
Total liabilities acquirec 53,467 25,58¢
Net assets acquire $ 84,14: $45,18(
| |

We anticipate that approximately 90 percert b percent, respectively, of the goodwill acqdiie 2002 and 2001 will be deductible for
tax purposes over the period of 15 years.

(14) Recent Accounting Pronouncements

In July 2002, the FASB approved SFAS No. I#@counting for Costs Associated with Exit or Digab Activities.” SFAS No. 146
addresses the financial accounting and reportingbibgations associated with an exit activity,liring restructuring, or with a disposal of
long-lived assets. Exit activities include, but aot limited to, eliminating or reducing productdss, terminating employees and contracts and
relocating plant facilities or personnel. SFAS N46 specifies that a company will record a liapifir a cost associated with an exit or
disposal activity only when that liability is inced and can be measured at fair value. Thereforemitment to an exit plan or a plan of
disposal expresses only management’s intendedefattions and, therefore, does not meet the reqgainefor recognizing a liability and the
related expense. SFAS No. 146 is effective prospeygtfor exit or disposal activities initiated aftDecember 31, 2002, with earlier adoption
encouraged. The Company does not anticipate thadbption of SFAS No. 146 will have a materiakeffon its financial position or results
of operations.

In December 2002, the FASB issued SFAS No, 1&ounting for Stock-Based Compensation — Trimsiand Disclosure, an
Amendment of FASB Statement No. 123.” SFAS No. 4dnds SFAS No. 123, “Accounting for Stock Baseth@@nsation,” to provide
alternative methods of transition for a voluntamarge to the fair value method of accounting foclstbased employee compensation. In
addition, SFAS No. 148 amends the disclosure reqments of SFAS No. 123 to require prominent disoles in both annual and interim
financial statements. Certain of the disclosure ificadions are required for fiscal years endingafdecember 15, 2002 and are included in
Note 1 under the headi*Stock-Based Compensation.”
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(15) Subsequent Events
DaimlerChrysler Agreement

In February 2003 the Company entered into &kiwg capital and acquisition credit facility withaimlerChrysler Services North America
LLC totaling up to $200 million, which expires ireBruary 2006, with interest due monthly.

The credit line with DaimlerChrysler Serviégesross-collateralized and secured by cash arfde@gsivalents, new and used vehicle and
parts inventories, accounts receivable, intangalskets and equipment. The Company pledged to D&hmgsler Services the stock of all of
its subsidiaries except entities operating BMW, #fmrNissan or Toyota stores.

The financial covenants in the agreement WilmlerChrysler Services require the Company tontaé compliance with, among other
things, (i) a specified current ratio; (ii) a sffesd fixed charge coverage ratio; (iii) a specifiaterest coverage ratio; (iv) a specified adjusted
leverage ratio; and (v) certain working capitaldisv

The Company'’s previous facility with Ford Motredit Company was terminated and paid off orriraty 25, 2003.

Interest Rate Swaps

The Company entered into the following intérase swaps in 2003 to date:

. Effective January 26, 20(- a five-year, $25 million interest rate swap at a fixee raft 3.265%

. Effective February 18, 20(- a five-year, $25 million interest rate swap at a fixee rait 3.30%

We earn interest on both of the $25 millioterest rate swaps at the omenth LIBOR rate. The February 18, 2003 swap isstdfl on thi
first and sixteenth of every month and the Jan@&r2003 swap is adjusted once a month on thedfGthich month. The Company is
obligated to pay interest at the fixed rate seefich swap on the same amount. The difference betiméerest earned and the interest
obligation accrued is received or paid each monthiarecorded in the statement of operationsaasifig interest expense. The one-month
LIBOR rate at February 28, 2003 was 1.3375% peuamn

Acquisitions in 2003 (Unaudited)
The following acquisitions were closed in fhst quarter of 2003 to date:

. In February 2003, Lithia acquired Richardson CGbkxt in Salinas, California, which has anticipag®3 annual revenues of
approximately $35.0 millior

. In March 2003, Lithia acquired Pacific HyundaiArichorage, Alaska, which has anticipated 2003megs of approximately
$10.0 million. The store has been renamed Lithiandlai of Anchorage

None of the above acquisitions were indivitusignificant to the Company’s financial positionresults of operations.
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CREDIT AGREEMENT

THIS CREDIT AGREEMENT dated as of February 25, 2008 "Agreement") is entered into among LITHIA MORS, INC. (the
"Company"), the financial institutions that arenoay from time to time become parties hereto (togret¥ith their respective successors and
assigns, the "Lenders") and DAIMLERCHRYSLER SERVECHORTH AMERICA LLC (in its individual capacity, "DSNA"), as agent for
the Lenders.

WHEREAS, the Lenders have agreed to make avaitalitte Company a revolving credit facility and $sue letters of credit for the account
of the Company upon the terms and conditions s#t feerein;

NOW, THEREFORE, in consideration of the mutual agnents herein contained, the parties hereto agrémlaws:
DEFINITIONS.
Definitions. When used herein the following terrhalshave the following meanings:

Account means, with respect to any Person, any dbbuch Person to payment for goods sold or tbaséor services rendered, whether or
not evidenced by an instrument or chattel papeergther or not yet earned by performance.

Acquisition means an acquisition by the Compangror Collateral Subsidiary of all or substantiallythe assets of a business unit or an
interest of at least 80% of the capital stock dieobwnership interests of an Automobile Dealershipether through a purchase, merger,
consolidation or otherwise.

Acquisition Cost means, as of any date, (x) witpezt to any New Motor Vehicle, the wholesale pasehprice charged by the Manufacturer
thereof as reflected in the invoice in respectuathsNew Motor Vehicle issued by such Manufactuogihe Company, the applicable Collat
Subsidiary or any other licensed automobile d€aten which such New Motor Vehicle was purchasedhi®yCompany or the applicable
Collateral Subsidiary less any related deducti@g$asth on such invoice, and (y) with respectny &sed Motor Vehicle and/or Auction
Motor Vehicle, (i) the price paid by the Companyitsrapplicable Collateral Subsidiary to purchasehsUsed Motor Vehicle or Auction

Motor Vehicle minus (ii) any market value adjustrgereasonably determined by the Agent for such Wéeikdr VVehicle or Auction Motor
Vehicle.

Adjusted Leverage Ratio means, with respect toReTgon at any time, (a) Total Liabilities of sugrgen and its Subsidiaries at such time
divided by
(b) EBITDA of such Person and its Subsidiariestfar most recently completed Computation Period.

Affiliate of any Person means (i) any other Perdt, directly or indirectly, controls or is coniteal by or is under common control with such
Person and (ii) any officer or director of suchd®er. A Person shall be deemed to be "controlledaby"other Person if such Person



possesses, directly or indirectly, power to votedi%mnore of the securities (on a fully diluted Isd$iaving ordinary voting power for the
election of directors or managers or power to dicecause the direction of the management andipslbf such Person whether by contract
or otherwise.

Agent means DCSNA in its capacity as agent folLireders hereunder and any successor thereto incaipettity.
Agreement - see the Preamble.
Assignee - see Section 13.9.1.
Assignment Agreement - see Section 13.9.1.

Attorney Costs means, with respect to any Perdbreasonable fees and charges of any counsekto Barson, the reasonable allocable cost
of internal legal services of such Person, allaeable disbursements of such internal counsel biedart costs and similar legal expenses.

Auction Motor Vehicles means Motor Vehicles purathat Manufacturer- or Floor Plan Financing Pror4sionsored dealer-only closed
auctions.

Automobile Dealership means a business that opecsite or more dealerships for the retail saleetilrsale and lease, of new and/or used
automobiles or trucks and businesses ancillariigmperation of dealerships owned or operated dy¥ttmpany or its Subsidiaries, including
service and parts operations, body shops, theo§éileance, extended warranty and insurance pradictiuding after-market items), the
financing of the purchase of new and/or used vehkjdhe purchase, sale and servicing of financ&axs for new and/or used vehicles and
other related businesses.

Borrowing Base means, at any time, the sum ofdlewfing: (a) an amount equal to 100% of the sur(i)odll cash on deposit at such time in
deposit accounts of the Company, its Collateralslidries and Lithia Real Estate in which the Ageas a perfected security interest
pursuant to the Collateral Documents, (ii) the ami@i such time requested to be funded to the Caoyngad its Collateral Subsidiaries in
respect of retail installment contracts with respecand retail leases of, Motor Vehicles where thderlying contracts and leases have been
submitted in the ordinary course of business turd party purchaser that is a financial institatend that is not an Affiliate of the Company
for which purchase the Company and its CollatetdsRliaries have not yet been paid plus all otheswnts owing at such time to the
Company and its Collateral Subsidiaries from pusehs or lessees of such Motor Vehicles in resdesich purchases or leases and (iii) the
difference between (x) the Acquisition Cost of thattion of the Inventory of the Company and itdl&eral Subsidiaries that consists of N
Motor Vehicles and (y) the aggregate amount of FRlan Financing of the Company and its Collat&uabsidiaries incurred in connection
with such New Motor Vehicles; (b) an amount eqoa5% of the Accounts of the Company and its CetlltSubsidiaries that consist of
Factory Receivables or Accounts owing from custanfier service and parts; (c) an amount equal to 608%e Accounts of the Company ¢
its Collateral Subsidiaries that would be listedraste and lease receivables” on a consolidatezhbalsheet of the Company and its
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Collateral Subsidiaries at such time; (d) an amegpial to 65% of the book value of the Inventoryhaef Company and its Collateral
Subsidiaries that consists of parts and access@elean amount equal to 80% of the difference betw(i) the Acquisition Cost of that porti
of the Inventory of the Company and its Collat&8absidiaries that constitutes Used Motor Vehicte¥ar Auction Motor Vehicles (without
duplication) and (ii) the aggregate amount of alppFPlan Financing of the Company and its Col@t&ubsidiaries incurred in connection
with such Used Motor Vehicles and Auction Motor \és; and (f) an amount equal to 45% of the déffexre between (i) the book value of
the Equipment of the Company and its Collaterals&liaries and (ii) the aggregate amount of DelihefCompany and its Collateral
Subsidiaries incurred to finance the purchase micich Equipment. For purposes of greater clasgyvice loaners shall not constitute
Inventory for purposes of calculating the BorrowBase.

Borrowing Base Certificate means a certificateubhstantially the form set forth in Exhibit H.

Business Day means any day of the year (otherahguSaturday or Sunday) that is not a day on wbachmercial banks are authorized or
required by law to close in Detroit, Michigan.

Capital Expenditures means all expenditures fopg@rty, plant and equipment that, in accordance GWAP, would be required to be
capitalized and shown on the consolidated balaheetof the Company, but excluding (i) expenditunesle in connection with the
replacement, substitution or restoration of asgetise extent financed (x) from insurance procdedsther similar recoveries) paid on
account of the loss of or damage to the assetg lbeplaced or restored or (y) with awards of consption arising from the taking by eminent
domain or condemnation of the assets being replacddii) expenditures made with net cash proceétise sales of assets (other than sales
of inventory in the ordinary course of business salgs to Affiliates).

Capital Lease means, with respect to any Persgriease of (or other agreement conveying the tiglise) any real or personal property by
such Person that, in conformity with GAAP, is acuimd for as a capital lease on the balance shesetchf Person.

Cash Collateralize means to deliver cash collatertiie Agent, to be held as cash collateral fastanding Letters of Credit, pursuant to
documentation reasonably satisfactory to the Agadtthe Company. Derivatives of such term haveesponding meanings.

Cash Equivalent Investment means, at any timar(gevidence of Debt, maturing not more than oree giéter such time, issued or
guaranteed by the United States Government or g@ycy thereof, (b) commercial paper, maturing noterthan one year from the date of
issue, or corporate demand notes, in each caskatleast A-l by Standard & Poor's Ratings Group-bby Moody's Investors Service, Inc.,
(c) any certificate of deposit (or time depositgresented by such certificates of deposit) or béslkeceptance, maturing not more than one
year after such time, or overnight Federal Funaisstactions that are issued or sold by any Lendis bolding company or by a commerc
banking institution that is a member of the FedBederve System and has a combined capital antisanpd undivided profits of not less
than $500,000,000, (d) any repurchase agreemegrieehinto with DCSNA (or with a
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commercial banking institution of the stature refdrto in clause (c)) that

(i) is secured by a fully perfected security inggri@ any obligation of the type described in ahglauses (a) through (c) and (ii) has a market
value at the time such repurchase agreement iseenteo of not less than 100% of the repurchadigation of DCSNA (or commercial
banking institution) thereunder,

(e) shares of money market mutual funds withindéfnition of Rule 2a-7 promulgated by the SEC urttie Investment Company Act of
1940 and (f) other cash equivalent investmentsaygat by the Agent.

CERCLA - see Section 8.15.
Change in Control means:

(a) Lithia Holding Company, L.L.C. ceases to owineckly or indirectly, more than 51% of the votipgwer of the Company's capital stock
ordinarily having the right to vote at an electmfrdirectors or the Principal ceases to contrahiaitHolding Company, L.L.C.;

(b) during any period of 24 consecutive calendanting, individuals
(i) who were directors of the Company on the fitay of such period, or

(if) whose election or nomination for election keetboard of directors of the Company was recomneend@pproved by at least a majority of
the directors then still in office who were direst@f the Company on the first day of such perardyhose election or nomination for elect
was so approved,

shall cease to constitute a majority of the bodmirectors of the Company; or

(c) the Company consolidates with or merges intitlegr Person or conveys, transfers or leases alllustantially all of its property to any
Person, or any Person consolidates with or mergestie Company, in either event pursuant to astetion in which the outstanding capital
stock of the Company is reclassified or changeal antexchanged for (i) cash or Cash Equivalentdtments or (ii) securities, and the holc
of the capital stock in the Company immediatelyptd such transaction do not, as a result of stfsaction, own, directly or indirectly,
more than 51% of the combined voting power of tkenPany's capital stock or the capital stock o$itscessor entity in such transaction.

Closing Date - see Section 10.1.
Code means the Internal Revenue Code of 1986.

Collateral Documents means the Security AgreentkeatPledge Agreement, each Control Agreement apdtirer agreement or instrument
pursuant to which the Company, any Subsidiary grather Person grants collateral to the Agentlierlienefit of the Lenders to secure the
obligations hereunder and under the other Loan Bects.
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Collateral Subsidiary means each Subsidiary otier ain Excluded Subsidiary.

Commitment means, as to any Lender, such Lendamsnitment to make Loans, and to issue or partieipat_etters of Credit, under this
Agreement. The initial amount of each Lender'sRata Share of the Revolving Commitment Amount iS@gh on Schedule 2.1.

Company - see the Preamble.
Computation Period means each period of four carisecFiscal Quarters ending on the last day ofsadt Quarter.

Consolidated Current Assets means, at any dategipegate amount of all assets of the Companytsusiibsidiaries, as shown on the most
recent consolidated balance sheet of the CompashitaSubsidiaries, that would be classified asentrassets (including cash, marketable
securities, accounts receivable, inventory andgidepxpenses) in accordance with GAAP.

Consolidated Current Liabilities means, at any dée aggregate amount of all liabilities of thenany and its Subsidiaries, as shown ol
most recent consolidated balance sheet of the Coyrgoad its Subsidiaries, that would be classifiedarrent liabilities in accordance with
GAAP.

Consolidated Net Income means, with respect t€thapany and its Subsidiaries for any period, thérmemme (or loss) of the Company and
its Subsidiaries for such period.

Control Agreement means an agreement in form abstance satisfactory to the Agent giving the Agmmttrol (within the meaning of
Section 8-106 or 9-104 of the Uniform Commerciatl€pover a deposit account or securities accoutiteo€Company or a Subsidiary.

Controlled Group means all members of a contrdiexip of corporations and all members of a corgtbfroup of trades or businesses
(whether or not incorporated) under common corihrat, together with the Company, are treated asghesemployer under Section 414 of
Code or Section 4001 of ERISA.

DCSNA - see the Preamble.
Dealer Franchise Agreement - see Section 8.22.

Debt of any Person means, without duplicationa{Bindebtedness of such Person for borrowed monbgther or not evidenced by bonds,
debentures, notes or similar instruments, (b)@igations of such Person as lessee under Captads that have been recorded as liabilities
on a balance sheet of such Person in accordankedmA\P, (c) all obligations of such Person to plag tieferred purchase price of propert
services (excluding trade accounts payable in tmary course of business), (d) all indebtednessii®d by a Lien on the property of such
Person, whether or not such indebtedness shalllhese assumed by such Person, (e) all obligatoamtingent or otherwise, with respect to
the face amount of all letters of credit (whethenot drawn) and banker's acceptances issueddadbtount of such Person
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(including the Letters of Credit), (f) all Hedgii@pligations of such Person,
(9) all Suretyship Liabilities of such Person ahiidll Debt of any partnership of which such Persom general partner.

Debt to be Repaid means Debt listed on Schedule 10.
Disposal - see the definition of "Release". Dodlad the sign "$" mean lawful money of the Unitedt& of America.

EBITDA means, for any period, on a consolidatedsfts the Company and its Subsidiaries, the suth@famounts for such period, without
duplication, of:

(i) Consolidated Net Income, plus

(i) Interest Expense, to the extent deducted mpmating Consolidated Net Income, plus

(iii) charges against income for foreign, fedessdite and local taxes, to the extent deductedrmpating Consolidated Net Income, plus
(iv) depreciation expense, to the extent deducstesbimputing Consolidated Net Income, plus

(v) amortization expense, including amortizatiorgobdwill, other intangible assets and Transadfiosts, to the extent deducted in
computing Consolidated Net Income, plus

(vi) other non-cash charges classified as long-weferrals in accordance with GAAP, to the exterdutted in computing Consolidated Net
Income, minus

(vii) all extraordinary gains (and any nonrecurrimgusual gains arising in or outside of the ordiraurse of business not included in
extraordinary gains determined in accordance wi¥A\B that have been included in the determinatioCofisolidated Net Income).

EBITDA shall be calculated for any period by indhglthe actual amount for the applicable periodirgdn such day, including the EBITL
attributable to Acquisitions permitted under Satt®10 occurring during such period on a pro folrasis for the period from the first day of
the applicable period through the date of the olpsif each Acquisition permitted under Section 9utlizing (a) where available or required
pursuant to the terms of this Agreement, historealited and/or reviewed unaudited financial stateisiobtained from the seller, broken
down by fiscal quarter in the Company's reasongillgment or (b) unaudited financial statements ¢&@hm audited or reviewed financial
statements are required pursuant to the termssoAtfreement) reviewed internally by the Compampken down in the Company's
reasonable judgment.
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EBITDAR means, for any period, EBITDA for such metiplus, to the extent deducted in determining Gheated Net Income for such
period, Rental Expense for such period.

Environmental Claims means all claims, howeverrsdeby any governmental, regulatory or judiciatlerity or other Person alleging
potential liability or responsibility for violationf any Environmental Law, or for release or injbmythe environment.

Environmental Laws means all present or future f@cstate or local laws, statutes, common laweditiules, regulations, ordinances and
codes, together with all administrative orderseclied duties, requests, licenses, authorizatiohgparmits of, and agreements with, any
governmental authority, in each case relating teifenmental Matters.

Environmental Matters means any matter arisingobor relating to health and safety, or pollutiarpootection of the environment or
workplace, including any of the foregoing relatiioghe presence, use, production, generation, mapdiansport, treatment, storage, dispc
distribution, discharge, release, control or clgaofiany Hazardous Substance.

Equipment has the meaning assigned thereto in tifeich Commercial Code.
ERISA means the Employee Retirement Income Securitfct of 1974.
Event of Default means any of the events describb&ection 11.1.
Excluded Subsidiary means each of Lithia Finareonal its Subsidiaries and Lithia Real Estate an8utssidiaries.

Factory Receivables of any Person means all of Becson's rights to receive payment, credit andratbmpensation (including holdbacks,
incentive payments, stock rebates, allowances dditi@nal "factory credits") from any Manufacturer.

Federal Funds Rate means, for any day, the raferiein the weekly statistical release designaedi.15(519), or any successor publical
published by the Federal Reserve Bank of New Yording any such successor publication, "H.15§51@n the preceding Business Day
opposite the caption "Federal Funds (Effective);'jifdfor any relevant day such rate is not so @htdd on any such preceding Business Day,
the rate for such day will be the arithmetic meamletermined by the Agent of the rates for thetlastsaction in overnight Federal funds
arranged prior to 9:00 a.m. (New York City time)that day by each of three leading brokers of Fddands transactions in New York City
selected by the Agent.

Financed Capital Expenditures means any Capitaéiotipure that is financed by a Person other tharCbmpany and its Subsidiaries at the
time of making the expenditure or, in the case Ghaital Expenditure for the acquisition or imprment of real property, within 270 days of
the making thereof; provided, however, that togkient any Capital Expenditure for the acquisittomimprovement of real property is
financed at a later time, such Capital Expenditinal thereafter constitute a Financed Capital Baliare (but shall not constitute a Financed
Capital Expenditure during the time from the expifysuch 270-day period to the date such finani€rfgnded).
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Fiscal Quarter means a fiscal quarter of a FisearY

Fiscal Year means the fiscal year of the CompanlimrSubsidiaries, which period shall be the 1Zthgeriod ending on December 31 of
each year. References to a Fiscal Year with a nundreesponding to any calendar year (e.g., "Fisear 2003") refer to the Fiscal Year
ending on December 31 of such calendar year.

Fixed Charge Coverage Ratio means, for any ComipatReriod, the ratio of (a) the total for suchipérof EBITDAR minus Capital
Expenditures (other than Financed Capital Experatfuto (b) the sum of (i) Interest Expense fohsperiod plus (ii) Rental Expense for si
period plus (i) income tax expense for such petad the Company and its Subsidiaries to the exgait in cash plus (iv) scheduled paym:
of principal of Debt for such period for the Compamnd its Subsidiaries.

Floor Plan Financing means a financing undertaketh® Company or any Collateral Subsidiary allraf proceeds of which are used to
purchase New Motor Vehicles or Auction Motor Vebilko be sold and/or leased in the ordinary coafrbeisiness of the Company and its
Collateral Subsidiaries.

Floor Plan Financing Provider means each provifl&laor Plan Financing to the Company and its Getlal Subsidiaries.
Foreign Subsidiary means any Subsidiary of the Gomphat is not incorporated or organized in thé&&dhStates or in any State thereof.
FRB means the Board of Governors of the Federati®esSystem or any successor thereto.

GAAP means generally accepted accounting principd¢gorth from time to time in the opinions andmpouncements of the Accounting
Principles Board and the American Institute of @ied Public Accountants and statements and prooeonents of the Financial Accounting
Standards Board (or agencies with similar functisihsomparable stature and authority within the.lh&ounting profession), which are
applicable to the circumstances as of the datetrthination.

Guaranty means a guaranty substantially in the fafrExhibit C.
Hazardous Substances - see Section 8.15.

Hedging Agreement means any interest rate, currencgmmodity swap agreement, cap agreement arcadireement, and any other
agreement or arrangement designed to protect afPagainst fluctuations in interest rates, curremxahange rates or commodity prices.

Hedging Obligation means, with respect to any Rerany liability of such Person under any Hedgirggeement.
Indemnified Liabilities - see Section 13.13.
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Interest Coverage Ratio means, for any Computd&ennd, the ratio of
(a) EBITDA for such Computation Period to (b) Irgst Expense for such Computation Period.

Interest Expense means for any period the condetidaterest expense of the Company and its Subgdifor such period (including all
imputed interest on Capital Leases).

Interest Rate means, for each day, a rate per aequal to the sum of

(@) (i) in the case of any day from and includihg first day of each calendar month through anhlidieg the 15th day of such calendar
month, the Eurodollar Rate for the first day offsealendar month and (ii) in the case of any dasnfand including the 16th day of each
calendar month through and including the last deguoh calendar month, the Eurodollar Rate forlibia day of such calendar month plus
(i) to the extent that the Revolving Outstandingslass than or equal to the Borrowing Base, a marfgtwo and three-quarters percent
(2.75%) per annum and (ii) to the extent that tegdikving Outstandings exceed the Borrowing Baseaggin of three and one-half percent
(3.50%) per annum. The foregoing margins may besae§l at any time in the Agent's sole and absdlis@etion upon 90 days' prior written
notice from the Agent to the Company; provided {iJato more than one such adjustment may be madeglany period of twelve
consecutive months and (ii) no such notice mayddwetred until the date which is 90 days priorhe first anniversary of the Closing Date.
Notwithstanding the foregoing, (i) at any time arekt of Default exists under Section 11.1.1 or M..if requested by the Required Lend
the applicable margin shall be increased by twaogmr(2.00%) per annum and (ii) at any time an EeéDefault exists other than an Event
of Default under

Section 11.1.1 or 11.1.4, if requested by the Reduienders, the applicable margin shall be in@@dy one percent (1.00%) per annum.
purposes of this definition, "Eurodollar Rate" mgdor any day, the rate of interest (rounded upwaf necessary, to the next 1/16th of 1%)
published in The Wall Street Journal (Midwest Eati)ion such day (or if not published on such dayttie immediately preceding day on
which it was published) in its "Money Rates" coluamthe one-month London Interbank Offered Rat®filar-denominated deposits (if
The Wall Street Journal ceases to publish suckeaoresubstantially changes the methodology usetermine such rate, then the rate shall
be otherwise independently determined by the Agent an alternate source selected by the Agensisdle discretion or determined by the
Agent on a basis substantially similar to the mdthogy used by The Wall Street Journal on the datkis Agreement). If the Company fails
to deliver any Borrowing Base Certificate requitgdSection 9.1.6 by the 45th day after any Fisaz@r, then, until such Borrowing Base
Certificate is delivered, the first $50,000,000R#fvolving Loans shall bear interest at an InteRege determined pursuant to clause (b)(ii)
above, but subject to the fourth sentence of tefsidion.

Inventory has the meaning assigned thereto in thitoktn Commercial Code.

Investment means, relative to any Person, any ime# in another Person, whether by acquisitioangf debt or equity security, by making
any loan or advance or by becoming obligated wapect to a Suretyship Liability in respect of gations of such other Person (other than
travel and similar advances to employees in thénarg course of business). The amount of any Imvest shall be deemed to be the amount
of cash invested (or, in the case of property itagsther than cash, the fair market value of tlopgrty invested) less an amount equal to the
lesser of the amount of cash received by the imgeglerson as a return on capital
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with respect to such Investment and the initial am@f such Investment, in either case, less tis¢ @fodisposition of such Investment.
Issuing Lender means DCSNA in its capacity asdbedr of Letters of Credit hereunder and its swmresand assigns in such capacity.
L/C Application means, with respect to any reqdesthe issuance of a Letter of Credit, a letteciefdit application in the form of Exhibit I.

Lender - see the Preamble. References to the "tghsleall include the Issuing Lender; for purposgslarification only, to the extent that
DCSNA (or any successor Issuing Lender) may hayeights or obligations in addition to those of thtber Lenders due to its status as
Issuing Lender, its status as such will be spadifiaeferenced.

Letter of Credit - see Section 2.1.2.

Lien means, with respect to any Person, any intgrasited by such Person in any real or persomgiguty, asset or other right owned or
being purchased or acquired by such Person thatesepayment or performance of any obligation dradl snclude any mortgage, lien,
encumbrance, charge or other security intereshypkand, whether arising by contract, as a mattéaw, by judicial process or otherwise.

Lithia Aircraft means Lithia Aircraft, Inc., an Qgen corporation.

Lithia Financial means Lithia Financial Corporati@m Oregon corporation.

Lithia Real Estate means Lithia Real Estate, lae.QOregon corporation.

Loan Documents means this Agreement, the NoteG tlaganty, the Letters of Credit and the CollatBratuments.

Loan Party means the Company, each Subsidiary fragtygy Loan Document and each other Person paggy Loan Document.
Loans means Revolving Loans.

Majority Acquisition means any Acquisition of equihterests of an entity, in which the Companyas$ permitted to hold 100% of such
equity interests because of limitations imposedhgyrelevant Manufacturer's Dealer Franchise Agesgm

Manufacturer means the manufacturer or distribaf@ new Motor Vehicle.

Manufacturer/Dealer Statement means a financitérsiant prepared by the Company or one of its Sigyd for a Manufacturer and
delivered to such Manufacturer on a monthly basis.

Manufacturer's Certificate means a Manufacturaasefent of Origin, Manufacturer's Certificate, MSZ2rtificate of Origin or other
document evidencing the ownership or transfer

-10-



of ownership of a New Motor Vehicle from a Manufaretr to the Company or any of its Subsidiaries.
Margin Stock means any "margin stock" as defineRégulation U.

Material Adverse Effect means (a) a material advetsange in, or a material adverse effect uponcahdition (financial or otherwise),
operations, assets, business, properties or prisspieihe Company and its Subsidiaries taken aB@ey(b) a material impairment of the
ability of the Company or any Subsidiary to perfany of its obligations under any Loan Documenfcdra material adverse effect upon any
substantial portion of the collateral under thel@etal Documents or upon the legality, validitinding effect or enforceability against the
Company or any Subsidiary of any Loan Document.

Motor Vehicle means an automobile, truck, van tieeomotor vehicle, including New Motor Vehicles,ddsMotor Vehicles and Auction
Motor Vehicles, that constitutes Inventory of then@pany and its Collateral Subsidiaries, excluding motor vehicle not held for sale or
lease.

Multiemployer Pension Plan means a multiemployanpés defined in
Section 4001(a)(3) of ERISA, to which the Companwisy member of the Controlled Group may have &yjlity.

New Motor Vehicle means any Motor Vehicle purchalsgdhe Company or any of its Collateral Subsidisudirectly from the Manufactur
of such Motor Vehicle or from another licensed aubbile dealer that has not been previously ownedryyother Person.

Note - see Section 3.1.

Operating Lease means any lease of (or other agrgeranveying the right to use) any property byGoenpany or any Subsidiary, as lessee,
other than any Capital Lease.

PBGC means the Pension Benefit Guaranty Corporationany entity succeeding to any or all of itscions under ERISA.

Pension Plan means a "pension plan”, as such segefined in Section 3(2) of ERISA, which is subjecTitle IV of ERISA (other than a
Multiemployer Pension Plan), and to which the Comypar any member of the Controlled Group may hawelability, including any
liability by reason of having been a substantiaplayer within the meaning of Section 4063 of ERI&®#any time during the preceding five
years, or by reason of being deemed to be a catkitifpsponsor under Section 4069 of ERI:

Permitted Restrictions means restrictions on tlikyabf any Subsidiary to declare or pay any demd or make other distributions, or to
advance or loan funds, to the Company, or to dramts on the assets of such Subsidiary to secereliligations of the Company hereunder
and under the other Loan Documents: (i) as selt fumitSchedule 9.18 on the Closing Date, includasgrictions imposed by existing Floor
Plan Financing arrangements; (ii) pursuant to nicatibns to any Floor Plan Financing arrangemematyided that such modifications are not
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materially more restrictive; (iii) applicable taP&rson at the time such Person becomes a Subsididmot created in contemplation of such
an event;
(iv) resulting from manufacturer-imposed modificetts to any franchise agreement; or (v) imposedopyicble law.

Person means any natural person, corporation,gyaHip, joint venture, trust, limited liability cqrany, association, governmental authority
or unit, or any other entity, whether acting inimadividual, fiduciary or other capacity.

Pledge Agreement means a pledge agreement in stibyathe form of Exhibit E.

Prime Rate means, on any day, the rate of inteershinnum published in The Wall Street Journal (st Edition) in its "Money Rates"
column as the Prime Rate for such day.

Principal means Sidney B. DeBoer or a success@yaessors, reasonably acceptable to the Agent.

Pro Rata Share means, with respect to any Lertdepdrcentage which (a) the amount of such Len@ersmitment is of (b) the
Commitments of all Lenders; provided that, after @ommitments have been terminated, "Pro Rata Sklaa#l mean, as to any Lender, the
percentage which the sum of the aggregate prineipalunt of such Lender's Revolving Loans plus @méigpations of such Lender in all
Letters of Credit is of the sum of the aggregateggpal amount of all Revolving Loans plus the 8teAmount of all Letters of Credit. The
initial Pro Rata Share of each Lender is set forttSchedule 2.1.

RCRA - see Section 8.15.

Refinancing Debt means Debt that refunds or refirarany Debt, including Debt that refinances oRefinancing Debt; provided that (i) the
Refinancing Debt has a maturity no earlier thanntia¢urity of the Debt being refinanced,

(i) the Refinancing Debt has a weighted averafgetti maturity no earlier than the weighted aveiidgeao maturity of the Debt being
refinanced, (iii) the Refinancing Debt is incuriadan aggregate principal amount (or, if issuedweitiginal issue discount, an aggregate issue
price) that is equal to or less than the aggregateipal amount (or, if issued with original issdiscount, the aggregate accreted value) then
outstanding of the Debt being refinanced and

(iv) if the Debt being refinanced is SubordinategbD the subordination terms of the Refinancingtl2eb at least as favorable to the Lenders
as the subordination terms of the Debt being refied.

Regulation U means Regulation U of the FRB.

Release has the meaning specified in CERCLA antktine "Disposal” (or "Disposed”) has the meaningc#ied in RCRA, provided that in
the event either CERCLA or RCRA is amended so &sdaden the meaning of any term defined theralsh broader meaning shall apply
of the effective date of such amendment; and peaidurther, that to the extent that the laws sfade wherein any affected property lies
establish a meaning for "Release" or "Disposalt iaroader than is specified in either CERCLAR@RA, such broader meaning shall

apply.

-12-



Rental Expense means, with respect to any peribgayments made or required to be made by the @ompand its Subsidiaries, as lessee or
sublessee under any Operating Lease, as rentalgmaymr contingent rentals, as calculated in acoooe with GAAP.

Required Lenders means Lenders having Pro RateShggregating more than 65%.
Revolving Commitment Amount means $200,000,000edsaced from time to time pursuant to Section 6.1.
Revolving Loan - see Section 2.1.1.

Revolving Outstandings means, at any time, the sufa) the aggregate principal amount of all Rewr@\Loans, plus (b) the Stated Amount
of all Letters of Credit.

SEC means the Securities and Exchange Commissiamyasther governmental authority succeeding toddrfie principal functions thereof.
Security Agreement means a security agreementastantially the form of Exhibit D.

Stated Amount means, with respect to any Lettéreflit at any date of determination, (a) the maximaggregate amount available for
drawing thereunder under any and all circumstaptes(b) the aggregate amount of all unreimburssarents and disbursements under !
Letter of Credit.

Subordinated Debt means unsecured Debt of the Qoyrthat has subordination terms, covenants, priaimdjother terms that have been
approved in writing by the Required Lenders.

Subsidiary means, with respect to any Person, @ocation, partnership, limited liability companyather entity of which such Person and/or
its other Subsidiaries own, directly or indirecyich number of outstanding shares or other owigensterests as have more than 50% of the
ordinary voting power for the election of directarsother managers of such corporation, partnersimjted liability company or other entity.
Unless the context otherwise requires, each reeramSubsidiaries herein shall be a referenceibsi8iaries of the Company.

Suretyship Liability means any agreement, undemtabkir arrangement by which any Person guarantadsyges or otherwise becomes or is
contingently liable upon (by direct or indirect agment, contingent or otherwise, to provide furighyment, to supply funds to or
otherwise to invest in a debtor, or otherwise ®uas a creditor against loss) any indebtednesigatioin or other liability of any other Person
(other than by endorsements of instruments in theese of collection), or guarantees the paymediwdflends or other distributions upon the
shares of any other Person. The amount of any Rersbligation in respect of any Suretyship Liapifihall (subject to any limitation set fo
therein) be deemed to be the principal amountefiibt, obligation or other liability supportedriizy.

Taxes - see Section 7.6.
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Termination Date means the earlier to occur oF&hruary __, 2006 (or any later date that may tabished as the Termination Date
pursuant to
Section 2.6) or (b) such other date on which them@dments terminate pursuant to Section 6 or 11.

Total Liabilities means, with respect to any Perabany time, the total of the following for sucérfon and its Subsidiaries at such time (a)
all Debt plus all other items which, in accordaméh GAAP, would be included as liabilities on theility side of a consolidated balance
sheet of such Person prepared at such time mijadl @ccounts payable incurred on normal tradesen the ordinary course of business, all
accrued expenses incurred in the ordinary courbeiginess, all Debt under Floor Plan FinancingsSathordinated Debt and all Debt secured
entirely by real property (or leasehold interebtsein) or fixtures that matures more than one gétar such time.

Toyota Facility means the credit facility extended.ithia Real Estate evidenced by the AmendedRestated Revolving Loan and Security
Agreement dated May 10, 2002 between Lithia Re&tEsnd Toyota Motor Credit Corporation.

Transaction Costs means the reasonable fees,aabtsxpenses payable by the Company in connecttortive execution, delivery and
performance of the Loan Documents and all documérgsuments and agreements entered into in cdienegith any Acquisition.

Uniform Commercial Code means the Uniform Comméi€Czde as in effect from time to time in the Statdlichigan.

Unmatured Event of Default means any event thitcibntinues uncured, will, with lapse of timeratice or both, constitute an Event of
Default.

US Bank Facility means the credit facility extendedLithia Financial evidenced by the Amended aredtRted Loan Agreement, dated as of
December 28, 2001, among the Company, Lithia Filadridthia Aircraft, Lithia Salmir, Inc. and U.®Bank, National Association.

Used Motor Vehicle means, at any time, a Motor ¥khihat is not a New Motor Vehicle or an Auctiomoftdr Vehicle.

Wholly-Owned Subsidiary means, as to any Persasthan Person all of the shares of capital stoatloer ownership interests of which
(except directors' qualifying shares) are at tireetdirectly or indirectly owned by such Person andhother Wholly-Owned Subsidiary of
such Person.

1.2 Other Interpretive Provisions. (a) The meanwfgdefined terms are equally applicable to thguiar and plural forms of the defined
terms.

(b) Section, Schedule and Exhibit references atkisoAgreement unless otherwise specified.
(c) The term "including" is not limiting and meatiscluding without limitation."
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(d) In the computation of periods of time from &sified date to a later specified date, the wordrtf' means "from and including"; the wo
"to" and "until" each mean "to but excluding”, ahé word "through" means "to and including."

(e) Unless otherwise expressly provided hereirrgf@rences to agreements (including this Agreejeerd other contractual instruments shall
be deemed to include all subsequent amendmentsthadmodifications thereto, but only to the extsinth amendments and other
modifications are not prohibited by the terms of anan Document and (ii) references to any statuteegulation shall be construed as
including all statutory and regulatory provisiomsending, replacing, supplementing or interpretinghsstatute or regulation.

(f) This Agreement and the other Loan Documents osgyseveral different limitations, tests or measiants to regulate the same or similar
matters. All such limitations, tests and measurdmare cumulative and each shall be performeddordance with its terms.

(9) This Agreement and the other Loan Documentster@esult of negotiations among and have beaewed by counsel to the Agent, the
Company, the Lenders and the other parties tharedare the products of all parties. Accordingigytshall not be construed against the
Agent or the Lenders merely because of the Agent®nders' involvement in their preparation.

SECTION 2. COMMITMENTS OF THE LENDERS; BORROWING ANLETTER OF CREDIT PROCEDURES.

2.1 Commitments. On and subject to the terms anditions of this Agreement, each of the Lendergessdly and for itself alone, agrees to
make loans to, and to issue or participate in keté Credit for the account of, the Company abfes:

2.1.1 Revolving Loan Commitment. Each Lender agteesake loans on a revolving basis ("Revolvingnsiato the Company from time to
time until the Termination Date in such Lender's Rata Share of such aggregate amounts as the @gmagy request; provided that (x) the
Revolving Outstandings will not, at any time, ex¢téee Revolving Commitment Amount and (y) the Reirad Outstandings will not, at any

time, exceed the Borrowing Base by more than $8)0nm.

2.1.2 L/C Commitment. (a) The Issuing Lender va8ue letters of credit, in each case containing gerens and conditions as are permitted
by this Agreement and are reasonably satisfactotlye Issuing Lender (each a "Letter of Creditt'tha request of and for the account of the
Company from time to time before the date thaisl&ys prior to the Termination Date and (b) asariolly set forth in Section 2.3.2, each
Lender agrees to purchase a participation in each lsetter of Credit; provided that (i) the aggreg&tated Amount of all Letters of Credit
shall not at any time exceed $5,000,000,

(i) the Revolving Outstandings will not at any @érexceed the Revolving Commitment Amount and tfii® Revolving Outstandings will not,
at any time, exceed the Borrowing Base by more $%1h000,000.
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2.2 Loan Procedures. The Company shall give writtgice or telephonic notice (followed immediatbly written confirmation thereof) to t
Agent of each proposed borrowing not later tha® J.0n., Detroit time, at least two Business Daysrpp the proposed date of such
borrowing. Each such notice shall be effective upaeipt by the Agent, shall be irrevocable, arallsgpecify the date and amount of
borrowing. Within one Business Day of receipt oflsmotice, the Agent shall advise each Lender tieMot later than 4:00

p.m., Detroit time, on the date of a proposed hmimg, each Lender shall provide the Agent at tHeefspecified by the Agent with
immediately available funds covering such Lenderts Rata Share of such borrowing and, so longaégent has not received written no
that the conditions precedent set forth in Secti@nvith respect to such borrowing have not beeisfgad, the Agent shall pay over the funds
received by the Agent to the Company on the regddsbrrowing date. Each borrowing shall be on arigss Day.

2.3 Letter of Credit Procedures.

2.3.1 L/C Applications. The Company shall give netio the Agent and the Issuing Lender of the psegassuance of each Letter of Credit
on a Business Day that is at least three Businags [or such lesser number of days as the Agenthenidsuing Lender shall agree in any
particular instance in their sole discretion) ptimthe proposed date of issuance of such Lett@redit. Each such notice shall be
accompanied by an L/C Application, duly executedh®yCompany and in all respects reasonably setisfato the Agent and the Issuing
Lender, together with such other documentatiomasigent or the Issuing Lender may reasonably tqaesupport thereof, it being
understood that each L/C Application shall speafyong other things, the date on which the propasé@r of Credit is to be issued, the
expiration date of such Letter of Credit (whichlshat be later than the earlier to occur of (xeorear after the date of issuance thereof and
(y) thirty days prior to the scheduled Terminatidate) and whether such Letter of Credit is to begferable in whole or in part. So long as
the Issuing Lender has not received written ndtiet the conditions precedent set forth in Secti@nvith respect to the issuance of such
Letter of Credit have not been satisfied, the Isgliender shall issue such Letter of Credit onréiriested issuance date. The Issuing Lender
shall promptly advise the Agent and each Lend¢n@fssuance of each Letter of Credit and of angradment thereto, extension thereof or
event or circumstance changing the amount avaifabldrawing thereunder. In the event of any inéstescy between the terms of any L/C
Application and the terms of this Agreement, thenteof this Agreement shall control.

2.3.2 Participations in Letters of Credit. Concathg with the issuance of each Letter of Credig thsuing Lender shall be deemed to have
sold and transferred to each other Lender, and ethen Lender shall be deemed irrevocably and utiionally to have purchased and
received from the Issuing Lender, without recounsearranty, an undivided interest and participatio the extent of such other Lender's
Rata Share, in such Letter of Credit and the Coryiparimbursement obligations with respect therétw.the purposes of this Agreement,
unparticipated portion of each Letter of Creditlsha deemed to be the Issuing Lender's "partigpattherein. The Issuing Lender hereby
agrees, upon request of the Agent or any Lendeleliver to the Agent or such Lender a list ofaltstanding Letters of Credit issued by the
Issuing Lender, together with such information tedlethereto as the Agent or such Lender may reabprnequest.
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2.3.3 Reimbursement Obligations. The Company hewelognditionally and irrevocably agrees to reimbutre Issuing Lender for each
payment or disbursement made by the Issuing Lemmiger any Letter of Credit honoring any demandpfyyment made by the beneficiary
thereunder, in each case on the date that suchgrayondisbursement is made. Any amount not reisdzlion the date of such payment or
disbursement shall bear interest from the dateicti payment or disbursement to the date that therlg Lender is reimbursed by the
Company therefor, payable on demand, at a ratarparm equal to the Interest Rate from time to fimeffect plus, beginning on the third
Business Day after receipt of notice from the Isguiender of such payment or disbursement, 2%.13$1eng Lender shall notify the
Company and the Agent whenever any demand for patimienade under any Letter of Credit by the beefy thereunder; provided that 1
failure of the Issuing Lender to so notify the Canp shall not affect the rights of the Issuing Lendr the Lenders in any manner
whatsoever.

2.3.4 Limitation on Obligations of Issuing Lendkr.determining whether to pay under any Letter ofdl, the Issuing Lender shall not have
any obligation to the Company or any Lender othantto confirm that any documents required to bweted under such Letter of Credit
appear to have been delivered and appear to camptlyeir face with the requirements of such LetfeCredit. Any action taken or omitted
be taken by the Issuing Lender under or in conapatiith any Letter of Credit, if taken or omittedthe absence of gross negligence and
willful misconduct, shall not impose upon the IsguLender any liability to the Company or any Lended shall not reduce or impair the
Company's reimbursement obligations set forth ictiSe 2.3.3 or the obligations of the Lenders parguo Section 2.3.5.

2.3.5 Funding by Lenders to Issuing Lender. Ifldgiing Lender makes any payment or disbursemetdriany Letter of Credit and the
Company has not reimbursed the Issuing Lenderllifidiusuch payment or disbursement by 1:00

p.m., Detroit time, on the date of such paymentisibursement, or if any reimbursement receivechbyi$suing Lender from the Company is
or must be returned or rescinded upon or duringb@mkruptcy or reorganization of the Company oenthise, each other Lender shall be
obligated to pay to the Agent for the account ef isuing Lender, in full or partial payment of fhachase price of its participation in such
Letter of Credit, its Pro Rata Share of such paymeuisbursement (but no such payment shall dshitie obligations of the Company
under Section 2.3.3), and, upon notice from theitgsLender, the Agent shall promptly notify eatchey Lender thereof. Each other Lender
irrevocably and unconditionally agrees to so patheoAgent in immediately available funds for teeuing Lender's account the amount of
such other Lender's Pro Rata Share of such payonelisbursement. If and to the extent any Lendal siot have made such amount
available to the Agent by 2:00

p.m., Detroit time, on the Business Day followihg date on which such Lender receives notice framAigent of such payment or
disbursement, such Lender agrees to pay interesticimamount to the Agent for the Issuing Lendmtount forthwith on demand, for each
day from the date such amount was to have beevedetl to the Agent to the date such amount is jpaid rate per annum equal to (a) for the
first three days after demand, the Federal Funds fRam time to time in effect and (b) thereaftbe Interest Rate from time to time in effect.
Any Lender's failure to make available to the AgésPro Rata Share of any such payment or disineseshall not relieve any other Lender
of its obligation hereunder to make available ® Agent such other Lender's Pro Rata Share of such
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payment, but no Lender shall be responsible fofdhere of any other Lender to make availablehte Agent such other Lender's Pro Rata
Share of any such payment or disbursement.

2.4 Commitments Several. The failure of any Leridenake a requested Loan on any date shall neveeliny other Lender of its obligation
(if any) to make a Loan on such date, but no Lestafl be responsible for the failure of any othender to make any Loan to be made by
such other Lender.

2.5 Certain Conditions. Notwithstanding any othervision of this Agreement, no Lender shall havehbligation to make any Loan, and the
Issuing Lender shall not have any obligation taésany Letter of Credit, if an Event of Defaultdmmatured Event of Default has occurred
and is continuing.

2.6 Extension of Termination Date. On each annamgrsf the Closing Date, the Termination Date shalbxtended for an additional year if
the Agent (acting at the request of all of the Lemsyi shall notify the Company in writing on or prio such anniversary that the Termination
Date is so extended for an additional year (sudic@an "Extension Notice"). If the Agent shall kagsued an Extension Notice by the time
required above, the Agent shall promptly notify @empany and each Lender of the new Terminatiore.D&ho Extension Notice is receiv
by the Company on or prior to any such annivergég/,Termination Date shall not be extended onsaici anniversary.

SECTION 3. NOTES EVIDENCING LOANS.

3.1 Notes. The Loans of each Lender shall be eggltby a promissory note (each a "Note") substigintiathe form set forth in Exhibit A,
with appropriate insertions, payable to the ordesugh Lender in full on the Termination Date.

3.2 Recordkeeping. Each Lender shall record ireiterds, or at its option on the schedule attathéd Note, the date and amount of each
Loan made by such Lender and each repayment thdieefaggregate unpaid principal amount so recostiall be rebuttable presumptive
evidence of the principal amount owing and unpaidiach Note. The failure to so record any such anouany error in so recording any
such amount shall not, however, limit or othervaffect the obligations of the Company hereundamater any Note to repay the principal
amount of the Loans evidenced by such Note togeittthrall interest accruing thereon.

SECTION 4. INTEREST.

4.1 Interest Rate. The Company promises to payest®n the unpaid principal amount of each LoariHfe period commencing on the dat
such Loan until such Loan is paid in full at théehest Rate.

4.2 Interest Payment Dates. Accrued interest oh aan shall be payable in arrears for each montthe 10th day of the next succeeding
month and at maturity. After maturity (whether lmceleration or otherwise), accrued interest oh@gdins shall be payable on demand.
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4.3 Computation of Interest. Interest shall be cotag for the actual number of days elapsed ondkesiof a year of 360 days. The Interest
Rate shall change simultaneously with each chamgfeei Eurodollar Rate referred to in the definitadriinterest Rate."

SECTION 5. FEES.

5.1 Agent's Fee. Each Lender hereto that is notNDIC&grees that it will pay to the Agent an amouia to 0.15% per annum of such
Lender's Commitment (regardless of usage) in adsanche Closing Date and on each anniversarydhek# fees under this Section are
nonrefundable.

5.2 Facility Fee. The Company agrees to pay t&dent for the account of each Lender a facility, fiee the period from the Closing Date to
the Termination Date, at the rate of 0.10% per annfisuch Lender's Pro Rata Share (as adjustedtfroeto time) of the Revolving
Commitment Amount (regardless of usage). Suchifadéde shall be payable in advance on the CloBiatg, on each anniversary of the
Closing Date and on the Termination Date for amyogethen ending for which such facility fee shadit have previously been paid. All fees
under this Section are nonrefundable.

5.3 Letter of Credit Fees. The Company agreesyd@the Agent for the account of each Lender ddeeach Letter of Credit equal to
1.50% per annum of such Lender's Pro Rata Shaad{asted from time to time) of the undrawn amaafrguch Letter of Credit. Such letter
of credit fee shall be payable annually in advapg®n the date of issuance of such Letter of Gradd (y) on each anniversary of such date
of issuance (or, if such day is not a Business Daythe next succeeding Business Day). All feegutids Section are nonrefundable.

5.4 Computation of Fees. All fees hereunder shattdmputed for the actual number of days elapsdti@basis of a year of 360 days.
SECTION 6. REDUCTION OR TERMINATION OF THE REVOLVIG COMMITMENT AMOUNT; PREPAYMENTS.

6.1 Voluntary Reduction or Termination of RevolviGgmmitment Amount. The Company may from time toetion at least one Business
Day's prior written notice to the Agent (which dhbmptly advise each Lender thereof) permaneneitiuce the Revolving Commitment
Amount to an amount not less than the Revolvings@antings. Concurrently with any reduction of thev@élving Commitment Amount to
zero, the Company shall pay all interest on thedRévg Loans and all fees and shall Cash Collatszah full all obligations arising with
respect to the Letters of Credit. All reductionglté# Revolving Commitment Amount shall reduce tlwen@itments pro rata among the
Lenders according to their respective Pro Rataeshar

6.2 Voluntary Prepayments. The Company may frone timtime prepay the Loans in whole or in partheitt premium or penalty; provided
that the Company shall give the Agent (which shedmptly advise each Lender) notice thereof narlgian 3:00 p.m., Detroit time, on the
Business Day prior to the date of such prepaymehich shall be a Business Day), specifying the Isa@nbe prepaid and the date and
amount of prepayment.
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6.3 Mandatory Prepayments. (a) If at any time (&) $um of the Revolving Outstandings exceeds @}ptim of (i) the Borrowing Base in
effect at such time plus (i) $50,000,000, the Campshall immediately prepay Loans and/or CashaBathlize Letters of Credit, or do a
combination of the foregoing, in an amount suffitito eliminate such excess.

(b) If on any day on which the Revolving Commitmémhount is reduced pursuant to Section 6.1 the RengOutstandings exceed the
Revolving Commitment Amount, the Company shall india&ely prepay Loans and/or Cash Collateralizedrstof Credit, or do a
combination of the foregoing, in an amount suffitieo eliminate such excess.

SECTION 7. MAKING AND PRORATION OF PAYMENTS; SETOEFFAXES.

7.1 Making of Payments. All payments of principhbointerest on the Notes, and of all fees, sbalmade by the Company to the Agent in
immediately available funds at the office specifigdthe Agent not later than 3:00 p.m., Detroitdjron the date due; and funds received after
that hour shall be deemed to have been receivékexgent on the following Business Day. The Agamll remit to each Lender its share of
all such payments received in collected funds leyAgent for the account of such Lender no laten th@ Business Day after it has received
such collected funds.

7.2 Application of Certain Payments. Each paymémprimcipal shall be applied to such Loans as tben@any shall direct by notice to be
received by the Agent on or before the date of gigiment. Concurrently with each remittance to lagryder of its share of any such
payment, the Agent shall advise such Lender dset@pplication of such payment.

7.3 Due Date Extension. If any payment of principrainterest with respect to any of the Loans, fany fees, falls due on a day that is not a
Business Day, then such due date shall be extendbd immediately following Business Day and,he tase of principal, additional interest
shall accrue and be payable for the period of acih £xtension.

7.4 Setoff. The Company agrees that the Agent and eender have all rights of set-off provided pylacable law, and in addition thereto,
the Company agrees that at any time any Event tdulteor Unmatured Event of Default exists, the Agand each Lender may apply to the
payment of any obligations of the Company hereunsdlbether or not then due, any and all balanceslits; deposits, accounts or moneys of
the Company then or thereafter with the Agent ehdiender. The Agent or the Lender exercising gieoff shall promptly notify the
Company thereof after making such exercise; pralitiat failure to give such notice shall not affénet validity of the set-off.

7.5 Proration of Payments. If any Lender shall mbé&my payment or other recovery (whether voluntaryoluntary, by application of offset
or otherwise, but excluding any payment pursuai@doction 13.9) on account of principal of or ingtren any Loan (or on account of its
exposure under any Letter of Credit) in excesssgbiio rata share of payments and other recovebigsned by all Lenders on account of
principal of and interest on the Loans (or suchosxpe) then held by them, such Lender shall puecfrasn the other Lenders such
participations in the Loans (or subparticipatiom& étters of Credit) held by them as shall be nemgsto cause such purchasing Lender to
share the excess payment or other recovery ratably
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with each of them; provided that if all or any pontof the excess payment or other recovery istifézr recovered from such purchasing
Lender, the purchase shall be rescinded and ttehase price restored to the extent of such recovery

7.6 Taxes. All payments of principal of, and ing#ren, the Loans and all other amounts payableihder shall be made free and clear of and
without deduction for any present or future incomegise, stamp or franchise taxes and other tdges, duties, withholdings or other charges
of any nature whatsoever imposed by any taxingaaityh excluding franchise taxes and taxes impasedr measured by any Lender's net
income or receipts (all non-excluded items beinteddTaxes"). If any withholding or deduction froamy payment to be made by the
Company hereunder is required in respect of ang3 axrsuant to any applicable law, rule or regutatihen the Company will:

(a) pay directly to the relevant authority the fathount required to be so withheld or deducted;

(b) promptly forward to the Agent an official repedr other documentation satisfactory to the Agauidencing such payment to such
authority; and

(c) pay to the Agent for the account of the Lendeish additional amount as is necessary to enBatéite net amount actually received by
each Lender will equal the full amount such Lendeuld have received had no such withholding or dédo been required.

Moreover, if any Taxes are directly asserted agaimesAgent or any Lender with respect to any paytmneceived by the Agent or such Ler
hereunder, the Agent or such Lender may pay sughsTand the Company will promptly pay such addélamounts (including any penalty,
interest or expense) as is necessary in ordethbatet amount received by such Person after thagat of such Taxes (including any Taxes
on such additional amount) shall equal the amoueh $erson would have received had such Taxeseeot isserted.

If the Company fails to pay any Taxes when duénéoappropriate taxing authority or fails to remithe Agent, for the account of the
respective Lenders, the required receipts or attirired documentary evidence, the Company shadinmify the Lenders for any
incremental Taxes, interest or penalties that nemypime payable by any Lender as a result of anyfsildine. For purposes of this Section
a distribution hereunder by the Agent or any Lendear for the account of any Lender shall be deempayment by the Company.

Each Lender that (a) is organized under the lavesjofisdiction other than the United States of Aicgeor a state thereof and (b)(i) is a party
hereto on the Closing Date or (ii) becomes an assi@f an interest under this Agreement under &ed.9.1 after the Closing Date (unless
such Lender was already a Lender hereunder imnedgiatior to such assignment) shall execute aneleio the Company and the Agent
one or more (as the Company or the Agent may reddpnequest) United States Internal Revenue Sefviem W-8ECI or Form W-8BEN

or such other forms or documents, appropriatelypietad, as may be applicable to establish that keoler is exempt from withholding or
deduction of Taxes. The Company shall not be requio pay additional amounts to any Lender purstaatftis Section 7.6 to the
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extent that the obligation to pay such additiomabants would not have arisen but for the failurswéh Lender to comply with this
paragraph.

SECTION 8. WARRANTIES.

To induce the Agent and the Lenders to enter imAgreement and to induce the Lenders to makeds.aad issue and participate in Letters
of Credit hereunder, the Company warrants to therAgnd the Lenders that:

8.1 Organization. The Company is a corporationdiiakexisting under the laws of the State of Oregegach Subsidiary is validly existing and
(to the extent such concept is applicable) in gatadding under the laws of the jurisdiction ofdtganization; and each of the Company and
each Subsidiary is duly qualified to do businessanh jurisdiction where, because of the natuits@lctivities or properties, such
qualification is required, except for such jurigdios where the failure to so qualify could nots@@ably be expected to have a Material
Adverse Effect.

8.2 Authorization; No Conflict. Each of the Compaand each other Loan Party is duly authorized &rete and deliver each Loan Docun

to which it is a party, the Company is duly autked to borrow monies hereunder and each of the @oynand each other Loan Party is duly
authorized to perform its obligations under eachri®ocument to which it is a party. The executitglivery and performance by the
Company of this Agreement and by each of the Compand each other Loan Party of each Loan Docuneewhich it is a party, and the
borrowings by the Company hereunder, do not anldnwtl(a) require any consent or approval of anyegomental agency or authority (other
than any consent or approval that has been obtaineds in full force and effect), (b) conflict Wwi{i) any provision of law, (ii) the charter, by-
laws or other organizational documents of the Camgpa any other Loan Party or (iii) any agreemeérdenture, instrument or other
document, or any judgment, order or decree, thainiding upon the Company or any other Loan Parigny of their respective properties or
(c) require, or result in, the creation or impasitof any Lien on any asset of the Company, anysilidyy or any other Loan Party (other than
Liens in favor of the Agent created pursuant toGlodateral Documents).

8.3 Validity and Binding Nature. Each of this Agneent and each other Loan Document to which the Goypr any other Loan Party is a
party is the legal, valid and binding obligationsoich Person, enforceable against such Persorandance with its terms, subject to
bankruptcy, insolvency and similar laws affectihg £nforceability of creditors' rights generallydda general principles of equity.

8.4 Financial Condition. The audited consolidaiedricial statements of the Company and its Sub#dias at December 31, 2001 and the
unaudited consolidated financial statements ofXbmpany and its Subsidiaries as at September 8@, 20pies of each of which have been
delivered to the Agent for distribution to each ten were prepared in accordance with GAAP (subpjedhe case of such unaudited finar
statements, to normal yeand audit adjustments) and present fairly the dateded financial condition of the Company andStshsidiaries ¢
at such dates and the results of its operationthéoperiods then ended.
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8.5 No Material Adverse Change. Since Septembe2@0R there has been no material adverse chartge gondition (financial or
otherwise), operations, assets, business, propertiprospects of the Company and its Subsiditalesn as a whole.

8.6 Litigation and Contingent Liabilities. No liagion (including derivative actions), arbitratioropeeding or governmental investigation or
proceeding is pending or, to the Company's knowdetlyeatened against the Company or any Subsittiatynight reasonably be expected
to have a Material Adverse Effect, except as sghfio Schedule 8.6. Other than any liability iremd to such litigation or proceedings, neit
the Company nor any Subsidiary has any materigiragent liabilities not listed on Schedule 8.6.

8.7 Ownership of Properties; Liens. Each of the Gany and each Subsidiary owns good and, in theafasal property, marketable title to

all of its properties and assets, real and perstaragible and intangible, of any nature whatsoéweiuding patents, trademarks, trade names,
service marks and copyrights), and valid and eefaote leasehold interests in all of its leasedtasaad all such assets and property are free
and clear of all Liens, charges and claims (inelgdnfringement claims with respect to patentsjemaarks, service marks, copyrights and the
like) except as permitted by

Section 9.8.

8.8 Subsidiaries. As of the Closing Date, the Camygaas no Subsidiaries other than those listedohre@ule 8.8.

8.9 Pension Plans. (a) During the twelve-conseetiionth period prior to the date of the executiod delivery of this Agreement or the
making of any Loan or the issuance of any LetteCi&fdit, (i) no steps have been taken to termiaatePension Plan and (ii) no contribution
failure has occurred with respect to any Pensiam Bufficient to give rise to a Lien under Sec®8®2(f) of ERISA. No condition exists or
event or transaction has occurred with respeatyoPension Plan that could result in the incurrdncéhe Company of any material liability,
fine or penalty.

(b) All contributions (if any) have been made ty amultiemployer Pension Plan that are requireddartade by the Company or any other
member of the Controlled Group under the term$ieflan or of any collective bargaining agreemertyoapplicable law; neither the
Company nor any member of the Controlled Groupwigsdrawn or partially withdrawn from any Multiempter Pension Plan, incurred any
withdrawal liability with respect to any such planreceived notice of any claim or demand for witlvdal liability or partial withdrawal
liability from any such plan, and no condition leagurred that, if continued, might result in a witBwal or partial withdrawal from any such
plan; and neither the Company nor any member o€trérolled Group has received any notice thatMnoitiemployer Pension Plan is in
reorganization, that increased contributions mayebgired to avoid a reduction in plan benefitéherimposition of any excise tax, that any
such plan is or has been funded at a rate lesghhanequired under Section 412 of the Code,dhstsuch plan is or may be terminated, or
that any such plan is or may become insolvent.

8.10 Investment Company Act. Neither the Companyamy Subsidiary is an "investment company" or ggany "controlled" by an
"investment company", within the meaning of thedstiment Company Act of 1940.
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8.11 Public Utility Holding Company Act. NeitherdtfCompany nor any Subsidiary is a "holding compaay'a "subsidiary company" of a
"holding company", or an "affiliate” of a "holdirmpmpany" or of a "subsidiary company" of a "holdgwmpany", within the meaning of the
Public Utility Holding Company Act of 1935.

8.12 Regulation U. The Company is not engaged jpatly, or as one of its important activities, lretbusiness of extending credit for the
purpose of purchasing or carrying Margin Stock.

8.13 Taxes. Each of the Company and each Subsidéyiled all Federal and other material tax metwand reports required by law to have
been filed by it and has paid all taxes and govemtal charges thereby shown to be owing, excepsaaly taxes or charges that are being
diligently contested in good faith by appropriateqeedings and for which adequate reserves in danoe with GAAP shall have been set

aside on its books.

8.14 Solvency, etc. On the Closing Date, and imatetli prior to and after giving effect to the issca of each Letter of Credit and each
borrowing hereunder and the use of the proceedsdhda) the assets of the Company and the otben Parties, taken as a whole, will
exceed the liabilities of the Company and the otloam Parties, taken as a whole, and (b) the Coynpad the other Loan Parties, taken as a
whole, will be solvent, will be able to pay theglits as they mature, will own property with failesdole value greater than the amount
required to pay their debts and will have capitdfisient to carry on their business as then coutstd.

8.15 Environmental Matters.

(a) No Violations. Except as set forth on Sche®ulé, neither the Company nor any Subsidiary, ngraperator of the Company's or any
Subsidiary's properties, is in violation, or alldgaolation, of any judgment, decree, order, laefmit, license, rule or regulation pertaining to
Environmental Matters, including those arising urtthe Resource Conservation and Recovery Act ("RGRAe Comprehensive
Environmental Response, Compensation and Lialilyof 1980 ("CERCLA"), the Superfund Amendmentsl &eauthorization Act of 19¢
or any other Environmental Law that individuallyinrthe aggregate otherwise might reasonably bea®gd to have a Material Adverse
Effect.

(b) Notices. Except as set forth on Schedule 8rtbfar matters arising after the Closing Date,aclecase none of which could singly or in
the aggregate be expected to have a Material Ad\Effect, neither the Company nor any Subsidiag/reaeived notice from any third party,
including any Federal, state or local governmeatghority: (a) that any one of them has been ifiedtby the U.S. Environmental Protection
Agency as a potentially responsible party under CERwith respect to a site listed on the NationabFties List, 40 C.F.R. Part 300
Appendix B; (b) that any hazardous waste, as deéfine42 U.S.C. Section 6903(5), any hazardous anbstas defined by 42 U.S.C. Section
9601(14), any pollutant or contaminant as defined»U.S.C.

Section 9601(33) or any toxic substance, oil ohdaus material or other chemical or substancdatggiby any Environmental Law (all of
the foregoing, "Hazardous Substances") that anyobtieem has generated, transported or disposkdobeen found at any site at which a
Federal, state or local agency or other third pa#ty conducted a remedial investigation,
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removal or other response action pursuant to amyr&mmental Law; (c) that the Company or any Suisidmust conduct a remedial
investigation, removal, response action or oth&wige pursuant to any Environmental Law; or (d)afy Environmental Claim for which the
Company or any Subsidiary may be liable.

(c) Handling of Hazardous Substances. Except a®dhton Schedule 8.15, (i) no portion of the neadperty or other assets of the Company
or any Subsidiary has been used for the handlimg:gssing, storage or disposal of Hazardous Sutestaxcept in substantial compliance
with applicable Environmental Laws and no undergrbtank or other underground storage receptacleld@ardous Substances is located on
such properties; (ii) in the course of any actéstconducted by the Company, any Subsidiary oopleeators of any real property of the
Company or any Subsidiary, no Hazardous Substdraesbeen generated or are being used on suchriiespxcept in substantial
compliance with applicable Environmental Laws)) (iliere have been no Releases or threatened Relgfddazardous Substances on, upon,
into or from any real property or other assetdhef€Company or any Subsidiary, which Releases simgily the aggregate might reasonably be
expected to have a Material Adverse Effect; (i€réhhave been no Releases on, upon, from or iytoeah property in the vicinity of the real
property or other assets of the Company or anyi8iaig that, through soil or groundwater contamiot may have come to be located on,
and which might reasonably be expected to havetariabadverse effect on the value of, the reapprty or other assets of the Company or
any Subsidiary; and (v) any Hazardous Substanaesrgied by the Company and its Subsidiaries hage tvansported offsite only by
properly licensed carriers and delivered only éatment or disposal facilities maintaining validrpis as required under applicable
Environmental Laws, which transporters and faetithave been and are operating in substantial camapl with such permits and applicable
Environmental Laws.

8.16 Insurance. Set forth on Schedule 8.16 is gtatmand accurate summary of the property andattggnsurance program of the
Company and its Subsidiaries as of the Closing Pattuding the names of all insurers, policy numshexpiration dates, amounts and types
of coverage, annual premiums, exclusions, dedegjiself-insured retention and a description isaaable detail of any self-insurance
program, retrospective rating plan, fronting arement or other risk assumption arrangement invglttie Company or any Subsidiary).

8.17 Information. All information heretofore or aemporaneously herewith furnished in writing by @@mpany or any Subsidiary to the
Agent or any Lender for purposes of or in connectigth this Agreement and the transactions contategdlhereby is, and all written
information hereafter furnished by or on behalft@# Company or any Subsidiary to the Agent or aggder pursuant hereto or in connection
herewith will be, true and accurate in every matagspect on the date as of which such informatiatated or certified, and none of such
information is or will be incomplete by omitting state any material fact necessary to make suoiraition not misleading in light of the
circumstances under which made (it being recognigettie Agent and the Lenders that any projectamsforecasts provided by the
Company are based on good faith estimates and psismsibelieved by the Company to be reasonabié te date of the applicable
projections or forecasts and that actual resultmduhe period or periods covered by any suchgatayns and forecasts may differ from
projected or forecasted results).
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8.18 Intellectual Property. The Company and eadisfliary owns and possesses or has a licensearrnight to use all patents, patent rig|
trademarks, trademark rights, trade names, traohe mights, service marks, service mark rights aj/dghts as are necessary for the
conduct of the business of the Company and itsi8ialoes, without any infringement upon rights diers, except to the extent that failure to
comply with any of the foregoing could not reasdpdi®e expected to have a Material Adverse Effect.

8.19 Burdensome Obligations. Neither the Compamyany Subsidiary is a party to any agreement otraohor subject to any corporate or
partnership restriction which might reasonably keeted to have a Material Adverse Effect.

8.20 Labor Matters. Except as set forth on Sche8li2@, neither the Company nor any Subsidiary lijesu to any labor or collective
bargaining agreement. There are no existing oatered strikes, lockouts or other labor disputesliuing the Company or any Subsidiary
that singly or in the aggregate could reasonablgxpected to have a Material Adverse Effect. Howwsgked by and payment made to
employees of the Company and its Subsidiaries afrgrviolation of the Fair Labor Standards Actamy other applicable law, rule or
regulation dealing with such matters.

8.21 No Default. No Event of Default or UnmatureceBt of Default exists or would result from theungng by the Company of any Debt
hereunder or under any other Loan Document.

8.22 Dealer Franchise Agreements; Material BusiRedationships. As of the Closing Date, neither@oenpany nor any of its Subsidiarie:

a party to any dealer franchise agreement ("Déatemchise Agreements") other than those specificidiclosed in Schedule 8.22, which
schedule shows the Manufacturer and the Compathedsubsidiary, as the case may be, that is a fraggch such agreement, the date such
agreement was entered into and the expirationafegech agreement. Each of such Dealer Franchiseefgents is currently in full force and
effect, and neither the Company nor any Subsidiayreceived any notice of termination with respeeiny such agreement; and, except as
disclosed on Schedule 8.22, neither the CompangampSubsidiary is aware of any event that withasotlapse of time or both would allow
any Manufacturer that is a party to any Dealer Ehése Agreement to terminate any such agreemesteTdxists no actual or threatened
termination, cancellation or limitation of, or amodification or change in, the business relation&lgtween the Company or any of its
Subsidiaries and any customer or any group of custs or with any Manufacturer that, in any casejaoeasonably be expected to have a
Material Adverse Effect.

SECTION 9. COVENANTS.

Until the expiration or termination of the Commitme and thereafter until all obligations of the Qamy hereunder and under the other Loan
Documents are paid in full and all Letters of Ctédive been Cash Collateralized or terminatedCthrapany agrees that, unless at any time
the Required Lenders shall otherwise expresslyarin@xcept as provided in

Section 13.1) in writing, it will:

9.1 Reports, Certificates and Other Informationnigh to the Agent:
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9.1.1 Annual Report. Promptly when available andrig event within 90 days after the close of eashdf Year: (a) a copy of the annual
report of the Company and its Subsidiaries for dtishal Year, including therein consolidated batasleeets and statements of earnings and
cash flows of the Company and its Subsidiariestmh Fiscal Year, certified (without any qualificat arising from the scope of the audit or
as to the ability of the Company and its Subsidgmtd operate as a going concern) by independeitbesiof recognized standing selected by
the Company and reasonably acceptable to the Atpggther with (i) a written statement from suchamtants to the effect that in making
the examination necessary for the signing of suctual audit report by such accountants, nothingecemtheir attention that caused them to
believe that the Company was not in compliance waith provision of Section 9.6, 9.7, 9.8 or 9.9to§ tAgreement insofar as such provision
relates to accounting matters or, if somethingduamse to their attention that caused them to belieatthe Company was not in compliance
with any such provision, describing such non-coamgie in reasonable detail and

(i) a comparison with the previous Fiscal Yeard &b) consolidating balance sheets of the Companyita Subsidiaries as of the end of such
Fiscal Year and a consolidating statement of egenfar the Company and its Subsidiaries for suskdtiYear.

9.1.2 Interim Reports. Promptly when available amdny event within 45 days after the end of easkdt Quarter (except the last Fiscal
Quarter of each Fiscal Year), consolidated andaafeting balance sheets of the Company and itsiflisiies as of the end of such Fiscal
Quarter, together with consolidated and consolidpstatements of earnings and cash flows for sisstaFQuarter and for the period
beginning with the first day of such Fiscal Yeadamding on the last day of such Fiscal Quartgettrer with a comparison with the
corresponding period of the previous Fiscal Yeartifted by the chief financial officer or treasud the Company.

9.1.3 Compliance Certificates; Insurance Infornmati@ontemporaneously with the furnishing of a copgach annual audit report pursuar
Section 9.1.1 and each set of quarterly statenmmtsiant to Section 9.1.2: (a) a duly completedpd@nce certificate in the form of Exhibit
B, with appropriate insertions, dated the dateuchsannual report or such quarterly statementssegmebd by the chief financial officer or the
treasurer of the Company, containing a computaifaach of the financial ratios and restrictionsfegh in Section 9.6 and a statement to
effect that such officer has not become aware pfEarent of Default or Unmatured Event of Defauklithas occurred and is continuing or, if
there is any such event, describing it and thessiépny, being taken to cure it and setting fafliEvents of Default that had occurred but
were cured or waived during the period coveredhgyrelated financial statements; and (b) a ceatéicsetting forth in reasonable detail a
description of all insurance maintained in accoomgawith the requirements set forth in Section 9.3(b

9.1.4 Reports to the SEC and to Shareholders. Riyoqmon the filing or sending thereof, copies bfragular, periodic or special reports of
the Company or any Subsidiary filed with the SE@pies of all registration statements of the Compamgny Subsidiary filed with the SEC
(other than on Form S-8); and copies of all praggesnents or other communications made to seduoityers generally.
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9.1.5 Notice of Default, Litigation and ERISA MatePromptly upon the Company obtaining knowledigeny of the following, written
notice describing the same and the steps being takéhe Company or the Subsidiary affected thereitly respect thereto:

(a) the occurrence of an Event of Default or an diured Event of Default;

(b) any litigation, arbitration or governmental @stigation or proceeding not previously disclosgdhe Company to the Lenders that has
been instituted or, to the knowledge of the Comp@nthreatened against the Company or any Sulbbgidiao which any of the properties of
any thereof is subject that might reasonably beeetqu to have a Material Adverse Effect;

(c) the institution of any steps by any memberhef €ontrolled Group or any other Person to termimaty Pension Plan, or the failure of any
member of the Controlled Group to make a requidrédution to any Pension Plan (if such failureisficient to give rise to a Lien under
Section 302(f) of ERISA) or to any Multiemployerriagon Plan, or the taking of any action with respe@ Pension Plan that could result in
the requirement that the Company furnish a bonatheer security to the PBGC or such Pension Platheopccurrence of any event with
respect to any Pension Plan or Multiemployer PenBian that could result in the incurrence by amynier of the Controlled Group of any
material liability, fine or penalty (including argjaim or demand for withdrawal liability or partiaithdrawal from any Multiemployer
Pension Plan), or any material increase in theilcgant liability of the Company with respect to gmyst-retirement welfare plan benefit, or
any notice that any Multiemployer Pension Plamisgiorganization, that increased contributions tmayequired to avoid a reduction in plan
benefits or the imposition of an excise tax, thgt sauch plan is or has been funded at a ratehessthat required under Section 412 of the
Code, that any such plan is or may be terminatethat any such plan is or may become insolvent;

(d) any cancellation (unless contemporaneoushaosal with similar coverage) or material changeniyiasurance maintained by the
Company or any Subsidiary;

(e) any material violation of law by the Companyaoy Subsidiary or any officer or director of ther@pany or any Subsidiary related to the
business of the Company or such Subsidiary; or

(f) any other event (including any violation of aBpvironmental Law or the assertion of any Envirental Claim) that might reasonably be
expected to have a Material Adverse Effect.

9.1.6 Borrowing Base Certificates. Within 45 dajshe end of each Fiscal Quarter, a Borrowing Bassgificate dated as of the end of such
Fiscal Quarter and executed by the chief finarmificer or the treasurer of the Company on behfithe Company (provided that at any time
an Event of Default exists, the Agent may requilee€Company to deliver Borrowing Base Certificatesarfrequently).
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9.1.7 Management Reports. Promptly upon receipetiecopies of all detailed financial and managetmeports submitted to the Company
by independent auditors in connection with eachtandde by such auditors of the books of the Compamthe extent such reports identify a
material deficiency in the Company's internal colstr

9.1.8 Subordinated Debt Notices. Promptly from timéme, copies of any material notices (includimajices of default or acceleration)
received from any holder, or any notice from amgtee, of, under or with respect to any SubordaBtebt.

9.1.9 Manufacturer/Dealer Statements. Upon requfasie Agent, copies of each Manufacturer/Dealatedhent of the Company and each
Subsidiary.

9.1.10 Dealer Franchise Agreements. Promptly uperCompany obtaining knowledge thereof, noticéheftermination of any Dealer
Franchise Agreement.

9.1.11 Other Information. Promptly from time to &psuch other information concerning the CompanyitnSubsidiaries as any Lender or
the Agent may reasonably request.

9.2 Books, Records and Inspections. Keep, and @aceSubsidiary to keep, its books and recordséordance with sound business
practices sufficient to allow the preparation ofdfiicial statements in accordance with GAAP; peranit cause each Subsidiary to permit,
Lender or the Agent or any representative therea@igpect the properties and operations of the Gompr such Subsidiary; and permit, and
cause each Subsidiary to permit, at any reasomiaideand with reasonable notice (or at any timéaut notice if an Event of Default exists),
any Lender or the Agent or any representative tifdevisit any or all of its offices, to discugs financial matters with its officers and its
independent auditors (and the Company hereby dméfsosuch independent auditors to discuss suchdialamatters with any Lender or the
Agent or any representative thereof), and to exartand, at the expense of the Company or the aiyicSubsidiary, photocopy extracts
from) any of its books or other records; and perarid cause each Subsidiary to permit, the Ageshitarrepresentatives to inspect the
Inventory and other tangible assets of the Compairspch Subsidiary, to perform appraisals of theigment of the Company or such
Subsidiary, and to inspect, audit, check and makées of and extracts from the books, records, cterglata, computer programs, journals,
orders, receipts, correspondence and other datingeto inventory, accounts receivable and angrotiollateral. All such inspections, audits
or appraisals by the Agent shall be at the Agexense, provided that if an Event of Default omatured Event of Default exists, such
inspections, audits and appraisals shall be aCthmepany's expense. Notwithstanding anything tactmdrary herein, neither the Company
any Subsidiary shall be required to disclose afgrimation to the Agent or any Lender if (X) in thginion of counsel, such disclosure would
cause any attorney-client privilege of the Companguch Subsidiary with respect to such informat@mbe lost and

(y) such loss of privilege would be materially prdicial to the Company and its Subsidiaries, tak®a whole.

9.3 Maintenance of Property; Insurance. (a) Kead,@use each Subsidiary to keep, all propertyulsefl necessary in the business of the
Company or such Subsidiary in good working ordet esndition, ordinary wear and tear excepted.
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(b) Maintain, and cause each Subsidiary to maintaith responsible insurance companies, such ingeras may be required by any law or
governmental regulation or court decree or ordefiegble to it and such other insurance, to sudbréxand against such hazards and
liabilities, as is customarily maintained by comigarsimilarly situated; and, upon request of thertgr any Lender, furnish to the Agent or
such Lender a certificate setting forth in reasémdetail the nature and extent of all insurancentamed by the Company and its
Subsidiaries. The Company shall cause each is$aeriasurance policy to provide the Agent witheardorsement (i) showing loss payabl
the Agent with respect to each policy of propentgasualty insurance and naming the Agent and keaetier as an additional insured with
respect to each policy of insurance for liability personal injury or property damage, (ii) prowiglithat 30 days' notice will be given to the
Agent prior to any cancellation of, material redostor change in coverage provided by or other ni@tmodification to such policy and (iii)
reasonably acceptable in all other respects té\tfemt. The Company shall execute and deliver, &adl sause each Subsidiary to execute
deliver, to the Agent a collateral assignmentoimf and substance reasonably satisfactory to tlemi\gf each business interruption
insurance policy maintained by the Company or shighsidiary.

9.4 Compliance with Laws; Payment of Taxes and ilitads. (a) Comply, and cause each Subsidiaryotmly, in all material respects with

all applicable laws, rules, regulations, decreeders, judgments, licenses and permits; and (b) gy cause each Subsidiary to pay, prior to
delinquency, all taxes and other governmental asagainst it or any of its property, as well @nab of any kind that, if unpaid, might
become a Lien on any of its property; provided thatforegoing shall not require the Company ohsBebsidiary to pay any such tax or
charge so long as it shall contest the validityebg&in good faith by appropriate proceedings drallset aside on its books adequate reserves
with respect thereto in accordance with GAAP.

9.5 Maintenance of Existence, etc. Maintain andgme, and (subject to

Section 9.10) cause each Subsidiary to maintaimaeskrve, (a) its existence and (to the extertt sancept is applicable) good standing in
the jurisdiction of its organization and (b) itsatjfication to do business and (to the extent starficept is applicable) good standing in each
other jurisdiction where the nature of its busin@skes such qualification necessary (except ingtstances in which the failure to be
qualified or in good standing does not have a Maltédverse Effect).

9.6 Financial Covenants.

9.6.1 Current Ratio. Not permit the ratio of Coidaled Current Assets to Consolidated Current lit&s at any time to be less than 1.2:1.0.
9.6.2 Fixed Charge Coverage Ratio. Not permit tiked-Charge Coverage Ratio for any Computationdéein be less than 1.20:1.0.

9.6.3 Interest Coverage Ratio. Not permit the bgeCoverage Ratio for any Computation Period tebgthan 2.50:1.

9.6.4 Adjusted Leverage Ratio. Not permit the Atdseverage Ratio at any time to be greater thad: 2.
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9.6.5 Working Capital. Cause each Subsidiary tantaai such level of working capital as is necessasatisfy the requirements of such
Subsidiary's Dealer Franchise Agreements.

9.7 Limitations on Debt. Not, and not permit anypSidiary to, create, incur, assume or suffer tstexny Debt, except:
(a) obligations under this Agreement and the otloamn Documents;

(b) Debt secured by Liens permitted by Sectiond),&nd extensions thereof and Refinancing Dekedpect thereof; provided that the
aggregate amount of all such Debt at any time antihg shall not exceed $275,000,000;

(c) Debt of Subsidiaries to the Company or to anllaferal Subsidiary;

(d) unsecured Debt of the Company to Collaterals&liéries;

(e) Debt of an Excluded Subsidiary to any otherlited Subsidiary;

(f) Subordinated Debt;

(g) Hedging Obligations incurred for bona fide hiedgpurposes and not for speculation;

(h) Debt described on Schedule 9.7 and any extenkereof and Refinancing Debt in respect thermmipng as, in each case, the principal
amount thereof is not increased and the obligotis rispect thereto are not changed;

(i) Debt with respect to any Floor Plan Financimgyided to the Company or any Collateral SubsidanGeneral Motors Acceptance
Corporation, Ford Motor Credit Corporation or Tay®lotor Credit Corporation, in each case in respébtew Motor Vehicles manufactur
by an Affiliate of such Floor Plan Financing Prosidcbr Auction Motor Vehicles purchased at a clodedler-only auction sponsored by such
Floor Plan Financing Provider or its affiliated M#dacturer;

() Debt to DCSNA in respect of Floor Plan Finargsn

(k) Debt with respect to Floor Plan Financings pided by Persons other than DCSNA, provided DCSN#\dexlined to provide the same
after being offered the opportunity to provide stiolncing as provided in
Section 13.17;

(I) recourse obligations, repurchase obligatiors &uaretyship Liabilities of Automobile Dealershigssing in the ordinary course of business
in connection with the sale of retail installmennhtracts or retail leases involving Motor Vehictedinancial institutions that are not Affiliat
of the Company;

(m) Debt to be Repaid (so long as such Debt isideprathe Closing Date with the proceeds of thédhLoans hereunder);
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(n) unsecured Suretyship Liabilities of the Compamsespect of Operating Leases of Subsidiarieduding leases of real property;

(0) unsecured Suretyship Liabilities of the Compang its Subsidiaries in respect of Debt incurng@fyy Excluded Subsidiary, to the extent
such underlying Debt is permitted by clause (bvahand

(p) other Debt, in addition to the Debt listed abow an aggregate amount not at any time exceé&ir@p0,000.

9.8 Liens. Not, and not permit any Subsidiary teate or permit to exist any Lien on any of itd mrgpersonal properties, assets or rights of
whatsoever nature (whether now owned or hereaftpuieed), except:

(a) Liens for taxes or other governmental charggsahthe time delinquent or thereafter payabléeuit penalty or being contested in good
faith by appropriate proceedings and, in each daseyhich it maintains adequate reserves;

(b) Liens arising in the ordinary course of busiésich as (i) Liens of carriers, warehousemenhardcs and materialmen and other similar
Liens imposed by law and (ii) Liens incurred in nention with worker's compensation, unemploymengensation and other types of so
security (excluding Liens arising under ERISA) miconnection with surety bonds, bids, performarmedls and similar obligations) for sums
not overdue or being contested in good faith byr@amiate proceedings and not involving any depasitadvances or borrowed money or the
deferred purchase price of property or services ineach case, for which it maintains adequaterves;

(c) Liens described on Schedule 9.8;

(d) subject to the limitation set forth in Secti@i7(b), (i) Liens arising in connection with Capit@ases (and attaching only to the property
being leased), (ii) Liens on real property (whetineexistence on the date hereof, or for new firamaefinancing or construction financing
incurred after the date hereof), provided that sugh Lien attaches solely to such real properiiy L{ens on personal property, other than
deposit accounts, of Lithia Real Estate and itssilidries located on or related to real propergusag real estate financing in connection
with which such Liens are granted and (iv) Liensaggeets of Lithia Financial and Lithia Aircraft seag the US Bank Facility;

(e) attachments, appeal bonds, judgments and sithéar Liens, for sums not exceeding $5,000,0068rg in connection with court
proceedings, provided the execution or other eefoent of such Liens is effectively stayed and therss secured thereby are being actively
contested in good faith and by appropriate procegsyi

(f) easements, rights of way, restrictions, minefedts or irregularities in title and other similaens not interfering in any material respect
with the ordinary conduct of the business of thenpany or any Subsidiary;
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(9) Liens arising under the Loan Documents;

(h) Liens on any asset of an Automobile Dealerskiguring Debt permitted by Section 9.7(i), (j) lox, provided that, to the extent such Liens
attach to any property other than the Inventorgrited by such Debt and proceeds thereof, Accondtpayment intangibles owing by the
relevant Dealer to the Manufacturer with which takevant Floor Plan Financing Provider is affiliéi@nd all other rights to payment in
which any such Floor Plan Financing Provider caxdrcise a right of setoff or recoupment) and serleaner or daily rental vehicles
manufactured by a Manufacturer and financed byoarHPlan Financing Provider permitted under Sec®igiti), (j) or (k), such Liens shall be
subordinated, in form and substance satisfactotlygddgent, to the security interest of the Ageunig

(i) Liens for the purpose of securing Debt refert@éh Section 9.7(1) in chattel paper, vehiclessked to retail customers, vehicles leased L
such leases, returns and repossessions of suatieseand proceeds of such collateral.

9.9 Restricted Payments. Not, and not permit ariysi@liary to, (a) make any distribution to any sfshareholders, (b) purchase or redeem
any of its capital stock or other equity interest@ny warrants, options or other rights in respieeteof, (c) pay any management fees or
similar fees to any of its shareholders or any lisfie thereof, (d) make any redemption, prepaynmgfeasance or repurchase of any
Subordinated Debt or (e) set aside funds for arthe@foregoing. Notwithstanding the foregoing,alily Subsidiary may pay dividends or
make other distributions to the Company or to a WhOwned Subsidiary that is a Collateral Subsigjdii) any Excluded Subsidiary may
pay dividends or make other distributions to a Vilh@wned Subsidiary that is an Excluded Subsidarg (iii) so long as no Event of
Default or Unmatured Event of Default exists or wotesult therefrom, the Company may pay dividemdsepurchase shares of its capital
stock in an aggregate amount, for all such dividesnttl repurchases, not to exceed $18,000,000 dinertgrm of this Agreement.

9.10 Mergers, Consolidations, Sales. Not, and aohfi any Subsidiary to, be a party to any mergeromsolidation, or purchase or otherwise
acquire all or substantially all of the assetsrmy stock of any class of, or any membership omeaship or joint venture interest in, any other
Person, or, except in the ordinary course of bussingell, transfer, convey or lease all or anytsuiisl part of its assets, or sell or assign with
or without recourse any receivables, except fgraey such merger, consolidation, sale, transtaryeyance, lease or assignment of or by
Wholly-Owned Subsidiary into the Company (provided thahancase of a merger or consolidation, the Comjmathe survivor) or into, wit

or to any other Wholly-Owned Subsidiary that isa@l&@eral Subsidiary (provided, that in the casamf merger or consolidation involving a
Collateral Subsidiary, a Collateral Subsidiary muesthe survivor) ; (b) any such purchase or atlequisition by the Company or any
Wholly-Owned Subsidiary that is a Collateral Sulesig of the assets or stock of any Wholly-Owned Sdilary; (c) any Acquisition by the
Company or any Whollydwned Subsidiary that is a Collateral Subsidiaifl)fimmediately before and after giving effecstach Acquisition
no Event of Default or Unmatured Event of Defatlhlsexist, (2) immediately after giving effectsach Acquisition,
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the Company is in pro forma compliance with all imancial ratios and restrictions set forth in G@t 9.6, (3) in the case of the Acquisition
of any Person, the Board of Directors of such Retes approved such Acquisition and all Manufactudeing business with such Person
have consented to such Acquisition, (4) in the odis: Acquisition of equity interests of an entsych Acquisition shall be of 100% of the
equity interests of such entity except that inadase of a Majority Acquisition, such Acquisitioraditbe of at least 80% of the equity interests
of such entity, (5) the Company shall have obtaigititker (i) a written approval for a new Dealerrahise Agreement between the entity t
acquired in such Acquisition and the Manufacturesobstantially the same terms as the Dealer Fismétgreement entered into between
Manufacturer and the entity to be acquired in sictuisition or

(il) any consent required from a Manufacturer fog tontinued enforceability and validity of suchallde Franchise Agreement after the
completion of a Acquisition shall have been obtdjr(@) prior to and after such Acquisition, the €ftrinancial Officer of the Company shall
have delivered a certificate to the Agent confirgnihat the conditions set forth in clauses (1))-atdove will be (in the case of a certificate
delivered prior to such Acquisition) or have bekertlie case of a certificate delivered after suchyisition) met;

(d) sales of Equipment to Lithia Financial, ancesalf real estate to Lithia Real Estate, in eask @athe ordinary course of business in
connection with an Acquisition permitted hereunigthe Subsidiary acquired in such Acquisition {prthe case of an acquisition of assets,
by the Subsidiary acquiring such assets) for at izdr market value (as determined in good faitlihe Board of Directors of the Company)
and where all the consideration is cash; and (e} and dispositions of assets (including the safckubsidiaries) for at least fair market
value (as determined in good faith by the BoarBioéctors of the Company) so long as the net badierof all assets sold or otherwise
disposed of in any Fiscal Year does not exceed al%te net book value of the consolidated asseteoCompany and its Subsidiaries as of
the last day of the preceding Fiscal Year.

9.11 Modification of Organizational Documents. petrmit the Certificate or Articles of IncorporatidBy-Laws or other organizational
documents of the Company or any Subsidiary to beraled or modified in any way that might reasondlelyexpected to adversely affect the
interests of the Lenders.

9.12 Use of Proceeds. Use the proceeds of the lavahketters of Credit for Acquisitions permittegl ®ection 9.10(c), for working capital of
the Company and its Collateral Subsidiaries anafer general corporate purposes of the CompathytsuCollateral Subsidiaries; and not
use or permit any proceeds of any Loan to be wedtkr directly or indirectly, for any other purges$ncluding for the purpose, whether
immediate, incidental or ultimate, of "purchasingcarrying” any Margin Stock.

9.13 Further Assurances. Take, and cause eachdgargdo take, such actions as are necessarytheasgent or the Required Lenders may
reasonably request from time to time (includingeixecution and delivery of guaranties, securityeagrents, pledge agreements, mortgages,
deeds of trust, financing statements and otherrdeats, the filing or recording of any of the foregp and the delivery of stock certificates
and other collateral with respect to which perfattis obtained by possession) to ensure that éadlthigations of the Company hereunder
under the other Loan Documents (i) are securedibgtantially all of the assets of the Company, iothan property in which the Company is
prohibited from granting a
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security interest, pledge or assignment pursuaatRermitted Restriction, and

(i) guaranteed by all of its Subsidiaries (inclugli promptly upon the acquisition or creation tleérany Subsidiary acquired or created after
the date hereof) by execution of a counterparhefGuaranty, (b) the obligations of each Subsidjatiyer than Excluded Subsidiaries) under
the Guaranty are secured by substantially all efasets of such Subsidiary (other than propentyhich such Subsidiary is prohibited from
granting a security interest, pledge or assignrparguant to a Permitted Restriction and other #tack of Excluded Subsidiaries) and (c) the
obligations of Lithia Real Estate and its Subsigmunder the Guaranty are secured by all deposituets of Lithia Real Estate, provided t

a pledge of the stock of a Subsidiary shall notdogiired if and to the extent that such pledge dieidlate a Permitted Restriction in favor of
a Manufacturer. Without limiting the foregoing, t8®@mpany shall cause any minority holder holdingequity interest in a Subsidiary (other
than an Excluded Subsidiary) acquired pursuantMajarity Acquisition to pledge its equity interdstthe Agent in connection with said
Acquisition.

9.14 Transactions with Affiliates. Not, and notpérany Subsidiary to, enter into, or cause, suffegpermit to exist any transaction,
arrangement or contract with any of its other Adtiés that is on terms that are less favorable ginambtainable from any Person which is not
one of its Affiliates; except that the foregoingaimot apply to (i) any transaction, arrangemantantract between the Company and any
Collateral Subsidiary or between Collateral Sulasids or (ii) any transaction, arrangement or @mitbetween Excluded Subsidiaries.

9.15 Employee Benefit Plans. Maintain, and caust Sabsidiary to maintain, each Pension Plan istsmial compliance with all applical
requirements of law and regulations.

9.16 Environmental Matters. (a) If any Release @pbsal of Hazardous Substances shall occur of lsdnat occurred on any real property or
any other assets of the Company or any SubsidiaeyCompany shall, or shall cause the applicabbsidiary to, cause the prompt
containment and removal of such Hazardous Substaammkthe remediation of such real property orradssets as necessary to comply with
all Environmental Laws and to preserve the valusugh real property or other assets. Without limgitihe generality of the foregoing, the
Company shall, and shall cause each Subsidiagptaply with any valid Federal or state judicialamministrative order requiring the
performance at any real property of the CompargngrSubsidiary of activities in response to theeRs¢ or threatened Release of a
Hazardous Substance.

(b) To the extent that the transportation of "hdras waste" as defined by RCRA is permitted by Algisgeement, the Company shall, and
shall cause its Subsidiaries to, dispose of suzhridaus waste only at licensed disposal faciltigsrating in compliance with Environmental
Laws.

9.17 Unconditional Purchase Obligations. Not, aodp@rmit any Subsidiary to, enter into or be ay#r any contract for the purchase of
materials, supplies or other property or servi€ssich contract requires that payment be made tegérdless of whether delivery is ever
made of such materials, supplies or other propargervices.
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9.18 Inconsistent Agreements. Not, and not permjt@ubsidiary to, enter into any agreement congiminy provision which would (a) be
violated or breached by any borrowing by the Conmgdeareunder or by the performance by the CompamngrSubsidiary of any of its
obligations hereunder or under any other Loan Dasu{b) except for Permitted Restrictions (prodideat such restrictions do not apply to
property described in Section 9.13(c)), prohib& @ompany or any Subsidiary from granting to thertgfor the benefit of the Lenders, a
Lien on any of its assets or (c) except for PeadifRestrictions, create or permit to exist or beg@ffiective any encumbrance or restriction
on the ability of any Subsidiary to (i) pay dividEnor make other distributions to the Company grather applicable Subsidiary, or pay any
Debt owed to the Company or any other Subsidid@jyn@ke loans or advances to the Company or

(iii) transfer any of its assets or propertieshie Company.

9.19 Business Activities. Not, and not permit amjp$§diary to, engage in any line of business otihan the businesses engaged in on the date
hereof and businesses reasonably related thereto.

9.20 Investments. Not, and not permit any Subsidiarmake or permit to exist any Investment in athyer Person, except (without
duplication) the following:

(a) contributions by the Company to the capitahioy of its Collateral Subsidiaries, or by any s@ahlateral Subsidiary to the capital of any
of its Collateral Subsidiaries;

(b) in the ordinary course of business, Investmbyptthe Company in any Collateral Subsidiary oaby Subsidiary in the Company, or by
any Subsidiary in any Collateral Subsidiary, by wéyntercompany loans, advances or guarantie$) éle extent permitted by Section 9.7,

(c) Suretyship Liabilities permitted by Section;9.7
(d) Cash Equivalent Investments;
(e) bank deposits in the ordinary course of busines

(f) Investments in securities of account debtoceneed pursuant to any plan of reorganization imilar arrangement upon the bankruptcy or
insolvency of such account debtors;

(9) Investments to consummate Acquisitions permittg Section 9.10;

(h) Investments by Lithia Financial in an aggregateount not to exceed $10,000,000 in equity seesrif publicly traded companies not
Affiliates of the Company (provided, that in theseaof any such Investment in equity securitieshdneestment shall not exceed 4.9% of the
outstanding equity of any one issuer);

(i) Investments listed on Schedule 9.20;
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(j) extensions of credit to customers made in tfi#nary course of business and in connection withsale of Inventory in the ordinary cou
of business; and

(k) such other Investments consented to by the Retjuenders in their sole discretion;

provided that (x) any Investment which when madapmites with the requirements of the definition loé term "Cash Equivalent Investment"
may continue to be held notwithstanding that suste$tment if made thereafter would not comply giticsh requirements; (y) no Investment
otherwise permitted by clause (a),

(b), (), (g) or (h) shall be permitted to be m#danmediately before or after giving effect theygany Event of Default or Unmatured Event
of Default exists; and (z) the Company shall naot ahall not permit any Subsidiary to, create guae, or make any Investment in, any
Foreign Subsidiary.

9.21 Fiscal Year. Not change its Fiscal Year.

9.22 Hedging Agreements. The Company shall notstuadl not permit any of its Subsidiaries to entéo iany Hedging Agreement, other tt
non-speculative Hedging Agreements entered intthbyCompany or a Subsidiary pursuant to which theg@any or such Subsidiary has
hedged its actual interest rate, foreign curremayoonmodity exposure.

9.23 Negative Pledge. With respect to any Subsidiperating under a Dealer Franchise Agreement Tiaota Motor Sales in USA, Inc.,
American Honda Motor Corporation, or Nissan in US#¢., the Company hereby agrees that it shalpfestge or otherwise transfer its
capital stock in such Subsidiary to any Person.

SECTION 10. EFFECTIVENESS; CONDITIONS OF LENDINGTE.

The obligation of each Lender to make its Loans@irttie Issuing Lender to issue Letters of Crexlglibject to the following conditions
precedent:

10.1 Initial Credit Extension. The obligation okthenders to make the initial Loans and the oliligadf the Issuing Lender to issue the in
Letter of Credit (whichever first occurs) is, inditibn to the conditions precedent specified intec10.2, subject to the conditions precedent
that

(1) all Debt to be Repaid has been (or concurrenitly the initial borrowing will be) paid in fulland that all agreements and instruments
governing the Debt to be Repaid and that all Leswuring such Debt to be Repaid have been (or camdly with the initial borrowing will

be) terminated and (2) the Agent shall have recealeof the following, each duly executed and datee Closing Date (or such earlier dat
shall be satisfactory to the Agent), in form andstance satisfactory to the Agent (and the datetoah all such conditions precedent have
been satisfied or waived in writing by the Agendldne Required Lenders is called the "Closing Date"

10.1.1 Notes. A Note executed by the Company inrfa¥ each Lender.

10.1.2 Resolutions. Certified copies of resolutiohthe Board of Directors of the Company authowgzihe execution, delivery and
performance by the Company of this
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Agreement, the Notes and the other Loan Documenigich the Company is a party; and certified ceiEresolutions of the Board of
Directors of each other Loan Party authorizingekecution, delivery and performance by such LoatyRd each Loan Document to which
such entity is a party.

10.1.3 Consents, etc. Certified copies of all doents evidencing any necessary corporate or pahipeastion, consents and governmental
approvals (if any) required for the execution, @&y and performance by the Company and each btiaar Party of the documents referred
to in this Section 10.

10.1.4 Incumbency and Signature Certificates. Aifaeate of the Secretary or an Assistant Secretaryther appropriate representative) of
each Loan Party certifying the names of the offmeofficers of such entity authorized to sign tuan Documents to which such entity is a
party, together with a sample of the true signatdireach such officer (it being understood thatAlgent and each Lender may conclusively
rely on each such certificate until formally advdey a like certificate of any changes therein).

10.1.5 Guaranty. A counterpart of the Guaranty etextby each Subsidiary of the Company.
10.1.6 Security Agreement. A counterpart of theufigcAgreement executed by the Company and eadlat€ml Subsidiary.

10.1.7 Pledge Agreements. (a) The Pledge Agreeexanuted by the Company and each Subsidiary thas ew equity interest in a
Subsidiary hereby required to be pledged to thenfdegether with all items required to be delivkne connection therewith and (b) a dep
account pledge agreement for each deposit accélithia Real Estate.

10.1.8 Control Agreements. Control Agreements wagpect to each deposit account and securitiesiatobthe Company and each
Collateral Subsidiary and Control Agreements imf@nd substance satisfactory to the Agent withaetsfp each deposit account of Lithia
Real Estate.

10.1.9 Opinion of Counsel. The opinion of Fostepps Tooze LLP, substantially in the form of Exhibi

10.1.10 Insurance. Evidence satisfactory to thenfgéthe existence of insurance required to bentaaied pursuant to Section 9.3(b),
together with evidence that the Agent has been daase lender's loss payee and an additional ingureall related insurance policies,
together with a collateral assignment of all bustnaterruption insurance policies maintained ley@ompany or any Subsidiary.

10.1.11 Payment of Fees. Evidence of payment bZtdmpany of all accrued and unpaid fees, costeapdnses to the extent then due and
payable on the Closing Date, together with all Aty Costs of the Agent to the extent invoiced mpiacthe Closing Date, plus such additic
amounts of Attorney Costs as shall constitute theriA's reasonable estimate of Attorney Costs irduor to be incurred by the Agent throl
the closing proceedings
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(provided that such estimate shall not thereafteclpde final settling of accounts between the Camypand the Agent).

10.1.12 Search Results; Lien Terminations. Cedifiepies of Uniform Commercial Code Requests féarimation or Copies, or a similar
search report certified by a party acceptable éofthent, dated a date reasonably near to the @ld3a@te, listing all effective financing
statements that name the Company and each Sulpqjdiater their present names and any previous famsadebtors and that are filed in the
jurisdictions in which filings are to be made puwastto the Collateral Documents (as well as ifuaisdictions in which, in the Agent

opinion, filings could have been made against tam@any and its Collateral Subsidiaries under amgigg of the Uniform Commercial Cor

in effect prior to July 1, 2001), together with ¢pies of such financing statements and (ii) auzkd copies of proper Uniform Commercial
Code Form UCC-3 termination statements (or, in fr@reof, written authorization sufficient undeicen 9-509(d)(1) of the UCC from each
secured party of record authorizing the Agentlodiuch termination statements), if any, neceswarglease all Liens and other rights of any
Person in any collateral described in the Colldt®oruments previously granted by any Person, dtier Liens permitted by Section 9.8.

10.1.13 Solvency Certificate. A solvency certifesagubstantially in the form of Exhibit F, executgdthe Chief Financial Officer of the
Company.

10.1.14 Closing Certificate. A certificate signgdabVice President of the Company dated as of thei@ Date, affirming the matters set
forth in
Section 10.2.1 as of the Closing Date.

10.1.15 Filings, Registrations and Recordings. Agent shall have received each document (inclutindorm Commercial Code financing
statements) required by the Collateral Documentsder law or reasonably requested by the Agebetfiled, registered or recorded in order
to create in favor of the Agent, for the benefitld Banks, a perfected Lien on the collateral dlesd therein, in proper form for filing,
registration or recording.

10.1.16 Borrowing Base Certificate. A Borrowing Ba3ertificate dated as of the Closing Date.

10.1.17 Documents. Copies, certified by the Segraththe Company, of the Toyota Facility and th® Bank Facility, and all amendments
each thereof.

10.1.18 Good Standing Certificates. Certificatesfie Company and each Loan Party from the SegrefeBtate of their respective states of
incorporation as to the good standing or valid texise of each such entity in such state, suctficatés to be dated within a reasonable p¢
prior to the Closing Date.

10.1.19 Certified Articles. Copies of the artictdsncorporation of the Company and each Loan Rartgach case certified by the Secretary
of State of the applicable state of incorporation.
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10.1.20 Other. Such other documents as the Ageamt ender may reasonably request.

10.2 Conditions. The obligation of each Lender tikeneach Loan and of the Issuing Lender to isscie keetter of Credit is subject to the
following further conditions precedent that:

10.2.1 Compliance with Warranties, No Default, &oth before and after giving effect to the makaigny Loan or the issuance of any
Letter of Credit, the following statements shallthes and correct:

(a) the representations and warranties of the Cagnpad each other Loan Party set forth in this Agrent and the other Loan Documents
shall be true and correct in all material respedtis the same effect as if then made (except teiient stated to relate to a specific earlier
date, in which case such representations and waesashall be true and correct as of such earéiez)d

(b) no Event of Default or Unmatured Event of Déffahall have then occurred and be continuing.

10.2.2 Confirmatory Certificate. If requested bg thgent or any Lender, the Agent shall have rece{ire sufficient counterparts to provide
one to each Lender) a certificate dated the daseidf requested Loan or Letter of Credit and sidned duly authorized representative of the
Company as to the matters set out in Section 1(itZbging understood that each request by the Gomfor the making of a Loan or for the
issuance of a Letter of Credit shall be deemeabtsiitute a warranty by the Company that the caomitprecedent set forth in Section 10.2.1
will be satisfied at the time of the making of sialan or the issuance of such Letter of Credigetber with such other documents as the
Agent or any Lender may reasonably request in suipipereof.

SECTION 11. EVENTS OF DEFAULT AND THEIR EFFECT.
11.1 Events of Default. Each of the following stahstitute an Event of Default under this Agreetnen

11.1.1 Non-Payment of the Loans, etc. Default epghyment when due of the principal of any Loaaror reimbursement obligation payable
by the Company hereunder; or default, and contiogainereof for three days, in the payment whenad@amy interest, fee or other amount
payable by the Company hereunder or under any btsear Document.

11.1.2 Non-Payment of Other Debt. Any default shatiur under the terms applicable to any Debt @fGbmpany or any Subsidiary in an
aggregate amount

(for all such Debt so affected) exceeding $5,00080d such default shall (a) consist of the faitorpay such Debt when due, whether by
acceleration or otherwise, or (b) accelerate theurity of such Debt or permit the holder or hold#rereof, or any trustee or agent for such
holder or holders, to cause such Debt to becomeaddgayable prior to its expressed maturity; grsuch Debt shall be required to be
prepaid or redeemed (other than by a regularlydudied prepayment or redemption), purchased or detkar an offer to prepay, redeem,
purchase or defease such Debt
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shall be required to be made, in each case prithretstated maturity thereof; or any default shetlur under any Floor Plan Financing
provided by any Lender or any Affiliate of a Lendeithe Company or any Subsidiary.

11.1.3 Other Material Obligations. Default in theyment when due, or in the performance or obseesafiany material obligation of, or
condition agreed to by, the Company or any Subsidigth respect to any material purchase or ledg®ods or services, or any agreement
with a Manufacturer, where such default, singlyrothe aggregate with all other such defaults, highsonably be expected to have a
Material Adverse Effect; or default in the performea or observance by the Company or any Subsidfeamy of its obligations under any
Dealer Franchise Agreement where such default meggonably be expected to have a Material AdVEffeet.

11.1.4 Bankruptcy, Insolvency, etc. The Compangror Subsidiary becomes insolvent or generally failsay, or admits in writing its
inability or refusal to pay, debts as they become; @r the Company or any Subsidiary applies fonsents to, or acquiesces in the
appointment of a trustee, receiver or other cuatotr the Company or such Subsidiary or any ptygbereof, or makes a general
assignment for the benefit of creditors; or, in difssence of such application, consent or acquiescartrustee, receiver or other custodian is
appointed for the Company or any Subsidiary olafsubstantial part of the property of any thereaf is not discharged within 60 days; or
any bankruptcy, reorganization, debt arrangemertther case or proceeding under any bankruptéysmtvency law, or any dissolution or
liquidation proceeding, is commenced in respe¢hefCompany or any Subsidiary, and if such caggareeding is not commenced by the
Company or such Subsidiary, it is consented tacquiesced in by the Company or such Subsidiargemains for 30 days undismissed; or
the Company or any Subsidiary takes any actiomtiocaize, or in furtherance of, any of the foregpin

11.1.5 Non-compliance with Loan Documents. (a)Utaiby the Company to comply with or to perform aonyenant set forth in Sections
9.1.5(a), 9.5 through 9.14, 9.19 through 9.21 a@8;%r (b) failure by the Company or any other é@arty to comply with or to perform any
other provision of this Agreement or any other L&otument (and not constituting an Event of Defanlier any other provision of this
Section 11) and continuance of such failure unctoed0 days.

11.1.6 Warranties. Any warranty made by the Compargny other Loan Party herein or any other Loanunent is breached or is false or
misleading in any material respect, or any schedgificate, financial statement, report, noticeother writing furnished by the Company
any other Loan Party to the Agent or any Lendeinnection herewith is false or misleading in argterial respect on the date as of which
the facts therein set forth are stated or certified

11.1.7 Pension Plans. (i) Institution of any stiepshe Company or any other Person to terminatersiBn Plan if as a result of such
termination the Company could be required to mag&erdribution to such Pension Plan, or could irecliability or obligation to such Pensi
Plan, in excess of $5,000,000;

(i) a contribution failure occurs with respectany Pension Plan sufficient to give rise to a Li@der Section 302(f) of ERISA,; or (iii) there
shall
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occur any withdrawal or partial withdrawal from aiMemployer Pension Plan and the withdrawal ligépijwithout unaccrued interest) to
Multiemployer Pension Plans as a result of suchdvawal (including any outstanding withdrawal ligthithat the Company and the
Controlled Group have incurred on the date of smithdrawal) exceeds $5,000,000.

11.1.8 Judgments. Final judgments that exceed gregate of $5,000,000 shall be rendered againsEonepany or any Subsidiary and shall
not have been paid, discharged or vacated or hecligrn thereof stayed pending appeal within 3Gadier entry or filing of such
judgments

11.1.9 Invalidity of Guaranty, etc. The Guarantglsbease to be in full force and effect with redpie any Subsidiary; or any Subsidiary (or
any Person by, through or on behalf of such Suéasijishall contest in any manner the validity, lmigdnature or enforceability of the
Guaranty with respect to such Subsidiary.

11.1.10 Invalidity of Collateral Documents, etc.yM@ollateral Document shall cease to be in fultéand effect; or the Company or any
Subsidiary (or any Person by, through or on betfalie Company or any Subsidiary) shall contestrim manner the validity, binding nature
or enforceability of any Collateral Document.

11.1.11 Invalidity of Subordination Provisions,.eAny subordination provision in any document atinment governing Subordinated Debt,
or any subordination provision in any guaranty hy 8ubsidiary of any Subordinated Debt, shall céadm in full force and effect, or the
Company or any other Person (including the holdemng applicable Subordinated Debt) shall contestriy manner the validity, binding
nature or enforceability of any such provision.

11.1.12 Change in Control. A Change in Control lsbedur.

11.2 Effect of Event of Default. If any Event of faalt described in

Section 11.1.4 shall occur, the Commitments (if/thave not theretofore terminated) shall immedyatetminate and the Loans and all other
obligations hereunder shall become immediatelyahukpayable and the Company shall become immegliaidibated to Cash Collateralize
all Letters of Credit, all without presentment, damd, protest or notice of any kind; and, if anyestBvent of Default shall occur and be
continuing, the Agent (upon written request of Rexjuired Lenders) shall declare the Commitmenth¢§ have not theretofore terminated)
to be terminated and/or declare all Loans andth#robligations hereunder to be due and payaliféademand that the Company
immediately Cash Collateralize all Letters of Ctedihereupon the Commitments (if they have notetofore terminated) shall immediately
terminate and/or all Loans and all other obligagibereunder shall become immediately due and payada/or the Company shall
immediately become obligated to Cash Collateraikzeetters of Credit, all without presentment, dard, protest or notice of any kind. The
Agent shall promptly advise the Company of any sietiaration, but failure to do so shall not impgh# effect of such declaration.
Notwithstanding the foregoing, the effect as anriEwd Default of any event described in Sectionl1llor Section 11.1.4 may be waived
the written concurrence of all of the Lenders, traleffect as an Event of Default of any other ¢described in this Section 11 may be
waived by the written concurrence of the Requiredders (except as provided in Section 13.1). Ash callateral delivered hereunder shall
be held by
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the Agent (without liability for interest thereocahd applied to reimbursement obligations undet#tters of Credit. After the expiration or
termination of the Letters of Credit, such cashatetal shall be applied by the Agent to any relimgimbligations hereunder and any excess
shall be delivered to the Company or as a coucbaipetent jurisdiction may direct.

SECTION 12. THE AGENT.

12.1 Appointment and Authorization. (a) Each Lerlukeby irrevocably (subject to Section 12.9) apfsidesignates and authorizes the
Agent to take such action on its behalf under tlo@ipions of this Agreement and each other Loanubment and to exercise such powers and
perform such duties as are expressly delegatddiothe terms of this Agreement or any other LBaxcument, together with such powers as
are reasonably incidental thereto. Notwithstanding provision to the contrary contained elsewherthis Agreement or in any other Loan
Document, the Agent shall not have any duty oroasibility except those expressly set forth hereor, shall the Agent have or be deeme
have any fiduciary relationship with any Lenderd ao implied covenants, functions, responsibilitiigties, obligations or liabilities shall be
read into this Agreement or any other Loan Docuroemitherwise exist against the Agent.

(b) The Issuing Lender shall act on behalf of teaders with respect to any Letters of Credit isdmed and the documents associated
therewith. The Issuing Lender shall have all oftieaefits and immunities (i) provided to the Agenthis Section 12 with respect to any acts
taken or omissions suffered by the Issuing Lendeonnection with Letters of Credit issued by ipooposed to be issued by it and the
applications and agreements for letters of cregtlitgining to such Letters of Credit as fully athié term "Agent”, as used in this Section 12,
included the Issuing Lender with respect to sudh acomissions and (ii) as additionally providadhis Agreement with respect to the
Issuing Lender.

12.2 Delegation of Duties. The Agent may executedrits duties under this Agreement or any otheath Document by or through agents,
employees or attorneys-fact and shall be entitled to advice of counselceoning all matters pertaining to such duties. Agent shall not b
responsible for the negligence or misconduct of aggnt or attorney-in-fact that it selects withs@sable care.

12.3 Liability of Agent. None of the Agent nor aofits directors, officers, employees or agentdlghae liable for any action taken or
omitted to be taken by any of them under or in eation with this Agreement or any other Loan Docotra the transactions contemplated
hereby (except for its own gross negligence orfwithisconduct), or (ii) be responsible in any manto any of the Lenders for any recital,
statement, representation or warranty made by tmepany or any Subsidiary or Affiliate of the Compaar any officer thereof, contained in
this Agreement or in any other Loan Document, aany certificate, report, statement or other doautmeferred to or provided for in, or
received by the Agent under or in connection wiitis Agreement or any other Loan Document, or tilality, effectiveness, genuineness,
enforceability or sufficiency of this Agreementany other Loan Document, or for any failure of @@mpany or any other party to any Loan
Document to perform its obligations hereunder erg¢nder. The Agent shall not be under any obbgett any Lender to ascertain or to
inquire as to the observance or performance ofdtlye agreements contained in, or
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conditions of, this Agreement or any other Loan loent, or to inspect the properties, books or ixof the Company or any of the
Company's Subsidiaries or Affiliates.

12.4 Reliance by Agent. The Agent shall be entitteckly, and shall be fully protected in relyingpon any writing, resolution, notice,
consent, certificate, affidavit, letter, telegrefagsimile, telex or telephone message, statemeunther document or conversation reasonably
believed by it to be genuine and correct and teehmeen signed, sent or made by the proper Perddarsons, and upon advice and staten
of legal counsel (including counsel to the Compamgependent accountants and other experts relslyselected by the Agent. The Agent
shall be fully justified in failing or refusing take any action under this Agreement or any otliemLDocument unless it shall first receive
such advice or concurrence of the Required Lenakeisdeems appropriate and, if it so requestdjroaation from the Lenders of their
obligation to indemnify the Agent against any alidiability and expense that may be incurred bigyitreason of taking or continuing to take
any such action. The Agent shall in all cases b fwotected in acting, or in refraining from aagi, under this Agreement or any other Loan
Document in accordance with a request or consetfieoRequired Lenders and such request and amnaaten or failure to act pursuant
thereto shall be binding upon all of the Lenders.

12.5 Notice of Default. The Agent shall not be dedrto have knowledge or notice of the occurrenangfEvent of Default or Unmatured
Event of Default except with respect to defaultth@ payment of principal, interest and fees reglito be paid to the Agent for the accour
the Lenders, unless the Agent shall have receivétew notice from a Lender or the Company refeytio this Agreement, describing such
Event of Default or Unmatured Event of Default atating that such notice is a "notice of defadltie Agent will notify the Lenders of its
receipt of any such notice. The Agent shall talehsaction with respect to such Event of Default/omatured Event of Default as may be
requested by the Required Lenders in accordanéeSeiction 11; provided that unless and until themdhas received any such request, the
Agent may (but shall not be obligated to) take saction, or refrain from taking such action, wigspect to such Event of Default or
Unmatured Event of Default as it shall deem ad\ésabin the best interest of the Lenders.

12.6 Credit Decision. Each Lender acknowledgesttimgent has not made any representation or wigrta it, and that no act by the Agent
hereafter taken, including any review of the affaif the Company and its Subsidiaries, shall benéeleto constitute any representation or
warranty by the Agent to any Lender. Each Lendgrasents to the Agent that it has, independentiyéthout reliance upon the Agent and
based on such documents and information as it éased appropriate, made its own appraisal of arestigation into the business,
prospects, operations, property, financial andratbadition and creditworthiness of the Company im&ubsidiaries, and made its own
decision to enter into this Agreement and to exieedit to the Company hereunder. Each Lenderrejs@sents that it will, independently
and without reliance upon the Agent and based oh documents and information as it shall deem gpjate at the time, continue to make
its own credit analysis, appraisals and decisiortaking or not taking action under this Agreenmamd the other Loan Documents, and to
make such investigations as it deems necessanyaioni itself as to the business, prospects, ommratiproperty, financial and other condition
and creditworthiness of the Company. Except forcest reports and other documents expressly hezqirired to be furnished to the Lenders
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by the Agent, the Agent shall not have any dutyesponsibility to provide any Lender with any ctagti other information concerning the
business, prospects, operations, property, finhaciather condition or creditworthiness of the Gmany that may come into the possession of
the Agent.

12.7 Indemnification. Whether or not the transaxtioontemplated hereby are consummated, the Lesldallsndemnify upon demand the
Agent and its directors, officers, employees anehég(to the extent not reimbursed by or on beatfalie Company and without limiting the
obligation of the Company to do so0), pro rata, frama against any and all Indemnified Liabilitiespyided that no Lender shall be liable for
any payment to any such Person of any portionefridemnified Liabilities resulting from such Parsogross negligence or willful
misconduct. Without limitation of the foregoing,cha_ender shall reimburse the Agent upon demanddaoatable share of any costs or out-
of-pocket expenses (including Attorney Costs) inediby the Agent in connection with the preparatmsrecution, delivery, administration,
modification, amendment or enforcement (whethesubh negotiations, legal proceedings or otherwa$edr legal advice in respect of rights
or responsibilities under, this Agreement, any otlean Document, or any document contemplated byferred to herein, to the extent that
the Agent is not reimbursed for such expenses lmndrehalf of the Company. The undertaking in 8gstion shall survive repayment of the
Loans, termination of the Commitments, cancellatbthe Notes, expiration or termination of thetkes of Credit, any foreclosure under, or
modification, release or discharge of, any or &the Collateral Documents, termination of this Agment and the resignation or replacement
of the Agent.

12.8 Agent in Individual Capacity. DCSNA and itsfifates may make loans to, issue letters of crigithe account of, acquire equity
interests in and generally engage in any kind airimss with the Company and its Subsidiaries affitlad¢s as though DCSNA were not the
Agent hereunder and without notice to or consethef_enders. The Lenders acknowledge that, putdéaauch activities, DCSNA or its
Affiliates may receive information regarding ther@uany or its Affiliates (including information thatay be subject to confidentiality
obligations in favor of the Company or such Affitaand acknowledge that the Agent shall be undeatitigation to provide such
information to them. With respect to their Loarfsafiy), DCSNA and its Affiliates shall have the sarnghts and powers under this
Agreement as any other Lender and may exercisgatime as though DCSNA were not the Agent, and thestd_ender" and "Lenders"
include DCSNA and its Affiliates, to the extent &pable, in their individual capacities.

12.9 Successor Agent. The Agent may resign as Ageort 30 days' notice to the Lenders. If the Agesigns under this Agreement, the
Required Lenders shall, with (so long as no Evémiefault exists) the consent of the Company (wtsbhll not be unreasonably withheld or
delayed), appoint from among the Lenders a succeggmt for the Lenders. If no successor agergpsiated prior to the effective date of
resignation of the Agent, the Agent may appoirteratonsulting with the Lenders and the Comparsuccessor agent from among the
Lenders. Upon the acceptance of its appointmestiesessor agent hereunder, such successor agkisuskaed to all the rights, powers and
duties of the retiring Agent and the term "Agerttak mean such successor agent, and the retirimp#sjappointment, powers and
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duties as Agent shall be terminated. After anyirgtiAgent's resignation hereunder as Agent, theipions of this Section 12 and Sections
13.6 and 13.13 shall inure to its benefit as to artjons taken or omitted to be taken by it whileas Agent under this Agreement. If no
successor agent has accepted appointment as Agtre Hate that is 30 days following a retiring Age notice of resignation, the retiring
Agent's resignation shall nevertheless thereuponrhe effective and the Lenders shall perform athefduties of the Agent hereunder until
such time, if any, as the Required Lenders apmosiccessor agent as provided for above.

12.10 Collateral Matters. The Lenders irrevocahitharize the Agent, at its option and in its disiore, (a) to release any Lien granted to or
held by the Agent under any Collateral Documenti@dn termination of the Commitments and paymeflirof all Loans and all other
obligations of the Company hereunder and the etipirar termination of all Letters of Credit; (fpnstituting property sold or to be sold or
disposed of as part of or in connection with argpdsition permitted hereunder; or (iii) subjecStection 13.1, if approved, authorized or
ratified in writing by the Required Lenders; or

(b) to subordinate its interest in any collatecahty holder of a Lien on such collateral thatésnpitted by clause (d) or (h) of Section 9.8.
Upon request by the Agent at any time, the Lenddt<onfirm in writing the Agent's authority to lease, or subordinate its interest in,
particular types or items of collateral pursuanthis Section 12.10.

12.11 Funding Reliance. (a) Unless the Agent rexsenotice from a Lender by noon, Detroit time, loe day of a proposed borrowing that
such Lender will not make available to the Agentarount equal to its Pro Rata Share of such bonmgwhe Agent may assume that such
Lender has made such amount available to the Agyehtin reliance upon such assumption, make agmoreling amount available to the
Company. If and to the extent such Lender has rmatensuch amount available to the Agent, such Leaagithe Company jointly and
severally agree to repay such amount to the Agethiith on demand, together with interest therabthe interest rate applicable to Loans
comprising such borrowing or, in the case of angdas that repays such amount within three Busibess, the Federal Funds Rate. Nothing
set forth in this clause (a) shall relieve any Lemaf any obligation it may have to make any Loarelinder.

(b) Unless the Agent receives notice from the Camgpaior to the due date for any payment hereutttdrthe Company does not intend to
make such payment, the Agent may assume that th&uty has made such payment and, in reliance umnassumption, make available
to each Lender its share of such payment. If arldd@xtent that the Company has not made anysayhent to the Agent, each Lender that
received a share of such payment shall repay sware gor the relevant portion thereof) to the Adenthwith on demand, together with
interest thereon at the Prime Rate (or, in the oas@y Lender that repays such amount within tidesiness Days, the Federal Funds Rate).
Nothing set forth in this clause (b) shall religlie Company of any obligation it may have to makg @ayment hereunde

SECTION 13. GENERAL.

13.1 Waiver; Amendments. No delay on the part efAlgent or any Lender in the exercise of any rigbtyer or remedy shall operate as a
waiver thereof, nor shall any single or
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partial exercise by any of them of any right, poweremedy preclude other or further exercise thiei@ the exercise of any other right,
power or remedy. No amendment, modification or wabf, or consent with respect to, any provisiothig Agreement or the Notes shall in
any event be effective unless the same shall bweitmg and signed and delivered by Lenders ha@ngggregate Pro Rata Share of not less
than the aggregate Pro Rata Share expressly desigmarein with respect thereto or, in the absefiseich designation as to any provision of
this Agreement or the Notes, by the Required Lesyderd then any such amendment, modification, waiveonsent shall be effective only
the specific instance and for the specific purgdosavhich given; provided,

(i) the Lenders authorize the Agent to act withéndiscretion (and without notice to or the consdrany Lender) to waive or forbear on
behalf of all Lenders any noncompliance by the Canyp(other than a waiver of, or forbearance wigpegt to, any Event of Default under
Section 11.1.4) with this Agreement (provided thatsuch waiver shall be for a period in excessOodi&ys) and

(i) Section 13.17 may be amended, modified or wdiwith the consent of DCSNA (and not with the emmof any other Lender). No
amendment, modification, waiver or consent shalngfe the Pro Rata Share of any Lender withoutdhsent of such Lender. No
amendment, modification, waiver or consent shalh@rease the Revolving Commitment Amount, (iijjexd the date for payment of any
principal of or interest on the Loans or any feaggble hereunder, (iii) reduce the principal amairgny Loan, the rate of interest thereon or
any fees payable hereunder, (iv) release the Giyaoamll or substantially all of the collaterabgted under the Collateral Documents or (v)
reduce the aggregate Pro Rata Share requiredetct effi amendment, modification, waiver or consatitout, in each case, the consent of all
Lenders. No provision of

Section 12 or other provision of this Agreemeneetiihg the Agent in its capacity as such shallrneraded, modified or waived without the
consent of the Agent. No provision of this Agreetrmetating to the rights or duties of the Issuirender in its capacity as such shall be
amended, modified or waived without the conserheflssuing Lender.

13.2 Confirmations. The Company and each holderbte agree from time to time, upon written retjueseived by it from the other, to
confirm to the other in writing (with a copy of éasuch confirmation to the Agent) the aggregateaithprincipal amount of the Loans then
outstanding under such Note.

13.3 Notices. Except as otherwise provided in $aci2, all notices hereunder shall be in writimglding facsimile transmission) and shall
be sent to the applicable party at its address stfmwSchedule 13.3 or at such other address agsughmay, by written notice received by
the other parties, have designated as its addvessiéh purpose. Notices sent by facsimile trarsomisshall be deemed to have been given
when sent and mechanical confirmation of successfobmission has been received; notices sent yshal be deemed to have been given
three Business Days after the date when sent listeegd or certified mail, postage prepaid; andcestsent by hand delivery or overnight
courier service shall be deemed to have been giwwm received. For purposes of Section 2.2, thenAgfeall be entitled to rely on telepho
instructions from any person that the Agent in gtath believes is an authorized officer or emplowé the Company, and the Company s
hold the Agent and each other Lender harmless &oyrloss, cost or expense resulting from any selfrnce.
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13.4 Computations. Where the character or amouahpfasset or liability or item of income or expeisrequired to be determined, or any
consolidation or other accounting computation ¢gureed to be made, for the purpose of this Agrednsrth determination or calculation
shall, to the extent applicable and except as wtiserspecified in this Agreement, be made in acacd with GAAP, consistently applied;
provided that if the Company notifies the Agent tiee Company wishes to amend any covenant in@e8tto eliminate or to take into
account the effect of any change in GAAP on theatpen of such covenant (or if the Agent notifibe Company that the Required Lenders
wish to amend

Section 9 for such purpose), then the Company'ptiante with such covenant shall be determinecherbasis of GAAP in effect
immediately before the relevant change in GAAP bhexaffective, until either such notice is withdraamsuch covenant is amended in a
manner satisfactory to the Company and the Requieeders.

13.5 Regulation U. Each Lender represents thatgbod faith is not relying, either directly or irettly, upon any Margin Stock as collateral
security for the extension or maintenance by armf credit provided for in this Agreement.

13.6 Costs, Expenses and Taxes. The Company dgrpag on demand all out-plecket costs and expenses of the Agent (includitgridey
Costs) in connection with the preparation, execytsyndication, delivery and administration of tAgreement, the other Loan Documents
and all other documents provided for herein oneeéd or to be delivered hereunder or in connedtanewith (including any amendment,
supplement or waiver to any Loan Document), anduatiof-pocket costs and expenses (including Aggr@osts) incurred by the Agent and
each Lender after an Event of Default in connectith the enforcement of this Agreement, the ottwan Documents or any such other
documents. In addition, the Company agrees togay to save the Agent and the Lenders harmlessdhdmability for, (a) any stamp or
other taxes (excluding income taxes and franchisestbased on net income) that may be payablenimection with the execution and
delivery of this Agreement, the borrowings hereunttee issuance of the Notes or the execution afidety of any other Loan Document or
any other document provided for herein or delivasetb be delivered hereunder or in connectionwuitheand (b) any fees of the Company's
auditors in connection with any reasonable exefaysthe Agent and the Lenders of their rights pansdo Section 9.2. All obligations
provided for in this Section 13.6 shall surviveagment of the Loans, cancellation of the Notesjrakipn or termination of the Letters of
Credit and termination of this Agreement.

13.7 Subsidiary References. The provisions ofAlgiseement relating to Subsidiaries shall apply ahlying such times as the Company has
one or more Subsidiaries.

13.8 Captions. Section captions used in this Agezerare for convenience only and shall not affeetdonstruction of this Agreement.
13.9 Assignments; Participations.

13.9.1 Assignments. Any Lender may, with the pwoitten consents of the Issuing Lender and the Aged (so long as no Event of Default
exists) the Company (which consents shall not beasonably delayed or withheld and, in any evérall 10t be required for an
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assignment by a Lender to one of its Affiliatesaany other Lender), at any time assign and deteilgeone or more commercial banks or
other Persons (any Person to whom such an assigmmeémelegation is to be made being herein callethssignee") all or any fraction of
such Lender's Loans and Commitment (which assigharahdelegation shall be of a constant, and matgng, percentage of all the
assigning Lender's Loans and Commitment) in a mininaggregate amount equal to the lesser of (iatheunt of the assigning Lender's Pro
Rata Share of the Revolving Commitment Amount aifé10,000,000; provided that (a) no assignmert @elegation may be made to any
Person if, at the time of such assignment and déteg the Company would be obligated to pay amatar amount under Section 7.6 to the
Assignee than the Company is then obligated tapdye assigning Lender under such Section (aadyifassignment is made in violation of
the foregoing, the Company will not be requiregh&y the incremental amounts) and (b) the CompadytfaAgent shall be entitled to
continue to deal solely and directly with such Lenih connection with the interests so assigneddaheated to an Assignee until the date
when all of the following conditions shall have heret:

(x) five Business Days (or such lesser periodroktas the Agent and the assigning Lender shaleaghall have passed after written notic
such assignment and delegation, together with paymstructions, addresses and related informatidm respect to such Assignee, shall
have been given to the Company and the Agent by assigning Lender and the Assignee,

(y) the assigning Lender and the Assignee shak lexecuted and delivered to the Company and thet/sgeassignment agreement
substantially in the form of Exhibit G (an "Assigant Agreement”), together with any documents reglio be delivered thereunder, which
Assignment Agreement shall have been acceptedegdlent, and

(z) except in the case of an assignment by a Letodamne of its Affiliates, the assigning Lendertloe Assignee shall have paid the Agent a
processing fee of $3,500.

From and after the date on which the conditionsrilesd above have been met, (A) such Assignee Baaleemed automatically to have
become a party hereto and, to the extent thatsrigihtl obligations hereunder have been assignededaglated to such Assignee pursuant to
such Assignment Agreement, shall have the rightisodatigations of a Lender hereunder and (B) thegassy Lender, to the extent that rights
and obligations hereunder have been assigned daghadied by it pursuant to such Assignment Agreensdratll be released from its
obligations hereunder. Within five Business Dayeraéffectiveness of any assignment and delegatienCompany shall execute and deliver
to the Agent (for delivery to the Assignee) a neaté\N(unless the Assignee was already a holdeNaita immediately prior to such
effectiveness). Each such Note shall be datedftbetie date of such assignment. Accrued inteveshat part of the predecessor Note being
assigned shall be paid as provided in the Assighigreement. Accrued interest and fees on thatgfarte predecessor Note not being
assigned shall be paid to the assigning Lendenugcktinterest and accrued fees shall be paid ataime time or times provided in the
predecessor Note and in this Agreement. Any attechassignment and delegation not made in accordegitit¢his Section 13.9.1 shall be
null and void.
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Notwithstanding the foregoing provisions of thicen 13.9.1 or any other provision of this Agreemany Lender may at any time ass
all or any portion of its Loans and its Note toedEral Reserve Bank (but no such assignment gtadlse any Lender from any of its
obligations hereunder).

13.9.2 Participations. Any Lender may at any tirkt® one or more commercial banks or other Pergamticipating interests in any Loan
owing to such Lender, the Note held by such Lenitier Commitment of such Lender or any other intesésuch Lender hereunder (any
Person purchasing any such participating intereisigoherein called a "Participant"). In the evefrh sale by a Lender of a participating
interest to a Participant, (x) such Lender shatlai the holder of its Note for all purposes ostAgreement, (y) the Company and the Agent
shall continue to deal solely and directly withlsliender in connection with such Lender's rightd abligations hereunder and (z) all
amounts payable by the Company shall be deternaséidsuch Lender had not sold such participatimh shall be paid directly to such
Lender. No Participant shall have any direct oirgt voting rights hereunder except with respeary of the events described in the fourth
sentence of Section

13.1. Each Lender agrees to incorporate the remeinés of the preceding sentence into each participagreement that such Lender enters
into with any Participant. The Company agrees iftehounts outstanding under this Agreement and\iies are due and payable (as a
of acceleration or otherwise), each Participantl figadeemed to have the right of setoff in respddts participating interest in amounts
owing under this Agreement and any Note to the saxtent as if the amount of its participating iettrwere owing directly to it as a Lender
under this Agreement or such Note; provided thahsight of setoff shall be subject to the obligatof each Participant to share with the
Lenders, and the Lenders agree to share with eatitiPant, as provided in

Section 7.5. The Company also agrees that eacitipant shall be entitled to the benefits of Satfio6 as if it were a Lender (provided that
no Participant shall receive any greater compemsatiirsuant to Section 7.6 than would have beahtpahe participating Lender if no
participation had been sold).

13.10 Governing Law. This Agreement and each Nioédl e a contract made under and governed byathe of the State of Michigan
applicable to contracts made and to be performéenwithin such State. Whenever possible eadvigion of this Agreement shall be
interpreted in such manner as to be effective afid wnder applicable law, but if any provisiontbis Agreement shall be prohibited by or
invalid under applicable law, such provision shwlineffective to the extent of such prohibitioniroralidity, without invalidating the
remainder of such provision or the remaining priavis of this Agreement. All obligations of the Coamy and rights of the Agent and the
Lenders expressed herein or in any other Loan Deatishall be in addition to and not in limitatioihtleose provided by applicable law.

13.11 Counterparts. This Agreement may be exedntady number of counterparts and by the diffeparties hereto on separate
counterparts and each such counterpart shall breetbto be an original, but all such counterpartsl $bgether constitute but one and the
same Agreement.

13.12 Successors and Assigns. This Agreementisddlinding upon the Company, the Lenders and thenAgnd their respective successors
and assigns, and shall inure to the benefit
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of the Company, the Lenders and the Agent andubeessors and assigns of the Lenders and the Agent.

13.13 Indemnification by the Company. In considerabf the execution and delivery of this Agreemienthe Agent and the Lenders and the
agreement to extend the Commitments provided hderuthe Company hereby agrees to indemnify, ex@end hold the Agent, each
Lender and each of the officers, directors, empeydffiliates and agents of the Agent and eachdeefjeach a "Lender Party") free and
harmless from and against any and all actions,esaoBaction, suits, losses, liabilities, damagesexpenses, including Attorney Costs
(collectively, the "Indemnified Liabilities"), incted by the Lender Parties or any of them as dtre§wor arising out of, or relating to (i) any
tender offer, merger, purchase of stock, purchfsssets or other similar transaction financedroppsed to be financed in whole or in part,
directly or indirectly, with the proceeds of anytbé Loans, (ii) the use, handling, release, emsslischarge, transportation, storage,
treatment or disposal of any hazardous substaremeygtroperty owned or leased by the Company oriSamsidiary, (iii) any violation of any
Environmental Laws with respect to conditions at property owned or leased by the Company or arsigliary or the operations conduc
thereon, (iv) the investigation, cleanup or remedimof offsite locations at which the Company oy &ubsidiary or their respective
predecessors are alleged to have directly or iot§reisposed of hazardous substances or (v) teeution, delivery, performance or
enforcement of this Agreement or any other Loanubment by any of the Lender Parties, except foramh Indemnified Liabilities arising

on account of the applicable Lender Party's greggigience or willful misconduct. If and to the extt¢hat the foregoing undertaking may be
unenforceable for any reason, the Company hereteeago make the maximum contribution to the payraed satisfaction of each of the
Indemnified Liabilities which is permissible undmsplicable law. All obligations provided for in ghSection 13.13 shall survive repayment of
the Loans, cancellation of the Notes, expiratioteomination of the Letters of Credit, any foreclmsunder, or any modification, release or
discharge of, any or all of the Collateral Docunseamid termination of this Agreement.

13.14 Nonliability of Lenders. The relationshipween the Company on the one hand and the Lendérhargent on the other hand shall
be solely that of borrower and lender. NeitherAlgent nor any Lender shall have any fiduciary resaility to the Company. Neither the
Agent nor any Lender undertakes any responsitidithhe Company to review or inform the Companyrof matter in connection with any
phase of the Company's business or operationsCohgany agrees that neither the Agent nor any Lresttal have liability to the Company
(whether sounding in tort, contract or otherwis®)lbsses suffered by the Company in connectioh,vaitising out of, or in any way related to
the transactions contemplated and the relatiorestigiblished by the Loan Documents, or any act,giarior event occurring in connection
therewith, unless it is determined in a final nq@pe@alable judgment by a court of competent jurtsaticthat such losses resulted from the
gross negligence or willful misconduct of the pdrym which recovery is sought. Neither the Ageot any Lender shall have any liability
with respect to, and the Company hereby waivesasgls and agrees not to sue for, any specialeadir consequential damages suffered by
the Company in connection with, arising out ofijroany way related to the Loan Documents or thestations contemplated thereby.
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13.15 Forum Selection and Consent to Jurisdicéid LITIGATION BASED

HEREON, OR ARISING OUT OF, UNDER, OR IN CONNECTIONITH THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT,
SHALL BE BROUGHT AND MAINTAINED EXCLUSIVELY IN THE COURTS OF THE STATE OF MICHIGAN OR IN THE UNITED
STATES DISTRICT COURT FOR THE EASTERN DISTRICT OAGHIGAN; PROVIDED THAT ANY SUIT SEEKING
ENFORCEMENT AGAINST ANY COLLATERAL OR OTHER PROPERTMAY BE BROUGHT, AT THE AGENT'S OPTION, IN THE
COURTS OF ANY JURISDICTION WHERE SUCH COLLATERAL OABTHER PROPERTY MAY BE FOUND. THE COMPANY
HEREBY EXPRESSLY AND IRREVOCABLY SUBMITS TO THE JUBDICTION OF THE COURTS OF THE STATE OF MICHIGAN
AND OF THE UNITED STATES DISTRICT COURT FOR THE EASRN DISTRICT OF MICHIGAN FOR THE PURPOSE OF ANY
SUCH LITIGATION AS SET FORTH ABOVE. THE COMPANY FURHER IRREVOCABLY CONSENTS TO THE SERVICE OF
PROCESS BY REGISTERED MAIL, POSTAGE PREPAID, OR BERSONAL SERVICE WITHIN OR WITHOUT THE STATE OF
MICHIGAN. THE COMPANY HEREBY EXPRESSLY AND IRREVOCBLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
LAW, ANY OBJECTION IT MAY NOW OR HEREAFTER HAVE TO'HE LAYING OF VENUE OF ANY SUCH LITIGATION
BROUGHT IN ANY SUCH COURT REFERRED TO ABOVE AND ANELAIM THAT ANY SUCH LITIGATION HAS BEEN
BROUGHT IN AN INCONVENIENT FORUM.

13.16 Waiver of Jury Trial. EACH OF THE COMPANY, BHAGENT AND EACH LENDER HEREBY WAIVES ANY RIGHT TQA
TRIAL BY JURY IN ANY ACTION OR PROCEEDING TO ENFORE OR DEFEND ANY RIGHTS UNDER THIS AGREEMENT, ANY
NOTE, ANY OTHER LOAN DOCUMENT AND ANY AMENDMENT, INSTRUMENT, DOCUMENT OR AGREEMENT DELIVEREI
OR WHICH MAY IN THE FUTURE BE DELIVERED IN CONNECTON HEREWITH OR THEREWITH OR ARISING FROM ANY
LENDING RELATIONSHIP EXISTING IN CONNECTION WITH AN OF THE FOREGOING, AND AGREES THAT ANY SUCH
ACTION OR PROCEEDING SHALL BE TRIED BEFORE A COURAND NOT BEFORE A JURY.

13.17 DCSNA Right of First Refusal on Floor Plandticing. No Automobile Dealership shall obtain &bhgor Plan Financing from any
Person other than DCSNA (other than Floor Planrkimgs permitted under Section 9.7(i)) unless amtd i shall have requested in writing
that DCSNA provide such Floor Plan Financing omterconsistent with the terms of the Floor Plan Raireg at the time provided by DCSI
to the Company and the other Automobile Dealershigbprovided a reasonable opportunity to DCSNArtwvide such financing and
DCSNA shall have declined to provide the same.fewposes hereof, DCSNA will be deemed to have dedlto provide any Floor Plan
Financing requested by an Automobile Dealershigriting if it shall have failed to respond to susbtomobile Dealership within ten
Business Days of receiving such written requedDGSNA declines to provide any such requested ARl@n Financing, the Automobile
Dealership that requested the same may then cfitamrequested Floor Plan Financing from anothesdpe
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13.18 Confidentiality. Each Lender agrees to takel to cause its Affiliates to take, normal andoe@ble precautions and exercise due care
to maintain the confidentiality of all non-publicformation provided to it by the Company or any Sdiary, or by the Agent on the
Company's or any Subsidiary's behalf, under thiseAgent or any other Loan Document, and neithdr keader nor any of its Affiliates
shall use any such information other than in cotioeavith or in enforcement of this Agreement ahd bther Loan Documents or in
connection with other business now or hereaftestewj or contemplated with the Company or any Sliagy, except to the extent such
information was or becomes generally availabld&ogublic other than as a result of disclosureumhd ender or was or becomes availabl

a non-confidential basis from a source other thenGompany (provided that such source is not bewyral confidentiality agreement with the
Company or any Subsidiary known to such Lendenyipled, however, that any Lender may disclose #ufcmation (A) at the request or
pursuant to any requirement of any governmentdiaity to which such Lender is subject or in cortimtwith an examination of such
Lender by any such authority, (B) pursuant to semaoor other court process, when required to do aocordance with the provisions of ¢
applicable requirement of law, (C) to the extemtsmnably required in connection with any litigatmmproceeding to which the Agent or any
Lender or any of their respective Affiliates maygeaty, (D) to the extent reasonably required inngztion with the exercise of any remedy
hereunder or under any other Loan Document, (Buth Lender's independent auditors and other wiofesl advisors, (F) to any participant
or assignee, actual or potential, provided thah $2erson agrees in writing to keep such informatmmfidential to the same extent requiret
the Lenders hereunder, (G) as to any Lender étfitate, as expressly permitted under the terrhary other document or agreement
regarding confidentiality to which the Company ay &ubsidiary is party or is deemed party with sliehder or such Affiliate, (H) to its
Affiliates and (1) any nationally recognized ratiagency that requires access to information ahatht Eender's investment portfolio in
connection with ratings issued to such Lender.

Delivered at Detroit, Michigan as of the day andryfrst above written.
LITHIA MOTORS, INC.

By
Title

DAIMLERCHRYSLER SERVICES NORTH
AMERICA LLC, as Agent, Issuing Lender and as a
Lender

By
Title




SCHEDULE 2.1

LENDERS AND PRO RATA SHARES

Pro Rata Share

of Revolving
Lender Commitment Amount Pro Rata Shar
DAIMLERCHRYSLER SERVICES NORTH AMERICA LLC $200,000,000 100%

TOTALS $200,000,000 100%



SCHEDULE 13.3
ADDRESSES FOR NOTICES
LITHIA MOTORS, INC.

360 East Jackson Street
Medford, Oregon 97501
Attention:

Telephone No.:
Facsimile No.:

Copies to: Jeffrey B. DeBoer
Larissa McAlister

Lithia Motors, Inc.

360 East Jackson Street
Medford, Oregon 97501
Telephone No.: 541-776-6868
Facsimile No.: 541-776-6869

DAIMLERCHRYSLER SERVICES NORTH AMERICA LLC, as Agen tand a Lender
Notices of Borrowing and Requests for Letter of Crdit Issuance

27777 Inkster Road

Farmington Hills, Michigan 48334-5362
CIMS 405-23-05

Attention: Michele Nowak

Telephone: (248) 427-6524

Facsimile: (248) 427-6550

All Other Notices

27777 Inkster Road

Farmington Hills, Michigan 48334-5362
CIMS 405-23-05

Attention: Michele Nowak

Telephone: (248) 427-6524

Facsimile: (248) 427-6550



EXHIBIT A

FORM OF
NOTE

, 200_
Detroit, Michigan

The undersigned, for value received, promises ya@ahe order of (the "Lender"}hatprincipal office of
DAIMLERCHRYSLER SERVICES NORTH AMERICA LLC (the "Aent") in Farmington Hills, Michigan, the aggregatgaid amount of
all Loans made to the undersigned by the Lendesyaunt to the Credit Agreement referred to belowsfesvn on the schedule attached he
(and any continuation thereof) or in the recordthefLender), such principal amount to be payahléhe dates set forth in the Credit
Agreement.

The undersigned further promises to pay interesherunpaid principal amount of each Loan fromdhag= of such Loan until such Loan is
paid in full, payable at the rate(s) and at thes{ish set forth in the Credit Agreement. Paymentsotf principal and interest are to be made in
lawful money of the United States of America.

This Note evidences indebtedness incurred unddrisasubject to the terms and provisions of, thed@rAgreement, dated as of February __,
2003 (as amended or otherwise modified from timtnte, the "Credit Agreement"; capitalized terms oitnerwise defined herein are used
herein as defined in the Credit Agreement), ambegindersigned, certain financial institutions l{iding the Lender) and the Agent, to
which Credit Agreement reference is hereby made fetatement of the terms and provisions undertwihis Note may or must be paid prior
to its due date or its due date accelerated.

This Note is made under and governed by the lawleoState of Michigan applicable to contracts meauie to be performed entirely within
such State.

LITHIA MOTORS, INC.

By:
Title:
Schedule attached to Note dated , 200LITHIA MOTORS, INC. payable to the order of
Date and Date and Unpaid
Amount of Amount of Maturity Principal Notation

Loan Repayment Date Balance Made by



EXHIBIT |

FORM OF
L/C APPLICATION

TO: DAIMLERCHRYSLER SERVICES NORTH AMERICA LLC
27777 Inkster Road

Farmington Hills, Michigan 48334-5362

CIMS 405-23-05

Attention: Michele Nowak

Telephone: (248) 427-6524

Facsimile: (248) 427-6550

Ladies and Gentlemen:

We hereby request DaimlerChrysler Services NortreAoa LLC, as Issuing Lender under the Credit Agreet referred to below, to
establish a Letter of Credit (the "Credit") for aacount as follows:

BENEFICIARY:
APPLICANT:
AMOUNT:
EXPIRY DATE:
AVAILABLE BY SIGHT DRAFTS TO BE ACCOMPANIED BY:
SPECIAL INSTRUCTIONS:
PURPOSE OF CREDIT:

The Credit is subject to the terms and provisidith® Credit Agreement, dated as of February _033@s amended or otherwise modified
from time to time, the "Credit Agreement"; capitall terms not otherwise defined herein are useslrhas defined in the Credit Agreement),
among the undersigned, certain financial instingiand the Issuing Lender, to which Credit Agreemefierence is hereby made for a
statement of the terms and provisions regardingsience of Letters of Credit and the reimbursembligations arising in connection
therewith.

The undersigned hereby confirms that, both befodeadter giving effect to the issuance of the Ciddi the representations and warrantie
the undersigned and each Subsidiary set fortherCitedit Agreement and the other Loan Documentfrageand correct in all material
respects with the same effect as if made on theeltaeof (except to the extent such representatiodsvarranties relate to a specific earlier
date) and (b) no Event of Default or Unmatured Ewémefault has occurred or is continuing.

Dated this day of ,200__. LITH IA MOTORS, INC.

Its:




EXHIBIT 10.14

AMENDED AND RESTATED
LOAN AGREEMENT

DATED AS OF: DECEMBER 28, 2001

PARTIES: LITHIA FINANCIAL CORPORATION ("LFC")
LITHIA MOTORS, INC. ("LMI™)
LITHIA SALMIR, INC. ("'LsI")
LITHIA AIRCRAFT, INC. ("LAI")

AND: U.S. BANK NATIONAL ASSOCIATION ("LENDER")

ARTICLE |
DEFINITIONS AND INTERPRETIVE PR OVISIONS

1.1 DEFINITIONS.

AS USED IN THIS AGREEMENT, THE FOLLOWING TERMS SHAL L HAVE THE FOLLOWING
MEANINGS:

"ACCESS LAWS" MEANS THE AMERICANS WITH DISABILITIESACT OF 1990; THE FAIR HOUSING AMENDMENTS ACT OF
1988; ALL OTHER FEDERAL, STATE AND LOCAL LAWS OR OBINANCES RELATED TO DISABLED ACCESS; AND ALL
STATUTES, RULES, REGULATIONS, ORDINANCES, ORDERS G®OVERNMENTAL BODIES AND REGULATORY AGENCIES
AND ORDERS AND DECREES OF ANY COURT ADOPTED, ENACDEOR ISSUED WITH RESPECT THERETO; ALL AS NOW
EXISTING OR HEREAFTER AMENDED OR ADOPTED.

"CAPITAL EXPENDITURES" MEANS, FOR ANY PERIOD, FORMY PERSON, THE AGGREGATE OF ALL EXPENDITURES
(OTHER THAN IN CONNECTION WITH PERMITTED ACQUISITI®IS), WHETHER PAID IN CASH OR ACCRUED AS
LIABILITIES, INCLUDING CAPITALIZED LEASE OBLIGATIONS, BY SUCH PERSON DURING SUCH PERIOD THAT, IN
CONFORMITY WITH GAAP, ARE REQUIRED TO BE INCLUDEDN OR REFLECTED BY THE PROPERTY, PLANT, EQUIPMENT
OR SIMILAR FIXED ASSET ACCOUNTS REFLECTED IN THE BAANCE SHEET OF SUCH PERSON.

"CAPITALIZED LEASE" OF A PERSON MEANS ANY LEASE OPROPERTY BY SUCH PERSON AS LESSEE WHICH WOULD BE
CAPITALIZED ON A BALANCE SHEET OF SUCH PERSON PRERED IN ACCORDANCE WITH GAAP.

"COLLATERAL" MEANS THE LFC COLLATERAL.
"DEFAULT" MEANS ANY EVENT OF DEFAULT OR ANY EVENT W HICH WITH THE GIVING OF
NOTICE OR THE PASSAGE OF TIME, OR BOTH, WOULD CONST ITUTE AN EVENT OF DEFAULT.
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"EBITDA" MEANS, FOR ANY PERIOD, FOR ANY PERSON, THE SUM OF THE AMOUNTS FOR
SUCH PERIOD, WITHOUT DUPLICATION, OF:
(i) NET INCOME,

PLUS (ii) INTEREST EXPENSE,

PLUS (iii) CHARGES AGAINST INCOME FOR FOREIGN, FED ERAL, STATE AND
LOCAL TAXES, TO THE EXTENT DEDUCTED IN COMPUTING NET
INCOME,

PLUS (iv) DEPRECIATION EXPENSE, TO THE EXTENT DED UCTED IN
COMPUTING NET INCOME,

PLUS (v) AMORTIZATION EXPENSE, INCLUDING, WITHOU T LIMITATION,
AMORTIZATION OF GOODWILL, OTHER INTANGI BLE ASSETS AND
COSTS ASSOCIATED WITH ANY PERMITTED ACQ UISITION, TO THE
EXTENT DEDUCTED IN COMPUTING NET INCOME

PLUS (vi) OTHER NON-CASH CHARGES CLASSIFIED AS LO NG-TERM DEFERRALS
IN ACCORDANCE WITH GAAP WHICH HAVE BEEN INCLUDED IN THE
DETERMINATION OF NET INCOME,

MINUS (vii) ALL EXTRAORDINARY GAINS (AND ANY NONREC URRING UNUSUAL
GAINS ARISING IN OR OUTSIDE OF THE ORDINARY COURSEF
BUSINESS NOT INCLUDED IN EXTRAORDINARY GAINS DETERMNED
IN ACCORDANCE WITH GAAP WHICH HAVE BEEN INCLUDED INTHE
DETERMINATION OF NET INCOME).

EBITDA SHALL BE CALCULATED FOR ANY PERIOD BY INCLUONG THE ACTUAL AMOUNT FOR THE APPLICABLE PERIOD
ENDING ON SUCH DAY, INCLUDING THE EBITDA ATTRIBUTABLE TO PERMITTED ACQUISITIONS OCCURRING DURING
SUCH PERIOD ON A PRO FORMA BASIS FOR THE PERIOD AROHE FIRST DAY OF THE APPLICABLE PERIOD THROUGH
THE DATE OF THE CLOSING OF EACH PERMITTED ACQUISIDN, UTILIZING (a) WHERE AVAILABLE, HISTORICAL
AUDITED AND/OR REVIEWED UNAUDITED FINANCIAL STATEMENTS OBTAINED FROM THE SELLER, BROKEN DOWN BY
FISCAL QUARTER IN LMI'S REASONABLE JUDGMENT OR (AN LENDER'S DISCRETION, UNAUDITED FINANCIAL
STATEMENTS (WHERE NO AUDITED OR REVIEWED FINANCIAISTATEMENTS ARE AVAILABLE) REVIEWED INTERNALLY
BY THE BORROWER, BROKEN DOWN IN THE BORROWER'S RE@SIABLE JUDGMENT.

"EBITDAR" MEANS, FOR ANY PERIOD, FOR ANY PERSON, TH E SUM OF THE AMOUNTS
FOR SUCH PERIOD, WITHOUT DUPLICATION, OF (i) EBITDA AND (ii) RENTALS.

"ENVIRONMENTAL LAWS" MEANS ALL LOCAL, STATE OR FEDERAL LAWS, RULES, REGULATIONS, OR ORDINANCES
PERTAINING TO HAZARDOUS SUBSTANCES AND ENVIRONMENTAREGULATION, CONTAMINATION OR CLEAN-UP
INCLUDING, WITHOUT LIMITATION, THE FEDERAL STATUTESCOMMONLY KNOWN AS CERCLA AND RCRA AND ALL
OTHER FEDERAL OR STATE LIEN OR ENVIRONMENTAL CLEANJP STATUTES, ALL AS NOW EXISTING OR HEREAFTER
AMENDED OR ADOPTED.
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"FINANCIAL STATEMENTS" MEANS a) FOR ANY PERSON WHIB IS A CORPORATION OR OTHER ENTITY, THAT PERSON'S
BALANCE SHEET AND RELATED STATEMENTS OF INCOME, REAINED EARNINGS AND CASH FLOWS, PREPARED IN
ACCORDANCE WITH GAAP, AND b) FOR ANY INDIVIDUAL, THAT PERSON'S PERSONAL FINANCIAL STATEMENT IN A
FORM ACCEPTABLE TO LENDER.

"FIXED CHARGE COVERAGE RATIO" MEANS, FOR ANY PERSQNOR ANY TIME PERIOD, THE RATIO FOR SUCH TIME
PERIOD OF (a) EBITDAR LESS CAPITAL EXPENDITURES FORANGIBLE OR INTANGIBLE PERSONAL PROPERTY PAID IN
CASH ("MAINTENANCE CAPITAL EXPENDITURES") TO (b) i INTEREST EXPENSE PLUS (ii) SCHEDULED AMORTIZATIORF
THE PRINCIPAL PORTION OF INDEBTEDNESS FOR MONEY BE&RWED EXCEPT, WITH RESPECT TO LMI, FOR SELLER'S
NOTES, PLUS (jiii) RENTALS, PLUS (iv) TAXES PAID IKCASH DURING SUCH PERIOC

"GAAP" MEANS GENERALLY ACCEPTED ACCOUNTING PRINCIPL ES CONSISTENTLY
APPLIED.

"GUARANTOR" MEANS EITHER OR BOTH OF (a) LMI IN IT®£APACITY AS GUARANTOR OF THE OBLIGATIONS OF LFC AND
LAl TO LENDER, AND (b) LFC IN ITS CAPACITY AS GUARANTOR OF THE OBLIGATIONS OF LMI AND LSI TO LENDER.

"GUARANTY" MEANS EACH GUARANTY OF ANY OBLIGATIONS CF LMI, LSI, LFC, OR LAI TO LENDER HERETOFORE,
CONTEMPORANEOUSLY HEREWITH OR HEREAFTER EXECUTED BZUARANTOR OR ANY OTHER PERSON.

"HAZARDOUS SUBSTANCES" MEANS (a) ANY SUBSTANCE ORATERIAL DEFINED OR DESIGNATED AS HAZARDOUS OR
TOXIC WASTE, HAZARDOUS OR TOXIC MATERIAL, OR A HAZRDOUS, TOXIC OR RADIOACTIVE SUBSTANCE (OR
DESIGNATED BY ANY SIMILAR TERM) BY OR FOR PURPOSESF ANY APPLICABLE ENVIRONMENTAL LAW; (b) ASBESTOS
AND ANY SUBSTANCE OR COMPOUND CONTAINING ASBESTO®ND (c) ANY OTHER HAZARDOUS, TOXIC OR
DANGEROUS WASTE, SUBSTANCE OR MATERIAL, INCLUDING BT NOT LIMITED TO GASOLINE, CRUDE OIL, FUEL OIL,
DIESEL OIL, AND ANY OTHER RELATED PETROLEUM PRODUCT.

"INTEREST EXPENSE" MEANS, FOR ANY PERIOD, FOR ANYERSON, THE TOTAL INTEREST EXPENSE OF SUCH PERSON,
WHETHER PAID OR ACCRUED (INCLUDING THE INTEREST CORDNENT OF CAPITALIZED LEASES, COMMITMENT AND
LETTER OF CREDIT FEES), BUT EXCLUDING INTEREST EXRESE NOT PAYABLE IN CASH (INCLUDING AMORTIZATION OF
DISCOUNT), ALL AS DETERMINED IN CONFORMITY WITH GAAR.

"LC AGREEMENT(S)" MEANS EITHER OR BOTH OF THE CONTI NUING AGREEMENTS FOR
IRREVOCABLE STANDBY LETTERS OF CREDIT DESCRIBED IN SECTIONS 2.2.2 AND 2.2.3.

"LFC FIXED CHARGE COVERAGE RATIO" MEANS, AS OF THEAST DAY OF ANY FISCAL QUARTER, THE RATIO FOR LFC
OF (a) EBITDAR FOR THE PERIOD OF FOUR CONSECUTIVEEAL QUARTERS ENDING ON SUCH DATE (EACH SUCH
PERIOD, AN "ANNUAL PERIOD") LESS CAPITAL EXPENDITUES DURING SUCH ANNUAL PERIOD FOR TANGIBLE OR
INTANGIBLE PERSONAL PROPERTY PAID IN CASH ("MAINTENNCE CAPITAL EXPENDITURES") TO (b) (i) INTEREST
EXPENSE FOR SUCH ANNUAL PERIOD, PLUS (ii) SCHEDULEEMORTIZATION DURING THE PERIOD OF FOUR
CONSECUTIVE FISCAL QUARTERS FOLLOWING SUCH DATE ORHE PRINCIPAL PORTION OF INDEBTEDNESS FOR MONEY
BORROWED, PLUS (iii) RENTALS FOR SUCH ANNUAL PERIQIPLUS (iv) TAXES PAID IN CASH DURING SUCH ANNUAL
PERIOD, PLUS

(v) AN AMOUNT EQUAL TO 20% OF THE OUTSTANDING PRINPAL BALANCE OF THE REVOLVING LOANS AS OF THE

LAST DAY OF SUCH ANNUAL PERIOD.
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"LIBOR BORROWING RATE" HAS THE MEANING GIVEN TO SUC H TERM IN THE
PROMISSORY NOTE ATTACHED HERETO AS EXHIBIT A.

"LOAN DOCUMENTS" MEANS THIS AGREEMENT, THE NOTES,HE SECURITY DOCUMENTS, THE GUARANTIES AND ALL
OTHER DOCUMENTS AND INSTRUMENTS ATTACHED HERETO, FEERRED TO HEREIN OR HERETOFORE,
CONTEMPORANEOUSLY HEREWITH OR HEREAFTER EXECUTED QPELIVERED TO LENDER BY ANY PERSON IN
CONNECTION WITH ANY INDEBTEDNESS OR OBLIGATIONS ORNY LOAN PARTY TO LENDER.

"LOAN PARTY" MEANS LFC, LMI, LSI, OR LAl

"MAXIMUM REVOLVING LOAN AMOUNT" MEANS, AS OF ANY DA TE OF DETERMINATION, AN AMOUNT EQUAL TO
$27,500,000 MINUS THE THEN OUTSTANDING AGGREGATE RCIPAL BALANCE OF THE TERM-OUT NOTES.

"NET INCOME" MEANS, FOR ANY PERIOD, FOR ANY PERSONHE NET EARNINGS (OR LOSS) AFTER TAXES OF SUCH
PERSON FOR SUCH PERIOD TAKEN AS A SINGLE ACCOUNTINEERIOD DETERMINED IN CONFORMITY WITH GAAP.

"NOTE(S)" MEANS ANY ONE OR MORE OF THE NEW REVOLVIN G NOTE AND THE TERM-OUT
NOTES.

"PERMITTED ACQUISITION" SHALL HAVE THE MEANING ASCRBED TO SUCH TERM IN

SECTION 5.3(f)(iii) OF THE $75,000,000 CREDIT AGREENT DATED NOVEMBER 23, 1998 BETWEEN LITHIA MOTORSNC.
AND FORD MOTOR CREDIT COMPANY, BUT EXCLUDING ANY CANGES TO SUCH DEFINITION MADE SUBSEQUENT TO
SEPTEMBER 20, 1999, WITHOUT THE PRIOR WRITTEN CON$EOF LENDER.

"PERMITTED LIENS" HAS THE MEANING ASSIGNED TO SUCH TERM IN SECTION 6.3.

"PERSON" MEANS ANY NATURAL PERSON, CORPORATION, LINIED LIABILITY COMPANY, PARTNERSHIP, JOINT
VENTURE, FIRM, ASSOCIATION, TRUST, UNINCORPORATEDRISANIZATION, GOVERNMENT OR GOVERNMENTAL
AGENCY OR POLITICAL SUBDIVISION OR ANY OTHER ENTITYWHETHER ACTING IN AN INDIVIDUAL, FIDUCIARY OR
OTHER CAPACITY.

"RENTALS" OF A PERSON MEANS THE AGGREGATE FIXED AMONTS PAYABLE BY SUCH PERSON UNDER ANY LEASE OF
PERSONAL PROPERTY BUT DOES NOT INCLUDE ANY AMOUNTBAYABLE UNDER CAPITALIZED LEASES OF SUCH
PERSON.

"REVOLVING LOAN TERMINATION DATE" MEANS JANUARY 31, 2004.

"SELLER'S NOTES" MEANS INDEBTEDNESS (EVIDENCED BY RROMISSORY NOTE OR NOTES) CONSTITUTING THAT
PORTION OF THE DEFERRED PURCHASE PRICE PAYABLE B¥ILIN CONNECTION WITH A PERMITTED ACQUISITION,
AND INDEBTEDNESS (EVIDENCED BY A PROMISSORY NOTE OROTES) TO SHAREHOLDERS, MEMBERS OR PARTNERS
A SUBSIDIARY OR A PREDECESSOR OF SUCH A SUBSIDIARRCQUIRED IN A PERMITTED ACQUISITION THAT ARE
CREDITED AGAINST THE PURCHASE PRICE.

"TANGIBLE NET WORTH" MEANS FOR ANY PERSON THE NETBOK VALUE OF (a) ALL OF SUCH PERSON'S ASSETS
EXCLUSIVE OF PATENTS, TRADEMARKS, LICENSES, GOODWILAND OTHER INTANGIBLES AND OF LOANS TO AND
NOTES AND RECEIVABLES FROM OFFICERS, EMPLOYEES, HRTORS, SHAREHOLDERS, PARTNER
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MEMBERS AND AFFILIATES OF SUCH PERSON MINUS (b) ALL OF SUCH PERSON'S LIABILITIES DETERMINED IN
ACCORDANCE WITH GAAP.

"TITLE DOCUMENTS" MEANS ALL MANUFACTURERS' CERTIFIGTES OF ORIGIN, MANUFACTURERS' STATEMENTS OF
ORIGIN, MSOS, CERTIFICATES OF TITLE AND ANY OTHEROCUMENTS EVIDENCING OWNERSHIP OF A MOTOR VEHICLE
OR THE TRANSFER OF OWNERSHIP OF A MOTOR VEHICLE FRIGA MANUFACTURER OR ANOTHER DEALER TO ANOTHEI
PERSON, AND ALL WAREHOUSE RECEIPTS, BILLS OF LADINGND OTHER NEGOTIABLE DOCUMENTS OF TITLE.

"TOTAL NET WORTH" MEANS FOR ANY PERSON THE NET BOOK VALUE OF (a) ALL OF
SUCH PERSON'S ASSETS MINUS (b) ALL OF SUCH PERSON'SLIABILITIES.
1.2 OTHER INTERPRETIVE PROVISIONS

1.2.1 UNLESS OTHERWISE SPECIFIED, THE WORDS "HEREINHEREOF," "HERETO," "HEREUNDER" AND SIMILAR TERN
REFER TO THIS AGREEMENT AS A WHOLE AND NOT TO ANYARTICULAR PROVISIONS OF THIS AGREEMENT AND
SUBSECTION, SECTION, AND EXHIBIT REFERENCES ARE TIHIS AGREEMENT.

1.2.2 THE WORD "OR" SHALL NOT BE EXCLUSIVE; THE SIBULAR INCLUDES THE PLURAL AND THE PLURAL INCLUDES
THE SINGULAR; THE MASCULINE INCLUDES THE FEMININE AID THE FEMININE INCLUDES THE MASCULINE, AND THE
WORD "INCLUDING" IS NOT LIMITING AND MEANS "INCLUDING WITHOUT LIMITATION".

1.2.3 REFERENCES TO ANY LOAN DOCUMENT SHALL MEAN STH LOAN DOCUMENT AS AMENDED, MODIFIED,
SUPPLEMENTED OR EXTENDED FROM TIME TO TIME AND ANYWUMBER OF SUBSTITUTIONS, RENEWALS AND
REPLACEMENTS THEREOF OR THEREFOR.

1.2.4 REFERENCES TO GOVERNMENTAL LAWS, STATUTES, ORIANCES, RULES AND REGULATIONS SHALL BE
CONSTRUED AS INCLUDING ALL AMENDMENTS, CONSOLIDATI®IS AND REPLACEMENTS THEREOF OR THEREFOR.

1.2.5 HEADINGS IN THIS AGREEMENT AND EACH OF THE GHER LOAN DOCUMENTS ARE FOR CONVENIENCE OF
REFERENCE ONLY AND ARE NOT PART OF THE SUBSTANCE REOF OR THEREOF.

1.2.6 EXCEPT AS OTHERWISE PROVIDED IN THIS AGREEMENDR ANY OTHER LOAN DOCUMENT, ALL ACCOUNTING
TERMS USED IN THIS AGREEMENT OR ANY OTHER LOAN DOQUENT SHALL BE CONSTRUED, AND ALL ACCOUNTING
AND FINANCIAL INFORMATION OR COMPUTATIONS SHALL BEPREPARED OR COMPUTED, IN ACCORDANCE WITH GAAP.
IF GAAP CHANGES DURING THE TERM OF THIS AGREEMENTUEH THAT ANY COVENANTS CONTAINED HEREIN WOULD
THEN BE CALCULATED IN A DIFFERENT MANNER OR WITH DFFERENT COMPONENTS, THE LOAN PARTIES AND LENDER
AGREE TO NEGOTIATE IN GOOD FAITH TO AMEND THIS AGREMENT IN SUCH RESPECTS AS IS NECESSARY TO
CONFORM THOSE COVENANTS AS CRITERIA FOR EVALUATINGHE LOAN PARTIES' FINANCIAL CONDITION TO
SUBSTANTIALLY THE SAME CRITERIA AS WERE EFFECTIVE BFORE SUCH CHANGE IN GAAP, PROVIDED, HOWEVER,
THAT UNTIL THE LOAN PARTIES AND LENDER SO AMEND THS AGREEMENT, ALL SUCH COVENANTS SHALL BE
CALCULATED IN ACCORDANCE WITH GAAP AS IN EFFECT ONHE DATE OF THIS AGREEMENT.
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ARTICLE Il
CURRENT INDEBTEDNESS

2.1 PROMISSORY NOTES. LFC AND LAI ARE INDEBTED TOHNDER PURSUANT TO THE TERMS OF THE FOLLOWING
PROMISSORY NOTE, WHICH MAY RENEW PROMISSORY NOTERBVIOUSLY EXECUTED BY LFC AND/OR LAI. LFC AND
LAl MAY ALSO HAVE OTHER INDEBTEDNESS OR OBLIGATIONSTO LENDER.

2.1.1 PROMISSORY NOTE DATED NOVEMBER 9, 2000, IN EHPRINCIPAL AMOUNT OF $27,500,000 ("REVOLVING NOTE"
2.2 LETTER OF CREDIT.

2.2.1 LENDER HAS ISSUED STANDBY LETTER OF CREDIT NSLCS001152 IN THE FACE AMOUNT OF $1,000,000 ON Vi
THE APPLICANT IS LITHIA SALMIR, INC. AND THE BENEFCIARY IS STATE OF NEVADA DEPARTMENT OF TAXATION
("LETTER OF CREDIT").

2.2.2 LMI HAS EXECUTED A CONTINUING AGREEMENT FORRREVOCABLE STANDBY LETTERS OF CREDIT DATED AS OF
SEPTEMBER 18, 1997, PURSUANT TO WHICH LMI HAS AGREH O BE LIABLE FOR ALL OBLIGATIONS TO LENDER WHICH
RELATE TO THE LETTER OF CREDIT.

2.2.3 LSI HAS EXECUTED A CONTINUING AGREEMENT FORRREVOCABLE STANDBY LETTERS OF CREDIT DATED AS OF
AUGUST 26, 1997, PURSUANT TO WHICH LSI HAS AGREEDDIBE LIABLE FOR ALL OBLIGATIONS TO LENDER WHICH
RELATE TO THE LETTER OF CREDIT.

2.3 CURRENT LOAN AGREEMENT. LFC AND LENDER HAVE ENHRED INTO A LOAN AGREEMENT DATED SEPTEMBER 20,
1999, WHICH HAS BEEN AMENDED FROM TIME TO TIME, INCUDING BY AMENDMENTS DATED MARCH 6, 2000, JULY 26,
2000, AND NOVEMBER 9, 2000 (COLLECTIVELY, "CURRENIOAN AGREEMENT"). THIS AGREEMENT, AS OF ITS EFFECVE
DATE, SHALL AMEND, RESTATE, AND REPLACE THE CURRENTOAN AGREEMENT.

ARTICLE Il
REVOLVING LOANS

3.1 MAXIMUM AMOUNT. SUBJECT TO THE TERMS AND CONDITONS OF THIS AGREEMENT, LENDER AGREES TO MAKE
LOANS TO LFC AND LAI (WHO SHALL BE JOINTLY AND SEVERALLY LIABLE) FROM TIME TO TIME ON A REVOLVING
CREDIT BASIS (EACH A "REVOLVING ADVANCE", COLLECTI\ELY, "REVOLVING LOANS"), PROVIDED THAT THE
PRINCIPAL BALANCE OF THE NEW REVOLVING NOTE SHALL A NO TIME EXCEED THE MAXIMUM REVOLVING LOAN
AMOUNT. THE AVAILABILITY OF REVOLVING ADVANCES SHAL L TERMINATE ON THE REVOLVING LOAN TERMINATION
DATE.

3.2 USE OF PROCEEDS. LFC AND LAI SHALL USE THE PREBEDS OF THE REVOLVING LOANS FOR THEIR GENERAL
CORPORATE PURPOSES WHICH ARE PERMITTED BY THE TERM& THIS AGREEMENT AND WHICH ARE CONSISTENT
WITH THEIR CURRENT BUSINESS OPERATIONS AND PRACTIGE

3.3 NEW REVOLVING NOTE.

3.3.1 THE REVOLVING LOANS SHALL BE EVIDENCED BY A ROMISSORY NOTE EXECUTED BY LFC AND LAI'IN THE
PRINCIPAL AMOUNT OF $27,500,000, SUBSTANTIALLY INAE FORM ATTACHED AS

AMENDED AND RESTATED LOAN AGREEMENT - 6



EXHIBIT A ("NEW REVOLVING NOTE"). THE NEW REVOLVINGNOTE RENEWS AND MODIFIES THE TERMS APPLICABLE T
THE REVOLVING NOTE BUT SHALL NOT BE DEEMED TO BE INSATISFACTION OF, OR TO CONSTITUTE A NOVATION OF,
THE REVOLVING NOTE. THE REVOLVING LOANS SHALL BE SBJECT TO ALL TERMS AND CONDITIONS OF THE NEW
REVOLVING NOTE AND OF THIS AGREEMENT.

3.3.2 INTEREST. INTEREST ON THE UNPAID PRINCIPAL BANCE OF THE REVOLVING NOTE SHALL BE DUE AND
PAYABLE AT THE TIMES AND AT THE RATES SET FORTH INHE REVOLVING NOTE.

3.3.3 PRINCIPAL PAYMENTS. THE PRINCIPAL BALANCE OFHE REVOLVING NOTE SHALL BE DUE AND PAYABLE ON
JANUARY 31, 2004.

3.3.4 REQUESTS FOR REVOLVING ADVANCES. WHENEVER LREISHES TO REQUEST A REVOLVING ADVANCE, IT SHALL
GIVE LENDER NOTICE THEREOF IN ACCORDANCE WITH THEROVISIONS OF THE REVOLVING NOTE.

3.4 TERM OUT.

3.4.1 TERM-OUT LOANS. SUBJECT TO THE TERMS AND CONDONS OF THIS AGREEMENT AND SATISFACTION OF THE
CONDITIONS PRECEDENT IN SECTION 7.2 HEREOF, LAl ANDFC MAY, AT ANY TIME PRIOR TO THE REVOLVING LOAN
TERMINATION DATE, ELECT TO TERM OUT ALL OR A PORTI® OF THE REVOLVING LOANS FOR A PERIOD OF UP TO FIVE
YEARS (EACH PRINCIPAL AMOUNT TERMED OUT, A "TERM-OU LOAN"). EACH TERM-OUT LOAN SHALL BE IN THE
MINIMUM PRINCIPAL AMOUNT OF $5,000,000. THE SUM OFHE PRINCIPAL BALANCE OF THE NEW REVOLVING NOTE
PLUS THE AGGREGATE PRINCIPAL BALANCE OF ALL TERM-OUNOTES SHALL AT NO TIME EXCEED $27,500,000.

3.4.2 TERM-OUT NOTES. EACH TERM-OUT LOAN SHALL BE\HDENCED BY A SEPARATE PROMISSORY NOTE (EACH A
"TERM-OUT NOTE) IN THE PRINCIPAL AMOUNT OF THE APPICABLE TERM-OUT LOAN.

3.4.3 INTEREST. BORROWER MAY CHOOSE TO PAY INTERE®N EACH TERM-OUT NOTE AT A VARIABLE RATE EQUAL
TO THE LIBOR BORROWING RATE OR A FIXED RATE EQUAL® THE FIXED BORROWING RATE IN EFFECT ON THE DATE
SUCH TERMOUT LOAN IS MADE; PROVIDED, HOWEVER, THAT THE RATEOPTION CHOSEN SHALL APPLY TO THE ENTIR
PRINCIPAL BALANCE OF THE TERM-OUT NOTE FOR THE ENRE TERM OF SUCH NOTE. ACCRUED INTEREST SHALL BE
DUE AND PAYABLE ON A MONTHLY BASIS. THE FIXED BORROING RATE IS AN ANNUAL RATE EQUAL TO 2.0% PLUS
THAT RATE AT WHICH LENDER WOULD BE ABLE TO BORROW BNDS OF COMPARABLE AMOUNTS IN THE MONEY
MARKETS FOR THE NUMBER OF YEARS IN THE TERM OF THEERM-OUT NOTE (ROUNDING UPWARD TO THE NEAREST
WHOLE YEAR), INCLUDING FDIC INSURANCE, RESERVE REQBEMENTS AND OTHER EXPLICIT AND IMPLICIT COSTS
LEVIED BY ANY REGULATORY AGENCY; SUCH RATE ROUNDEDJUPWARD TO THE NEAREST ONE-EIGHTH PERCENT.
SUCH RATE SHALL BE DETERMINED SOLELY BY LENDER ONBANKING DAY PRIOR TO THE APPLICABLE DATE. THE
TERM "MONEY MARKETS" REFERS TO ONE OR MORE WHOLESAFUNDING MARKETS AVAILABLE TO LENDER
INCLUDING NEGOTIABLE CERTIFICATES OF DEPOSIT, COMMECIAL PAPER, EURODOLLAR DEPOSITS, BANK NOTES,
FEDERAL FUNDS AND OTHERS.

3.4.4 PRINCIPAL PAYMENTS. THE PRINCIPAL BALANCE OEACH TERM-OUT NOTE SHALL BE REPAID IN APPROXIMATEL?
EQUAL CONSECUTIVE MONTHLY PAYMENTS, EACH IN THE AM@NT REQUIRED TO AMORTIZE THE PRINCIPAL
BALANCE OF THE TERM-OUT NOTE, PLUS INTEREST THEREOR®VER THE TERM SELECTED BY BORROWER.
NOTWITHSTANDING THE FOREGOING, NO TERI-FOUT NOTE SHALL HAVE A FINAL
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MATURITY DATE WHICH IS LATER THAN JANUARY 31, 2009. THE PAYMENTS MAY, IN LENDER'S DISCRETION, BE
ADJUSTED EACH TIME THE INTEREST RATE CHANGES.

3.4.5 REQUESTS FOR TERM-OUT LOAN. WHENEVER BORROWRRSHES TO TERM OUT ALL OR A PORTION OF THE
REVOLVING LOANS, BORROWER SHALL GIVE LENDER WRITTENNOTICE THEREOF, AT LEAST FIVE (5) BUSINESS DAYS
PRIOR TO THE DESIRED EFFECTIVE DATE, WHICH NOTICEH3LL SPECIFY THE AMOUNT OF THE TERM-OUT LOAN, THE
INTEREST RATE AND TERM SELECTED, AND THE REQUESTHDATE OF THE TERM-OUT LOAN.

3.4.6 PREPAYMENT. IF BORROWER SELECTS THE FIXED BRARWING RATE FOR ANY TERM-OUT NOTE, ANY
PREPAYMENT OF SUCH TERM-OUT NOTE SHALL BE SUBJECTOTPAYMENT OF A PREPAYMENT FEE SUBSTANTIALLY AS
SET FORTH ON ATTACHED EXHIBIT B.

ARTICLE IV
LETTER OF CREDIT

4.1 EXPIRY DATE. THE EXPIRY DATE ("LC EXPIRY DATE"OF THE LETTER OF CREDIT IS CURRENTLY

4.2 LC AGREEMENTS. LMI AND LSI EACH AGREE THAT (a)HE LETTER OF CREDIT SHALL BE DEEMED TO BE A "CREDT
WHICH IS COVERED BY THE LC AGREEMENT WHICH IT SIGNE. EACH OF THEM AGREES TO BE LIABLE AS AN
"APPLICANT" ON THE LC AGREEMENT, THE LETTER OF CRBED AND THE APPLICATION FOR THE LETTER OF CREDIT,
EVEN THOUGH LMI MAY NOT HAVE SIGNED SUCH APPLICATI\.

ARTICLE V
ADDITIONAL TERMS APPLICABLE TO CERTAIN CREDIT FACIL  ITIES

5.1 REPRESENTATION AND WARRANTY OF CREDIT AVAILABILTY. EACH REQUEST OF LFC AND LAI FOR A REVOLVING
ADVANCE OR TERM-OUT LOAN SHALL BE DEEMED TO BE ITREPRESENTATION AND WARRANTY THAT (a) SUCH
REVOLVING ADVANCE OR TERM-OUT LOAN MAY BE MADE WITHOUT EXCEEDING THE APPLICABLE MAXIMUM
AMOUNT DETERMINED IN ACCORDANCE WITH THE PROVISION®F THIS AGREEMENT, (b) NO DEFAULT HAS OCCURRE
OR WILL EXIST AFTER GIVING EFFECT TO SUCH REVOLVIN@GDVANCE OR TERM-OUT LOAN, AND (c) ALL
REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS REEMENT ARE TRUE, ACCURATE AND COMPLETE AS OF
THE DATE OF SUCH REQUEST.

5.2 EXTENSIONS OF CREDIT FACILITIES.

5.2.1 IF LFC AND LAI WISH TO EXTEND THE REVOLVING DAN TERMINATION DATE THEN IN EFFECT, OR IF LMI OR Bl
WISHES TO EXTEND THE LC EXPIRY DATE THEN IN EFFECTHE APPLICABLE LOAN PARTY SHALL DELIVER TO LENDER
A WRITTEN NOTICE REQUESTING EXTENSION OF THE APPLIBLE DATE (EACH, A "TERMINATION DATE"). SUCH
NOTICE SHALL BE GIVEN NO LESS THAN THREE (3) MONTHBRIOR TO THE APPLICABLE TERMINATION DATE. SUCH
NOTICE SHALL INCLUDE LFC'S AND LAI'S OR LMI'S CERTRICATION THAT, AS OF THE DATE OF THE NOTICE, ALI
REPRESENTATIONS AND WARRANTIES IN THIS AGREEMENT ARTRUE AND CORRECT IN ALL MATERIAL RESPECTS AN
THAT NO DEFAULT HAS OCCURRED AND IS CONTINUING. EAB LOAN PARTY SHALL PROVIDE TO LENDER ANY
INFORMATION REASONABLY REQUESTED BY LENDER IN CONNETION WITH A REQUEST FOR EXTENSION.

5.2.2 LENDER WILL NOTIFY THE APPLICABLE LOAN PARTYWITHIN 3 MONTHS AFTER RECEIPT OF ANY REQUEST
WHETHER IT IS WILLING TO EXTEND THE APPLICABLE TERNNATION DATE AND IF SO,
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THE TERMS OF SUCH EXTENSION; PROVIDED, HOWEVER, THAF LENDER DOES NOT SO NOTIFY LFC OR LMI, THE
APPLICABLE TERMINATION DATE SHALL NOT BE EXTENDED.IF LENDER AGREES TO EXTEND ANY TERMINATION DATE
IT MAY BE UPON TERMS WHICH ARE DIFFERENT FROM THOSHE THIS AGREEMENT.

ARTICLE VI
SECURITY, GUARANTIES AND RELATED MATTERS

6.1 SECURITY.

6.1.1 COLLATERAL. ALL PRESENT AND FUTURE INDEBTEDNES AND OBLIGATIONS OF LFC AND LAI TO LENDER,
INCLUDING WITHOUT LIMITATION SUCH OBLIGATIONS UNDER THIS AGREEMENT, THE NOTES, AND LFC'S GUARANTY
OF THE OBLIGATIONS OF LSI AND LMI TO LENDER SHALL BE SECURED BY A FIRST PRIORITY SECURITY INTEREST
(SUBJECT TO PERMITTED LIENS) IN THE FOLLOWING PROREY AND IN ALL SUCH OTHER REAL AND PERSONAL
PROPERTY COLLATERAL AS LENDER MAY FROM TIME TO TIMEREQUIRE (COLLECTIVELY, "LFC COLLATERAL"): ALL OF
LFC'S NOW OWNED AND HEREAFTER ACQUIRED INVENTORYNCLUDING WITHOUT LIMITATION ALL VEHICLES,
TRADE-INS, REPOSSESSIONS AND INVENTORY HELD FOR HBAY OR DEMONSTRATION PURPOSES AND ALL OTHER
INVENTORY; EQUIPMENT; ACCOUNTS; CHATTEL PAPER; DOOQUENTS; INSTRUMENTS; LETTER OF CREDIT RIGHTS,;
GENERAL INTANGIBLES; LEASES; REBATES, CREDITS, FA@RY HOLDBACKS, INCENTIVE PAYMENTS AND OTHER
PAYMENTS FROM ANY MANUFACTURER, FACTORY OR DISTRIBUOR; AND ALL PRODUCTS AND PROCEEDS OF ANY OF
THE FOREGOING.

6.1.2 SECURITY DOCUMENTS. LENDER'S SECURITY INTERES IN THE COLLATERAL SHALL BE EVIDENCED BY SUCH
SECURITY AGREEMENTS, UNIFORM COMMERCIAL CODE FINANGIG STATEMENTS, CERTIFICATES OF TITLE, TRUST
DEEDS AND OTHER SECURITY DOCUMENTS COVERING THE CORTERAL AS LENDER MAY AT ANY TIME REQUIRE
("SECURITY DOCUMENTS").

6.1.3 LEASED COLLATERAL.

(a) LFC SHALL (i) FILE FINANCING STATEMENTS COVERI ALL NON-TITLED INVENTORY AND EQUIPMENT LEASED TO
ANY PERSON, SHOWING ITSELF AS SECURED PARTY, THE 8BEE AS DEBTOR AND LENDER AS ASSIGNEE; AND (ii) IF
REQUIRED BY LENDER, NOTE THE INTERESTS OF LENDER,3ELF AND THE LESSEE ON ALL CERTIFICATES OF TITLE
COVERING LEASED VEHICLES. LENDER MAY AT ANY TIME, WHETHER OR NOT A DEFAULT HAS OCCURRED, REQUIRE
LFC TO NOTE THE INTEREST OF LENDER ON ALL CERTIFICAS OF TITLE.

(b) ALL LEASES OF INVENTORY AND EQUIPMENT BY LFC SHLL BE EVIDENCED BY A WRITTEN LEASE BETWEEN LFC
AND THE LESSEE. LENDER MAY AT ANY TIME REQUIRE LFO O DELIVER TO LENDER ORIGINAL LEASES COVERING ANY
COLLATERAL. UNTIL SUCH TIME, THE ORIGINAL LEASES SIALL BE MAINTAINED BY LFC IN A MANNER ACCEPTABLE

TO LENDER AND EACH LEASE SHALL BE CONSPICUOUSLY MARED "ASSIGNED TO U.S. BANK NATIONAL
ASSOCIATION".

(c) FOR EACH VEHICLE LEASE BETWEEN LFC AND ANY LESE WHICH IS NOT A SUBSIDIARY OF LMI, LFC SHALL
MAINTAIN THE ORIGINAL LEASE APPLICATION AND APPLICATION FOR TITLE SIGNED BY THE LESSEE, CREDIT REPORT
AND EVIDENCE OF INSURANCE. SUCH DOCUMENTS SHALL BEIAINTAINED IN A MANNER ACCEPTABLE TO LENDER.

6.1.4 TITLE DOCUMENTS. SUBJECT TO THE PROVISIONS QRIS SECTION 6.1.4, ALL ORIGINAL TITLE DOCUMENTSISALL
BE MAINTAINED BY LFC IN A MANNER ACCEPTABLE TO LENDER. ALL
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TITLE DOCUMENTS SHALL BE AVAILABLE FOR INSPECTION B LENDER AT ANY REASONABLE TIME. LENDER MAY
REQUIRE LFC TO DELIVER ALL TITLE DOCUMENTS TO LENDR IF AN EVENT OF DEFAULT HAS OCCURRED, OR IF
LENDER DETERMINES THAT LFC IS NOT MAINTAINING THE TTLE DOCUMENTS AND OTHER RECORDS REGARDING THE
COLLATERAL IN A MANNER ACCEPTABLE TO LENDER.

6.1.5 ADDITIONAL ACTS. AS A CONDITION PRECEDENT TOHE EFFECTIVENESS OF THIS AGREEMENT, AND FROM TIME
TO TIME AT LENDER'S REQUEST, EACH LOAN PARTY SHALEXECUTE AND/OR DELIVER TO LENDER SUCH SECURITY
AGREEMENTS, UNIFORM COMMERCIAL CODE FINANCING STATHENTS, CERTIFICATES OF TITLE, DEEDS OF TRUST AN
ANY OTHER DOCUMENTS AND INSTRUMENTS (ENDORSED OR ASGNED TO LENDER AS LENDER MAY REQUEST),
WHICH MAY BE REQUIRED UNDER APPLICABLE LAW OR WHICH.ENDER MAY REQUEST TO EFFECTUATE THE
TRANSACTIONS CONTEMPLATED HEREUNDER AND TO GRANT RESERVE, PROTECT, PERFECT AND CONTINUE THE
VALIDITY AND FIRST PRIORITY OF LENDER'S SECURITY INERESTS.

6.1.6 LESSEE CONSENTS. EACH AFFILIATE OF LFC WHIGHEASES ANY COLLATERAL (OTHER THAN MOTOR VEHICLES)
FROM LFC SHALL EXECUTE AN AGREEMENT, IN FORM AND SBSTANCE ACCEPTABLE TO LENDER, SUBORDINATING
THE LESSEE'S INTEREST IN THE COLLATERAL TO LENDERSECURITY INTEREST AND GRANTING LENDER THE RIGHT T
REPOSSESS THE COLLATERAL UPON THE OCCURRENCE OF EMENT OF DEFAULT (EACH A "LESSEE CONSENT"). LFC
SHALL NOT ENTER INTO LEASES WITH ANY AFFILIATE UNLESS SUCH AFFILIATE HAS SIGNED A LESSEE CONSENT WITH
LENDER.

6.1.7 INTERCREDITOR AGREEMENTS. FORD MOTOR CREDID®IPANY, TOYOTA MOTOR CREDIT CORP., CHRYSLER
FINANCIAL COMPANY, L.L.C. AND GENERAL MOTORS ACCEPANCE CORPORATION AND ALL OTHER LENDERS
PROVIDING FINANCING TO LMI OR ANY OF LMI'S AFFILIATES OR HAVING A SECURITY INTEREST IN THE COLLATERAL
SHALL ENTER INTO INTERCREDITOR AGREEMENTS WITH LENER, CONSENTING TO THE CREDIT FACILITIES EXTENDED
UNDER THIS AGREEMENT, SUBORDINATING AND WAIVING THER SECURITY INTERESTS IN THE COLLATERAL AND
INCLUDING SUCH OTHER TERMS AND CONDITIONS AS LENDEREQUIRES. LFC SHALL NOT ENTER INTO LEASES WITH
ANY OTHER PERSON UNLESS LENDER HAS RECEIVED SUCHTERCREDITOR AGREEMENTS AS LENDER REQUIRES FR(
SUCH PERSON.

6.1.8 MAXIMUM SECURITY AMOUNT. NOTWITHSTANDING ANY CONTRARY PROVISION OF ANY SECURITY DOCUMENT
EXECUTED BY ANY LOAN PARTY, IF ANY ACTION OR PROCEEING IS COMMENCED ASSERTING THAT ANY SECURITY
INTEREST GRANTED TO LENDER BY ANY LOAN PARTY IS SUBECT TO AVOIDANCE AS A FRAUDULENT TRANSFER OR
FRAUDULENT CONVEYANCE OR ANY SIMILAR TERM UNDER ANYAPPLICABLE STATE OR FEDERAL LAW, THE SECURIT
INTEREST OF LENDER IN THE COLLATERAL SHALL BE LIMI'ED TO COLLATERAL HAVING A VALUE EQUAL TO THE
MAXIMUM AMOUNT WHICH CAN OR COULD BE TRANSFERRED TALENDER WITHOUT RENDERING SUCH LOAN PARTY'S
GRANT OF A SECURITY INTEREST SUBJECT TO AVOIDANCENDER SUCH LAW IN SUCH ACTION OR PROCEEDING.

6.2 GUARANTIES. ALL PRESENT AND FUTURE OBLIGATION®F LFC AND LAI TO LENDER SHALL BE GUARANTEED BY
LMI. ALL PRESENT AND FUTURE OBLIGATIONS OF LMI ANDLSI TO LENDER SHALL BE GUARANTEED BY LFC.

6.2.1 MAXIMUM GUARANTY AMOUNT. NOTWITHSTANDING ANY CONTRARY PROVISION OF ANY GUARANTY, IF ANY
ACTION OR PROCEEDING IS COMMENCED ASSERTING THAT BHGUARANTY OF ANY GUARANTOR IS SUBJECT TO
AVOIDANCE AS A FRAUDULENT TRANSFER OR FRAUDULENT CR®VEYANCE OR ANY SIMILAR TERM UNDER ANY
APPLICABLE STATE OR FEDERAL LAW, THE OBLIGATIONS OBUCH GUARANTOR UNDER SUCH GUARANTY SHALL BE
LIMITED TO THE MAXIMUM AMOUNT THAT WOULD NOT RENDER SUCH GUARANTOR'S OBLIGATIONS SUBJECT TO
AVOIDANCE UNDER SUCH LAW IN SUCH ACTION OR PROCEENIG.
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6.3 NEGATIVE PLEDGE.

6.3.1 WITHOUT THE PRIOR WRITTEN CONSENT OF LENDERFC SHALL NOT GRANT, CREATE, ASSUME OR PERMIT TO
EXIST ANY PLEDGE, ASSIGNMENT FOR SECURITY PURPOSH\CUMBRANCE, MORTGAGE, HYPOTHECATION, OR ANY
OTHER SECURITY INTEREST (INCLUDING WITHOUT LIMITATON, ANY CONDITIONAL SALE OR OTHER TITLE RETENTION
AGREEMENT AND ANY FINANCING OR CAPITAL LEASE HAVINGSUBSTANTIALLY THE SAME ECONOMIC EFFECT AS AN
OF THE FOREGOING) IN ALL OR ANY PORTION OF ANY READR PERSONAL PROPERTY NOW OWNED OR HEREAFTER
ACQUIRED BY LFC, EXCEPT (a) SECURITY INTERESTS INNWOR OF LENDER; AND (b) LIENS EXISTING ON THE DATE
HEREOF IN FAVOR OF FORD MOTOR CREDIT COMPANY WHICARE SUBORDINATE TO LENDER'S SECURITY INTERESTS
(EXCEPT LIENS COVERING FIXTURES, WHICH MUST BE TERIMATED). (THE SECURITY INTERESTS DESCRIBED IN
CLAUSES (a) AND (b) ARE THE "PERMITTED LIENS".)

ARTICLE VII
CONDITIONS PRECEDENT

7.1 INITIAL CONDITIONS PRECEDENT. THE EFFECTIVENESSF THIS AGREEMENT IS SUBJECT TO SATISFACTION OF EA
OF THE FOLLOWING CONDITIONS PRECEDENT CONCURRENTLWITH OR PRIOR TO EXECUTION OF THIS AGREEMENT:

7.1.1 LENDER HAS RECEIVED EXECUTED ORIGINALS OF THIAGREEMENT, THE NEW REVOLVING NOTE, ANY REQUIRED
SECURITY DOCUMENTS, AND EACH OTHER LOAN DOCUMENT RRUIRED BY LENDER.

7.1.2 LENDER HAS RECEIVED ALL DOCUMENTS AND INFORMAON LENDER MAY REQUEST RELATING TO THE
AUTHORITY FOR AND VALIDITY OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, AND TO ANY OTHER
RELATED MATTERS, EACH IN FORM AND SUBSTANCE SATISFBTORY TO LENDER.

7.1.3 LENDER HAS RECEIVED SUCH ADDITIONAL DOCUMENTBND INFORMATION (INCLUDING, IF REQUIRED BY
LENDER, ATTORNEY OPINION LETTERS) AND EACH LOAN PARY HAS SATISFIED SUCH ADDITIONAL REQUIREMENTS A!
LENDER REASONABLY REQUIRES.

7.1.4 LENDER HAS A VALID AND PERFECTED FIRST PRIORY SECURITY INTEREST IN THE COLLATERAL AND HAS
RECEIVED SUCH EVIDENCE AS IT REQUIRES REGARDING THEERFECTION AND PRIORITY OF ITS SECURITY INTERESTS.

7.2 CONDITIONS PRECEDENT TO REVOLVING ADVANCES ANDERM-OUT LOANS. LENDER'S AGREEMENT TO MAKE ANY
REVOLVING ADVANCE OR TO TERM OUT ALL OR A PART OF HE REVOLVING LOANS IS SUBJECT TO SATISFACTION OF
THE CONDITIONS SET FORTH IN

SECTION 7.1 AND THE FOLLOWING CONDITIONS ON THE DA ANY REVOLVING ADVANCE OR TERM-OUT LOAN IS
MADE.

7.2.1 NO DEFAULT HAS OCCURRED OR WILL EXIST AFTERIGING EFFECT TO THE REVOLVING ADVANCE OR TERM-OUT
LOAN.

7.2.2 THE REPRESENTATIONS AND WARRANTIES IN THIS AGZEMENT SHALL BE TRUE AND CORRECT AS OF SUCH DAT
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7.2.3 WITH RESPECT TO EACH REVOLVING ADVANCE TO BHSED BY LAl TO PURCHASE ANY AIRCRAFT, LENDER HAS
RECEIVED (a) A COPY OF THE PURCHASE AGREEMENT FORGH AIRCRAFT, AND (b) LAl HAS EXECUTED AND
DELIVERED TO LENDER A SATISFACTORY NEGATIVE PLEDGBGREEMENT COVERING THE AIRCRAFT.

7.2.4 WITH RESPECT TO EACH TERM-OUT LOAN, LFC ANDAL HAVE EXECUTED AND DELIVERED TO LENDER A TERM-
OUT NOTE IN FORM AND SUBSTANCE SATISFACTORY TO LENER.

ARTICLE VIl
REPRESENTATIONS AND WARRANTIES

EACH LOAN PARTY HEREBY REPRESENTS AND WARRANTS:

8.1 EXISTENCE AND POWER. IT IS A DULY ORGANIZED ANIYALIDLY EXISTING CORPORATION, IS DULY QUALIFIED AND
IN GOOD STANDING IN EACH JURISDICTION WHERE THE CODUCT OF ITS BUSINESS OR THE OWNERSHIP OF ITS
PROPERTIES REQUIRES SUCH QUALIFICATION, AND HAS FUIPOWER, AUTHORITY AND LEGAL RIGHT TO CARRY ON
ITS BUSINESS AS PRESENTLY CONDUCTED, TO OWN AND ORETE ITS PROPERTIES AND ASSETS, AND TO EXECUTE,
DELIVER AND PERFORM THE LOAN DOCUMENTS AND ALL OTHR DOCUMENTS TO BE EXECUTED AND DELIVERED BY
IT.

8.2 AUTHORIZATION. ITS EXECUTION, DELIVERY AND PERBRMANCE OF THE LOAN DOCUMENTS AND ALL DOCUMENT
TO BE EXECUTED, DELIVERED OR PERFORMED BY IT AND AKBORROWING IN CONNECTION THEREWITH HAVE BEEN
DULY AUTHORIZED BY ALL NECESSARY CORPORATE ACTIONDO NOT CONTRAVENE ANY LAW, REGULATION, RULE Of
ORDER BINDING ON IT OR ITS ARTICLES OF INCORPORATN) AND DO NOT CONTRAVENE THE PROVISIONS OF OR
CONSTITUTE A DEFAULT UNDER ANY AGREEMENT OR INSTRUBNT TO WHICH IT IS A PARTY OR BY WHICH IT MAY BE
BOUND OR AFFECTED.

8.3 LITIGATION. THERE ARE NO ACTIONS, PROCEEDINGENVESTIGATIONS, OR CLAIMS PENDING AGAINST IT, OR TAOTS
KNOWLEDGE, THREATENED AGAINST OR AFFECTING IT, BEFRE ANY COURT OR ARBITRATOR OR ANY
GOVERNMENTAL BODY OR AGENCY WHICH WOULD BE LIKELY TO RESULT IN A JUDGMENT OR ORDER AGAINST IT (IN
EXCESS OF INSURANCE COVERAGE) FOR MORE THAN $50MAd0IDIVIDUALLY OR IN THE AGGREGATE.

8.4 FINANCIAL CONDITION. THE MOST RECENT FINANCIALSTATEMENTS DELIVERED TO LENDER FAIRLY PRESENT AS
OF THE DATE THEREOF ITS FINANCIAL CONDITION AND THERESULTS OF ITS OPERATIONS AND CASH FLOWS FOR THE
PERIOD THEN ENDED, ALL IN ACCORDANCE WITH GAAP. SINE THAT DATE THERE HAVE BEEN NO MATERIAL ADVERSE
CHANGES IN ITS FINANCIAL CONDITION OR OPERATIONS, XCEPT AS DISCLOSED TO LENDER IN WRITING.

8.5 TAXES. IT HAS FILED ALL TAX RETURNS AND REPORTREQUIRED OF IT, AND HAS PAID ALL TAXES PAYABLE BYIT
WHICH HAVE BECOME DUE PURSUANT TO SUCH TAX RETURNAND ALL OTHER TAXES AND ASSESSMENTS PAYABLE
BY IT.

8.6 OTHER AGREEMENTS. IT IS NOT IN BREACH OF OR DEFAULT UNDER ANY AGREEMENT TO WHICH IT IS A PARTY
OR WHICH IS BINDING ON IT OR ANY OF ITS ASSETS, WBH SUCH BREACH OR DEFAULT WOULD HAVE A MATERIAL
ADVERSE EFFECT ON ITS FINANCIAL CONDITION OR OPERADNS.
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8.7 GOOD TITLE AND VALIDITY. IT IS THE TRUE AND LAWFUL OWNER OF AND HAS GOOD TITLE TO ALL COLLATERAL
AND TO ALL OTHER PROPERTIES INCLUDED ON ITS MOST REENT FINANCIAL STATEMENTS AND IT WILL HAVE GOOD
TITLE TO ALL SUCH COLLATERAL AND PROPERTY ACQUIREHEREAFTER.

8.8 FIRST PRIORITY SECURITY INTEREST. SUBJECT TORMITTED LIENS, THE LIENS CREATED OR TO BE CREATEMNI
FAVOR OF LENDER UNDER THE SECURITY DOCUMENTS DO ANWILL AT ALL TIMES ON AND AFTER THE EFFECTIVE
DATE OF THIS AGREEMENT, CONSTITUTE FIRST PRIORITYERURITY INTERESTS IN THE COLLATERAL AND THERE WILL
BE NO OTHER LIENS OR ENCUMBRANCES ON THE COLLATERAL

8.9 COMPLIANCE WITH LAWS. IT IS IN COMPLIANCE WITHALL APPLICABLE FEDERAL, STATE, REGIONAL AND LOCAL
LAWS, REGULATIONS AND ORDINANCES, INCLUDING WITHOUTLIMITATION ALL ENVIRONMENTAL PERMITS,
ENVIRONMENTAL LAWS AND ACCESS LAWS.

8.10 ERISA AND FLSA COMPLIANCE. ANY EMPLOYEE PENSIKDBENEFIT PLAN ("PLAN") MAINTAINED FOR ITS
EMPLOYEES WHICH IS SUBJECT TO THE EMPLOYMENT RETIREENT INCOME SECURITY ACT OF 1974 AND ANY
REGULATIONS ISSUED THERETO COMPLIES IN ALL MATERIAIRESPECTS WITH ERISA AND ANY OTHER APPLICABLE
LAWS AND (a) SUCH PLAN HAS NOT INCURRED ANY MATERIA ACCUMULATED "FUNDING DEFICIENCY" AND (b) WITH
RESPECT TO SUCH PLAN, NO "REPORTABLE EVENT" NOR "BRIBITED TRANSACTION" HAS OCCURRED. IT IS IN FULL
COMPLIANCE WITH THE FAIR LABOR STANDARDS ACT.

8.11 NO MATERIAL MISSTATEMENTS. NO REPORT, FINANCIASTATEMENT, REPRESENTATION OR OTHER INFORMATION
FURNISHED BY IT TO LENDER CONTAINS ANY MATERIAL MISTATEMENT OF FACT OR OMITS TO STATE ANY MATERIAI
FACT NECESSARY TO MAKE THE STATEMENTS THEREIN, INIGHT OF THE CIRCUMSTANCES UNDER WHICH THEY WER
MADE, NOT MISLEADING.

8.12 ENFORCEABILITY. THIS AGREEMENT CONSTITUTES, ANEACH OTHER LOAN DOCUMENT TO WHICH IT IS A PARTY
WHEN EXECUTED AND DELIVERED TO LENDER WILL CONSTITUE A LEGAL, VALID AND BINDING OBLIGATION OF
SUCH LOAN PARTY, ENFORCEABLE IN ACCORDANCE WITH ITSERMS.

ARTICLE IX
FINANCIAL COVENANTS AND INFORMATION

9.1 FINANCIAL COVENANTS. UNTIL TERMINATION OF THE A/AILABILITY OF ADVANCES AND PAYMENT AND
PERFORMANCE IN FULL OF ALL OBLIGATIONS OF EACH LOANPARTY UNDER THE LOAN DOCUMENTS, EACH LOAN
PARTY AGREES THAT:

9.1.1 LMI CURRENT RATIO. LMI SHALL MAINTAIN A RATIO OF CURRENT ASSETS TO CURRENT LIABILITIES OF AT LESN
1.20TO 1.0.

9.1.2 LMI MINIMUM TOTAL NET WORTH. LMI AND ITS SUBSDIARIES SHALL MAINTAIN, ON A CONSOLIDATED BASIS,
TOTAL NET WORTH OF NOT LESS THAN (a) $87,500,000 P& (b) 100% OF THE VALUE OF THE NET PROCEEDS (CASIR
NON-CASH) RECEIVED BY LMI FROM THE ISSUANCE OF CAPITAISTOCK AFTER THE DATE OF THIS AGREEMENT.

9.1.3 LMI FIXED CHARGE COVERAGE RATIO. LMI AND ITSSUBSIDIARIES SHALL MAINTAIN, ON A CONSOLIDATED BASE,
AS OF THE LAST DAY OF EACH FISCAL QUARTER, FOR THEERIOD OF FOUR CONSECUTIVE FISCAL QUARTERS ENDING
ON SUCH DAY, A FIXED CHARGE COVERAGE RATIO OF AT LAST 1.20 TO 1.0.

AMENDED AND RESTATED LOAN AGREEMENT - 13



9.1.4 LFC CURRENT RATIO. LFC SHALL MAINTAIN A RATIOOF CURRENT ASSETS TO CURRENT LIABILITIES OF AT LESN
1.20TO 1.0.

9.1.5 MINIMUM TANGIBLE NET WORTH. THE SUM OF (a) LE'S TANGIBLE NET WORTH PLUS THE PRINCIPAL BALANCH)P
TO A MAXIMUM OF $4,500,000, OF LOANS MADE BY LFC TOTS AFFILIATES (EXCLUDING ANY AMOUNTS OWED BY SUCH
AFFILIATES TO LFC UNDER LEASES BETWEEN LFC AND SUCHAFFILIATES) SHALL NOT BE LESS THAN $7,500,000.

9.1.6 LFC FIXED CHARGE COVERAGE RATIO. LFC SHALL MINTAIN, AS OF THE LAST DAY OF EACH FISCAL QUARTER,
FOR THE PERIOD OF FOUR CONSECUTIVE FISCAL QUARTERSIDING ON SUCH DATE, AN LFC FIXED CHARGE
COVERAGE RATIO OF AT LEAST 1.0 TO 1.0.

9.2 FINANCIAL INFORMATION.

9.2.1 WITHIN 95 DAYS AFTER THE END OF EACH FISCALEAR OF LMI, LMI SHALL DELIVER TO LENDER (a) AUDITED
CONSOLIDATED FINANCIAL STATEMENTS AS OF THE END ORND FOR SUCH FISCAL YEAR, IN EACH CASE CERTIFIED
BY A CERTIFIED PUBLIC ACCOUNTANT ACCEPTABLE TO LENER; AND A COPY OF SUCH ACCOUNTANT'S MANAGEMEN
LETTER, IF ANY AND (b) A COMPLETE COPY OF ITS FORNMIOK FILED WITH THE SECURITIES AND EXCHANGE
COMMISSION ("SEC"). NO FINANCIAL STATEMENT SHALL CQITAIN A DISCLAIMER OF OPINION OR QUALIFIED OPINION
EXCEPT SUCH AS LENDER IN ITS SOLE DISCRETION MAY OERMINE TO BE IMMATERIAL.

9.2.2 WITHIN 95 DAYS AFTER THE END OF EACH OF ITS$CAL YEARS AND WITHIN 50 DAYS AFTER THE END OF EAB OF
ITS FISCAL QUARTERS, LFC SHALL DELIVER TO LENDER IS INTERNALLY PREPARED FINANCIAL STATEMENTS AS OF
THE END OF AND FOR SUCH FISCAL YEAR OR FISCAL QUARER, IN EACH CASE CERTIFIED BY A CERTIFIED PUBLIC
ACCOUNTANT ACCEPTABLE TO LENDER; AND A COPY OF SUCACCOUNTANT'S MANAGEMENT LETTER, IF ANY. NO
DOCUMENT OR REPORT SHALL CONTAIN A DISCLAIMER OF AQRION OR QUALIFIED OPINION EXCEPT SUCH AS LENDER
IN ITS SOLE DISCRETION MAY DETERMINE TO BE IMMATERAL.

9.2.3 WITHIN 50 DAYS AFTER THE END OF EACH OF LFC/AND LMI'S FISCAL QUARTERS, THE LOAN PARTIES SHALL
DELIVER TO LENDER A COMPLIANCE CERTIFICATE, SUBSTANALLY IN THE FORM ATTACHED AS EXHIBIT C,
PROPERLY COMPLETED AND SIGNED BY LMI'S CHIEF FINANBL OFFICER OR OTHER AUTHORIZED OFFICER
ACCEPTABLE TO LENDER.

9.2.4 WITHIN 50 DAYS AFTER THE END OF EACH OF IT9$CAL QUARTERS, LMI SHALL DELIVER TO LENDER ITS (a)
INTERNALLY PREPARED CONSOLIDATED FINANCIAL STATEMEN'S AS OF THE END OF AND FOR SUCH FISCAL
QUARTER, AND FOR THE FISCAL YEAR TO DATE AND (b) £OMPLETE COPY OF ITS FORM 10Q FILED WITH THE SEC.

9.2.5 WITHIN 5 DAYS AFTER DELIVERY TO ITS SHAREHOLERS OR THE SEC, LMI SHALL DELIVER TO LENDER COPIE3F
ALL PROXY STATEMENTS, FINANCIAL STATEMENTS AND REP@TS (OTHER THAN FORMS 10K AND 10Q) AND OTHER
DOCUMENTS WHICH IT SENDS TO ITS SHAREHOLDERS OR THEEC.

9.2.6 FROM TIME TO TIME, EACH LOAN PARTY SHALL PRONDE TO LENDER SUCH INFORMATION AS LENDER MAY
REASONABLY REQUEST CONCERNING THE FINANCIAL CONDITON AND BUSINESS AFFAIRS OF SUCH LOAN PARTY, OR
OF ANY PARTNERS IN SUCH LOAN PARTY.
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ARTICLE X
AFFIRMATIVE COVENANTS

UNTIL TERMINATION OF THE AVAILABILITY OF ADVANCES AND PAYMENT AND PERFORMANCE IN FULL OF ALL
OBLIGATIONS OF EACH LOAN PARTY UNDER THE LOAN DOCUMNTS, EACH LOAN PARTY AGREES THAT, EXCEPT AS
OTHERWISE AGREED BY LENDER IN WRITING:

10.1 INSPECTION RIGHTS. AT ANY REASONABLE TIME, ANIFROM TIME TO TIME, IT WILL PERMIT LENDER TO EXAMINE
AND MAKE COPIES OF AND ABSTRACTS FROM ITS RECORDSW BOOKS OF ACCOUNT, TO VISIT ITS PROPERTIES AND
TO DISCUSS ITS AFFAIRS, FINANCES AND ACCOUNTS WITANY OF ITS OFFICERS OR REPRESENTATIVES.

10.2 COLLATERAL AUDITS. IT WILL PERMIT LENDER BY ORTHROUGH ANY OF LENDER'S REPRESENTATIVES,
ATTORNEYS OR ACCOUNTANTS AND AT THE EXPENSE OF THEDAN PARTIES, AT SUCH INTERVALS AS MAY BE
REQUIRED BY LENDER IN ITS SOLE DISCRETION, TO CONDZY AUDITS OF AND TO VERIFY, THE COLLATERAL.

10.3 KEEPING OF BOOKS AND RECORDS. IT WILL KEEP AQEJATE RECORDS AND BOOKS OF ACCOUNT IN WHICH
COMPLETE ENTRIES WILL BE MADE REFLECTING ALL MATERAL FINANCIAL TRANSACTIONS, AND EXCEPT AS
OTHERWISE SPECIFICALLY PROVIDED HEREIN, WILL PREPARALL FINANCIAL STATEMENTS, COMPUTATIONS AND
INFORMATION REQUIRED HEREUNDER IN ACCORDANCE WITH GAP.

10.4 OTHER OBLIGATIONS. IT WILL PAY AND DISCHARGE BFORE THE SAME SHALL BECOME DELINQUENT ALL
INDEBTEDNESS, TAXES AND OTHER OBLIGATIONS FOR WHICH IS LIABLE OR TO WHICH ITS INCOME OR PROPERTY IS
SUBJECT AND ALL CLAIMS FOR LABOR AND MATERIALS OR SPPLIES WHICH, IF UNPAID, MIGHT BECOME BY LAW A
LIEN UPON ITS ASSETS, UNLESS IT IS CONTESTING THEDEBTEDNESS, TAXES, OR OTHER OBLIGATIONS IN GOOD
FAITH AND PROVISION HAS BEEN MADE TO THE REASONABLEATISFACTION OF LENDER FOR THE PAYMENT THEREOF
IN THE EVENT ANY SUCH CONTEST IS DETERMINED ADVERSE TO IT.

10.5 INSURANCE. IT WILL PROVIDE, MAINTAIN AND DELIVER TO LENDER POLICIES OF INSURANCE UPON ALL OF THE
COLLATERAL, AND ON ITS PROPERTIES AND OPERATIONS ARRIED WITH COMPANIES ACCEPTABLE TO LENDER, IN
SUCH FORM AND AMOUNTS AND COVERING SUCH RISKS AS INDER MAY REQUIRE, WITH LOSS PAYABLE TO LENDER.

10.6 ERISA COMPLIANCE. IT WILL CAUSE EACH PLAN TO OMPLY IN ALL MATERIAL RESPECTS WITH ERISA AND ANY
OTHER APPLICABLE LAWS, WILL PROMPTLY MAKE ALL CONTRBUTIONS NECESSARY TO MEET THE MINIMUM
FUNDING STANDARDS SET FORTH IN ERISA AND WILL PROMR.Y NOTIFY LENDER OF THE OCCURRENCE OF ANY
"REPORTABLE EVENT" (AS DEFINED IN ERISA) OR ANY OTHR EVENT WHICH MIGHT CONSTITUTE GROUNDS FOR
TERMINATION OF ANY ERISA PLAN. IT WILL NOT TERMINATE ANY ERISA PLAN NOR PERMIT TO EXIST ANY
"TERMINATION EVENT" (AS DEFINED IN ERISA).

10.7 COMPLIANCE WITH LAWS. IT SHALL COMPLY IN ALL MATERIAL RESPECTS WITH ALL FEDERAL, STATE, REGIONAL,
LOCAL AND OTHER GOVERNMENTAL LAWS, REGULATIONS ANDORDINANCES (INCLUDING BUT NOT LIMITED TO ALL
ENVIRONMENTAL LAWS, ACCESS LAWS AND THE FAIR LABORSTANDARDS ACT) AND PROMPTLY PROVIDE WRITTEN
NOTICE TO LENDER OF THE RECEIPT OF ANY NOTICE OFOLATION THEREOF FROM ANY GOVERNMENTAL AUTHORITY
WHICH VIOLATION, ALONE OR TOGETHER WITH ANY OTHER 8CH VIOLATIONS,
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COULD REASONABLY BE EXPECTED TO HAVE A MATERIAL ADV ERSE EFFECT ON ITS BUSINESS, ASSETS
OPERATIONS OR CONDITION, FINANCIAL OR OTHERWISE.

10.8 MANAGEMENT. IT WILL MAINTAIN EXECUTIVE AND MAN AGEMENT PERSONNEL WITH QUALIFICATIONS AND
EXPERIENCE AT LEAST COMPARABLE TO CURRENT EXECUTIVEND MANAGEMENT PERSONNEL AND WILL PROVIDE
PRIOR WRITTEN NOTICE TO LENDER OF ANY CHANGE IN SUHCPERSONNEL.

10.9 NOTIFICATION. PROMPTLY AFTER LEARNING THEREOHRT WILL NOTIFY LENDER IN WRITING OF:

10.9.1 THE OCCURRENCE OF ANY DEFAULT, AND IF SUCHEPAULT IS THEN CONTINUING, A CERTIFICATE OF ITS CHEF
FINANCIAL OFFICER OR OTHER AUTHORIZED OFFICER SETNIG FORTH THE DETAILS THEREOF AND THE ACTION
WHICH IT IS TAKING OR PROPOSES TO TAKE WITH RESPEQHERETO,;

10.9.2 THE OCCURRENCE OF ANY RELEASE OF ANY HAZARDG SUBSTANCES ONTO OR AFFECTING ANY OF ITS
PROPERTY OR ANY ADJACENT PROPERTY, ANY COLLATERAIOR ANY OTHER ENVIRONMENTAL PROBLEM OR
LIABILITY WITH RESPECT TO ANY SUCH PROPERTY; AND

10.9.3 THE DETAILS OF ANY CLAIM, LIEN, LITIGATION,ADMINISTRATIVE PROCEEDING OR JUDGMENT INVOLVING
$500,000 OR MORE INDIVIDUALLY OR IN THE AGGREGATE HIREATENED, INSTITUTED OR COMPLETED AGAINST ANY
LOAN PARTY, ANY COLLATERAL OR ANY ASSETS OF ANY LOAN PARTY, INCLUDING BUT NOT LIMITED TO ANY AND

ALL ENFORCEMENT, CLEANUP, REMOVAL OR OTHER GOVERNMETAL OR REGULATORY PROCEEDINGS PURSUANT TO
ANY ENVIRONMENTAL LAWS.

10.9.4 ANY MATERIAL ADVERSE CHANGE IN THE FINANCIALCONDITION OF ANY LOAN PARTY.

10.10 DEPOSIT ACCOUNTS. LFC AND LMI SHALL MAINTAINTHEIR PRIMARY OPERATING DEPOSIT ACCOUNTS WITH
LENDER.

10.11 LOAN AGREEMENTS. LMI SHALL PROVIDE LENDER WIHA COPIES OF ALL LOAN AGREEMENTS COVERING ANY
FLOOR PLAN LENDING OR ACQUISITION FINANCING PROVIDE BY ANY PERSON TO LMI OR ITS SUBSIDIARIES.

ARTICLE XI
NEGATIVE COVENANTS

UNTIL TERMINATION OF THE AVAILABILITY OF ADVANCES AND PAYMENT AND PERFORMANCE IN FULL OF ALL
OBLIGATIONS OF EACH LOAN PARTY UNDER THE LOAN DOCUMNTS, EACH LOAN PARTY AGREES THAT, EXCEPT WITH
THE WRITTEN CONSENT OF LENDER:

11.1 LIQUIDATION, MERGER, ETC. LFC SHALL NOT WIND B, LIQUIDATE OR DISSOLVE ITSELF, REORGANIZE, MERGEBR
CONSOLIDATE WITH OR INTO, OR CONVEY, SELL, ASSIGN,RANSFER, LEASE OR OTHERWISE DISPOSE OF (WHETHER IN
ONE TRANSACTION OR IN A SERIES OF TRANSACTIONS) ALOR SUBSTANTIALLY ALL OF ITS ASSETS (WHETHER NOW
OWNED OR HEREAFTER ACQUIRED) TO ANY PERSON, OR ACQRE ALL OR A SUBSTANTIAL PORTION OF THE ASSETS C
THE BUSINESS OF ANY PERSON, EXCEPT FOR PURCHASESINFENTORY AND EQUIPMENT IN THE ORDINARY COURSE
OF BUSINESS.

11.2 SALE OF ASSETS. LFC SHALL NOT SELL, LEASE ORIPOSE OF ANY PORTION OF ITS BUSINESS OR ASSETS ERT
FOR SALES OF INVENTORY IN THE ORDINARY COURSE OF EBBINESS, SALES OF EQUIPMENT
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WHICH IS PROMPTLY REPLACED WITH EQUIPMENT OF EQUAL OR GREATER VALUE AND SALES OF OBSOLETE
EQUIPMENT FOR NOT LESS THAN FAIR MARKET VALUE.

11.3 GUARANTIES, ETC. LFC SHALL NOT ASSUME, GUARANEE, ENDORSE OR OTHERWISE BECOME DIRECTLY OR
CONTINGENTLY LIABLE FOR, NOR OBLIGATED TO PURCHASERAY OR PROVIDE FUNDS FOR PAYMENT OF, ANY
OBLIGATION OR INDEBTEDNESS OF ANY OTHER PERSON.

11.4 LOANS AND INVESTMENTS. LFC SHALL NOT MAKE OR ONTRACT TO MAKE ANY LOAN OR ADVANCE TO ANY
PERSON, OR PURCHASE OR OTHERWISE ACQUIRE, ANY CARITSTOCK, ASSETS, OBLIGATIONS, OR OTHER SECURITIES
OF, MAKE ANY CAPITAL CONTRIBUTIONS TO, OR OTHERWISENVEST IN OR ACQUIRE ANY INTEREST IN ANY PERSON,
OR PARTICIPATE AS A PARTNER OR JOINT VENTURER WITANY OTHER PERSON.

11.5 LIENS. SUBJECT TO PERMITTED LIENS, NEITHER LRGOR LAl SHALL AT ANY TIME GRANT OR PERMIT TO EXISTA
SECURITY INTEREST IN ANY OR ALL OF ITS PRESENTLY OMED OR HEREAFTER ACQUIRED REAL OR PERSONAL
PROPERTY, EXCEPT IN FAVOR OF LENDER.

11.6 LIMITATIONS ON DIVIDENDS. IT SHALL NOT DECLAREOR PAY ANY DIVIDEND ON ANY CLASS OF ITS CAPITAL
STOCK (EXCEPT THOSE PAYABLE SOLELY IN ITS CAPITALBOCK); OR PURCHASE, REDEEM OR OTHERWISE MAKE ANY
DISTRIBUTION WITH RESPECT TO SUCH CAPITAL STOCK, RR/IDED, HOWEVER, THAT LFC AND LSI MAY MAKE
DIVIDENDS OR DISTRIBUTIONS TO LMI.

11.7 TYPE OF BUSINESS. IT SHALL NOT MAKE ANY MATERIL CHANGE IN THE CHARACTER OF ITS BUSINESS.
11.8 STRUCTURE. IT SHALL NOT MAKE ANY MATERIAL CHANGE IN ITS CORPORATE STRUCTURE.

11.9 DEBT. WITHOUT THE PRIOR WRITTEN CONSENT OF LBE¥R, LFC SHALL NOT INCUR OR PERMIT TO EXIST ANY
INDEBTEDNESS TO ANY PERSON OR ANY OBLIGATIONS AS ISSEE ON CAPITAL LEASES, OTHER THAN INDEBTEDNESS
TO LENDER, AND SHORT TERM TRADE OBLIGATIONS INCURRE IN THE ORDINARY COURSE OF BUSINESS.

11.10 TRANSACTIONS WITH AFFILIATES. LFC SHALL NOT ETER INTO ANY TRANSACTION WITH ANY AFFILIATE,
INCLUDING, WITHOUT LIMITATION, THE PURCHASE, SALEOR EXCHANGE OF PROPERTY OR THE RENDERING OF ANY
SERVICE, EXCEPT IN THE ORDINARY COURSE OF BUSINE®S8ID UPON FAIR AND REASONABLE TERMS NO LESS
FAVORABLE TO IT THAN THOSE THAT WOULD PREVAIL IN ACOMPARABLE ARM'S-LENGTH TRANSACTION WITH A
PERSON NOT AN AFFILIATE.

ARTICLE Xl
DEFAULT

12.1 EVENTS OF DEFAULT. THE OCCURRENCE OF ANY OF EHFOLLOWING SHALL CONSTITUTE AN EVENT OF DEFAULT
UNDER THIS AGREEMENT AND EACH OF THE LOAN DOCUMENTS

12.1.1 ANY LOAN PARTY FAILS TO PAY ANY PRINCIPAL,NTEREST, FEES OR ANY OTHER AMOUNT WHEN DUE UNDER
THIS AGREEMENT, ANY NOTE OR ANY OTHER LOAN DOCUMENT

12.1.2 ANY DEFAULT OCCURS UNDER OR ANY LOAN PARTYAILS TO PAY, PERFORM OR COMPLY WITH ANY TERM,
CONDITION, COVENANT OR OBLIGATION IN THIS AGREEMENTANY OTHER LOAN
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DOCUMENT, OR ANY OTHER AGREEMENT BETWEEN ANY LOAN P ARTY OR ANY SUBSIDIARY OF ANY LOAN PARTY
AND LENDER OR ANY AFFILIATE OF LENDER OR U.S. BANCO RP.

12.1.3 ANY DEFAULT OCCURS UNDER OR ANY LOAN PARTY ®ANY SUBSIDIARY OF ANY LOAN PARTY FAILS TO PAY,
PERFORM OR COMPLY WITH ANY TERM, CONDITION, COVENAIN OR OBLIGATION IN ANY AGREEMENT BETWEEN ANY
LOAN PARTY OR ANY SUBSIDIARY OF ANY LOAN PARTY ANDFORD MOTOR CREDIT COMPANY, TOYOTA MOTOR
CREDIT CORP., CHRYSLER FINANCIAL COMPANY, L.L.C., ENERAL MOTORS ACCEPTANCE CORPORATION OR ANY
PRESENT OR FUTURE LENDER TO ANY LOAN PARTY OR ANYUBSIDIARY OF ANY LOAN PARTY.

12.1.4 ANY INDEBTEDNESS OF ANY LOAN PARTY UNDER ANYOTE, INDENTURE, AGREEMENT, UNDERTAKING OR
OBLIGATION OF ANY KIND TO ANY PERSON BECOMES DUE BWWCCELERATION OR OTHERWISE AND IS NOT PAID.

12.1.5 ANY DEFAULT UNDER ANY SECURITY INSTRUMENT SEURING ANY INDEBTEDNESS OR OBLIGATION OF ANY
LOAN PARTY TO LENDER OR ANY SECURITY INTEREST OR EN CREATED OR PURPORTED TO BE CREATED BY ANY
SECURITY DOCUMENT SHALL CEASE TO BE, OR SHALL BE AERTED BY ANY PERSON NOT TO BE, A VALID, FIRST
PRIORITY SECURITY INTEREST OR LIEN, SUBJECT ONLY TRERMITTED LIENS.

12.1.6 ANY GUARANTY SHALL CEASE TO BE, OR SHALL BRSSERTED BY ANY PERSON NOT TO BE, IN FULL FORCE AND
EFFECT.

12.1.7 ANY WARRANTY, REPRESENTATION, STATEMENT, ORIFORMATION MADE OR FURNISHED TO LENDER BY OR ON
BEHALF OF ANY LOAN PARTY PROVES TO HAVE BEEN FALSBR MISLEADING IN ANY MATERIAL RESPECT WHEN MADE
OR FURNISHED OR WHEN DEEMED MADE OR FURNISHED, OREBOMES FALSE OR MISLEADING AT ANY TIME
THEREAFTER.

12.1.8 ANY PROCEEDING UNDER ANY BANKRUPTCY OR INSGMENCY LAWS IS COMMENCED BY OR AGAINST, A
RECEIVER IS APPOINTED FOR ANY PART OF THE PROPERDF, OR ANY ATTACHMENT, SEIZURE OR LEVY IS MADE ON
ANY PROPERTY OF, ANY LOAN PARTY; OR ANY LOAN PARTYBECOMES INSOLVENT.

12.1.9 ANY LOAN PARTY IS DISSOLVED OR LIQUIDATED ORANY LOAN PARTY TAKES ANY ACTION TO AUTHORIZE A
DISSOLUTION OR LIQUIDATION.

12.1.10 A MATERIAL PORTION OF ANY LOAN PARTY'S ORINARY BUSINESS OPERATIONS CEASES OR IS INTERRUPTED
FOR A TIME DEEMED MATERIAL BY LENDER.

12.1.11 ANY JUDGMENT, WRIT OF ATTACHMENT OR SIMILARPROCESS IN AN AMOUNT IN EXCESS OF $250,000
INDIVIDUALLY OR IN THE AGGREGATE SHALL BE ENTERED @R FILED AGAINST ANY LOAN PARTY OR ANY PROPERTY
OF ANY LOAN PARTY AND REMAINS UNPAID, UNVACATED, UNBONDED OR UNSTAYED FOR A PERIOD OF 30 DAYS OR
MORE.

12.1.12 ANY LOAN PARTY FAILS TO PROVIDE LENDER WITHFINANCIAL INFORMATION PROMPTLY WHEN REQUESTED.

12.1.13 SIDNEY B. DEBOER, OR A SUCCESSOR OR SUCCERS REASONABLY ACCEPTABLE TO LENDER CEASES TO OWN
AND CONTROL, FREE AND CLEAR OF ENCUMBRANCES, A SURFENT PERCENTAGE OF THE VOTING INTERESTS OF
LITHIA HOLDINGS, LLC ("LH") TO ENABLE HIM AT ALL TI MES TO APPROVE ANY
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MATTER TO BE VOTED BY THE MANAGERS OR MEMBERS OF LH , INCLUDING, WITHOUT LIMITATION, THE RIGHT
AT ALL TIMES TO ELECT THE MANAGERS OF LH.

12.1.14 LH CEASES TO OWN OF RECORD AND BENEFICIALL¥REE AND CLEAR OF ANY AND ALL ENCUMBRANCES,
SUFFICIENT ISSUED AND OUTSTANDING VOTING SECURITIESF LMI TO HAVE THE UNFETTERED ABILITY AT ALL
TIMES TO APPROVE ANY MATTER TO BE VOTED UPON BY THETOCKHOLDERS OF LMI, AND AT ALL TIMES TO
DESIGNATE A MAJORITY OF THE BOARD OF DIRECTORS ORML.

12.1.15 THERE IS ANY CHANGE IN OWNERSHIP OF ANY OHE CAPITAL STOCK OF LFC OR LSI.

12.1.16 LENDER REASONABLY DETERMINES THAT THERE HABEEN A MATERIAL ADVERSE CHANGE IN THE FINANCIAL
CONDITION OR MANAGEMENT OF ANY LOAN PARTY OR LENDERREASONABLY DEEMS ITSELF INSECURE WITH
RESPECT TO THE PAYMENT OR PERFORMANCE OF ANY OBLIGRONS OF ANY LOAN PARTY TO LENDER.

12.2 CONSEQUENCES OF DEFAULT,; LENDER'S RIGHTS ANIEREDIES. TIME IS OF THE ESSENCE OF THIS AGREEMENT.

12.2.1 UPON THE OCCURRENCE OF ANY EVENT OF DEFAUKBND AT ANY TIME THEREAFTER LENDER MAY, AT ITS SOLE
OPTION, DO ANY ONE OR MORE OF THE FOLLOWING:

(a) WITHOUT NOTICE TO ANY LOAN PARTY, TERMINATE THEAVAILABILITY OF ADVANCES AND DECLARE THE ENTIRE
OUTSTANDING BALANCE OF PRINCIPAL AND INTEREST ON TH NOTES AND OTHER AMOUNTS DUE UNDER THE LETTER
OF CREDIT, LC AGREEMENT AND OTHER LOAN DOCUMENTS IMEDIATELY DUE AND PAYABLE, WHEREUPON THE
SAME SHALL BECOME IMMEDIATELY DUE AND PAYABLE WITHOUT PRESENTMENT, DEMAND, PROTEST OR OTHER
REQUIREMENTS OF ANY KIND, ALL OF WHICH ARE EXPRESSLWAIVED BY EACH LOAN PARTY; PROVIDED, HOWEVER,
THAT IF ANY PROCEEDING UNDER ANY BANKRUPTCY OR INSOVENCY LAWS IS COMMENCED BY OR AGAINST ANY
LOAN PARTY, THE AVAILABILITY OF ADVANCES SHALL BE IMMEDIATELY TERMINATED WITHOUT NOTICE AND THE
ENTIRE OUTSTANDING BALANCE OF PRINCIPAL AND INTERE® ON THE NOTES AND OTHER AMOUNTS DUE UNDER THE
LOAN DOCUMENTS SHALL AUTOMATICALLY BECOME IMMEDIATELY DUE AND PAYABLE WITHOUT PRESENTMENT,
DEMAND, PROTEST OR OTHER REQUIREMENTS OF ANY KINBLL OF WHICH ARE EXPRESSLY WAIVED BY EACH LOAN
PARTY.

(b) EXERCISE ANY AND ALL OTHER RIGHTS AND REMEDIE®ROVIDED IN THE LOAN DOCUMENTS AND IN ANY RELATEL
AGREEMENTS AND DOCUMENTS, AND AS OTHERWISE PROVIDEBY LAW.

12.2.2 NOTWITHSTANDING ANY RIGHT TO CURE EVENTS OBEFAULT PROVIDED IN ANY NOTE OR ANY OF THE OTHER
LOAN DOCUMENTS, EACH LOAN PARTY AGREES THAT SUCH LAN PARTY SHALL HAVE ONLY SUCH CURE RIGHTS AS
MAY BE SET FORTH HEREIN.

ARTICLE Xl
HAZARDOUS SUBSTANCES

13.1 REPRESENTATIONS AND WARRANTIES. EXCEPT AS DIBGSED TO AND ACKNOWLEDGED BY LENDER IN WRITING,
EACH LOAN PARTY REPRESENTS AND WARRANTS THAT:

(a) DURING THE PERIOD OF THE OWNERSHIP OR OPERATI@QN THE REAL PROPERTY WHERE IT OPERATES ITS
BUSINESS OR WHERE THE COLLATERAL IS LOCATED (THE ROPERTIES"), THERE HAS BEEN NO USE, GENERATION,
MANUFACTURE,
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STORAGE, TREATMENT, DISPOSAL, RELEASE OR THREATENHERELEASE OF ANY HAZARDOUS SUBSTANCE BY ANY
PERSON ON, UNDER, ABOUT OR FROM ANY OF THE PROPERBIEXCEPT, WITH RESPECT TO PROPERTIES USED AS
AUTOMOBILE DEALERSHIPS, SUCH USE AND STORAGE AS [RUSTOMARY IN THE OPERATION OF AN AUTOMOBILE
DEALERSHIP AND HAS BEEN CONDUCTED IN ACCORDANCE WH ALL APPLICABLE FEDERAL, STATE AND LOCAL,
LAWS, REGULATIONS AND ORDINANCES; (b) IT HAS NO KN@/LEDGE OF, OR REASON TO BELIEVE THAT THERE HAS
BEEN (i) ANY USE, GENERATION, MANUFACTURE, STORAGH,REATMENT, DISPOSAL, RELEASE, OR THREATENED
RELEASE OF ANY HAZARDOUS SUBSTANCE ON, UNDER, ABOUDR FROM THE PROPERTIES BY ANY PRIOR OWNERS OR
OCCUPANTS OF ANY OF THE PROPERTIES EXCEPT, WITH REECT TO PROPERTIES USED AS AUTOMOBILE DEALERSHII
SUCH USE AND STORAGE AS IS CUSTOMARY IN THE OPERAON OF AN AUTOMOBILE DEALERSHIP AND HAS BEEN
CONDUCTED IN ACCORDANCE WITH ALL APPLICABLE FEDERALSTATE AND LOCAL, LAWS, REGULATIONS AND
ORDINANCES, OR (ii) ANY ACTUAL OR THREATENED LITIGAION OR CLAIMS OF ANY KIND BY ANY PERSON RELATING
TO SUCH MATTERS. THE REPRESENTATIONS AND WARRANTIESONTAINED HEREIN ARE BASED ON THE LOAN PARTIE
DUE DILIGENCE IN INVESTIGATING THE PROPERTIES FORAZARDOUS SUBSTANCES.

13.2 ACTIVITIES. EXCEPT AS AGREED TO BY LENDER IN RITING, EACH LOAN PARTY AGREES THAT IT WILL NOT, AND
WILL NOT PERMIT ANY TENANT, CONTRACTOR, AGENT OR ORER AUTHORIZED USER OF ANY OF THE PROPERTIES TO
USE, GENERATE, MANUFACTURE, STORE, TREAT, DISPOSE R RELEASE ANY HAZARDOUS SUBSTANCE ON, UNDER,
ABOUT OR FROM ANY OF THE PROPERTIES; PROVIDED, HOWER, THAT WITH RESPECT TO ANY AUTOMOBILE
DEALERSHIP, IT MAY USE AND STORE SUCH HAZARDOUS SIBSANCES AS ARE CUSTOMARY IN THE OPERATION OF AN
AUTOMOBILE DEALERSHIP, SO LONG AS SUCH USE, STORAGEND ANY OTHER PERMITTED ACTIVITY IS CONDUCTED It
COMPLIANCE WITH ALL APPLICABLE FEDERAL, STATE, ANDLOCAL LAWS, REGULATIONS, AND ORDINANCES.

13.3 INSPECTIONS. EACH LOAN PARTY AUTHORIZES LENDERND ITS AGENTS TO ENTER UPON THE PROPERTIES TO
MAKE SUCH INSPECTIONS AND TESTS AS LENDER MAY DEEMPPROPRIATE TO DETERMINE COMPLIANCE OF THE
PROPERTIES WITH THIS SECTION 13. ANY INSPECTIONS ORSTS MADE BY LENDER SHALL BE AT THE EXPENSE OF TH
LOAN PARTIES AND FOR LENDER'S PURPOSES ONLY AND SHANOT BE CONSTRUED TO CREATE ANY RESPONSIBILITY
OR LIABILITY ON THE PART OF LENDER TO ANY LOAN PART OR ANY OTHER PERSON.

13.4 RELEASE AND INDEMNITY. EACH LOAN PARTY HEREBYa) RELEASES AND WAIVES ANY FUTURE CLAIMS AGAINST
LENDER FOR INDEMNITY OR CONTRIBUTION IN THE EVENTT BECOMES LIABLE FOR CLEANUP OR OTHER COSTS
UNDER ANY ENVIRONMENTAL LAWS, AND (b) AGREES TO INIEEMNIFY AND HOLD HARMLESS LENDER AGAINST ANY
AND ALL CLAIMS, LOSSES, LIABILITIES, DAMAGES, PENALTIES, AND EXPENSES WHICH LENDER MAY DIRECTLY OR
INDIRECTLY SUSTAIN OR SUFFER RESULTING FROM A BREACOF THIS SECTION 13 OR AS A CONSEQUENCE OF ANY
USE, GENERATION, MANUFACTURE, STORAGE, DISPOSAL, REASE OR THREATENED RELEASE OF A HAZARDOUS
SUBSTANCE ON THE PROPERTIES.

13.5 SURVIVAL. THE PROVISIONS OF THIS SECTION 13CLUDING THE OBLIGATION TO INDEMNIFY, SHALL SURVIVE
THE REPAYMENT OF THE NOTES AND OTHER LIABILITIES AD OBLIGATIONS OF THE LOAN PARTIES UNDER THIS
AGREEMENT, AND THE TERMINATION OR EXPIRATION OF TH$ AGREEMENT, AND SHALL NOT BE AFFECTED BY
LENDER'S ACQUISITION OF ANY INTEREST IN ANY OF THIPROPERTIES, WHETHER BY FORECLOSURE OR OTHERWISE.

ARTICLE XIV
MISCELLANEOUS
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14.1 NO WAIVER BY LENDER. NO FAILURE OR DELAY OF LHDER IN EXERCISING ANY RIGHT, POWER OR REMEDY
UNDER THIS AGREEMENT OR ANY LOAN DOCUMENT SHALL OPEATE AS A WAIVER OF SUCH RIGHT, POWER OR
REMEDY OF LENDER OR OF ANY OTHER RIGHT. A WAIVER OBRNY PROVISION OF ANY LOAN DOCUMENT SHALL NOT
CONSTITUTE A WAIVER OF OR PREJUDICE LENDER'S RIGKOTHERWISE TO DEMAND STRICT COMPLIANCE WITH THAT
PROVISION OR ANY OTHER PROVISION. ANY WAIVER, PERMI CONSENT OR APPROVAL OF ANY KIND OR CHARACTER
ON THE PART OF LENDER MUST BE IN WRITING AND SHALIBE EFFECTIVE ONLY TO THE EXTENT SPECIFICALLY SET
FORTH IN SUCH WRITING.

14.2 COSTS AND FEES. WITHOUT LIMITING ANY OTHER PROSIONS OF THIS AGREEMENT, EACH LOAN PARTY HEREBY
AGREES TO PAY LENDER ON DEMAND AN AMOUNT EQUAL TO AL COSTS AND EXPENSES INCURRED BY LENDER IN
CONNECTION WITH THE NEGOTIATION, PREPARATION, EXECUON, ADMINISTRATION, AND ENFORCEMENT OF THE
LOAN DOCUMENTS AND THE COLLECTION OF AMOUNTS DUE TQENDER, INCLUDING WITHOUT LIMITATION ALL
RECORDING COSTS, FILING FEES, COSTS OF APPRAISAC®STS OF COLLATERAL AUDITS, COSTS OF PERFECTING,
PROTECTING AND DEFENDING LENDER'S SECURITY INTERESN THE COLLATERAL AND FEES OF IN-HOUSE AND
OUTSIDE COUNSEL. WITHOUT LIMITING THE FOREGOING, IEITIGATION OR ARBITRATION IS COMMENCED TO
ENFORCE OR CONSTRUE ANY TERM OF ANY OF THE LOAN DQMENTS, EACH LOAN PARTY SHALL PAY TO LENDER
ALL COSTS THEREOF, INCLUDING BUT NOT LIMITED TO REAONABLE ATTORNEY FEES IN ANY ARBITRATION, THE
APPELLATE PROCEEDING, PROCEEDING UNDER THE BANKRUEY CODE OR RECEIVERSHIP, AND POST-JUDGMENT
ATTORNEY FEES INCURRED IN ENFORCING ANY JUDGMENT.

14.3 NOTICES. EXCEPT AS OTHERWISE SPECIFICALLY SEDRTH IN ANY LOAN DOCUMENT, ALL NOTICES, REQUESTS
AND DEMANDS HEREUNDER SHALL BE IN WRITING, AND SHAILL BE DEEMED TO HAVE BEEN GIVEN WHEN HAND-
DELIVERED, DELIVERED BY COURIER, WHEN DEPOSITED INHE MAIL AS FIRST CLASS, REGISTERED OR CERTIFIED
MAIL, POSTAGE PREPAID, OR WHEN SENT BY TELECOPIERDDRESSED AS SET FORTH BELOW; PROVIDED, HOWEVER,
THAT ANY REQUEST FOR AN ADVANCE SHALL NOT BE EFFEQVE UNTIL RECEIVED BY LENDER. ANY PARTY MAY AT
ANY TIME CHANGE ITS ADDRESS FOR NOTICES BY GIVING QTICE OF SUCH CHANGE TO THE OTHER PARTIES.

14.4 SHARING OF INFORMATION WITH AFFILIATES. EACH DAN PARTY HEREBY CONSENTS TO THE SHARING OF
INFORMATION CONCERNING OR PROVIDED BY EACH LOAN PARY OR ITS AFFILIATES BY AND AMONG LENDER, U.S.
BANCORP, AND THEIR PRESENT AND FUTURE AFFILIATES,MD THEIR RESPECTIVE PRESENT AND FUTURE OFFICERS,
DIRECTORS, EMPLOYEES, AGENTS AND ADVISORS.

14.5 INTEGRATION; CONFLICTING TERMS. THIS AGREEMENTOGETHER WITH THE OTHER LOAN DOCUMENTS
COMPRISES THE ENTIRE AGREEMENT OF THE PARTIES ON ESUBJECT MATTER HEREOF AND SUPERSEDES AND
REPLACES ALL PRIOR AGREEMENTS, ORAL AND WRITTEN, ORUCH SUBJECT MATTER. IF ANY TERM OF ANY OF THE
OTHER LOAN DOCUMENTS EXPRESSLY CONFLICTS WITH THER®VISIONS OF THIS AGREEMENT, THE PROVISIONS OF
THIS AGREEMENT SHALL CONTROL; PROVIDED, HOWEVER, TAT THE INCLUSION OF SUPPLEMENTAL RIGHTS AND
REMEDIES OF LENDER IN ANY OF THE OTHER LOAN DOCUMERS SHALL NOT BE DEEMED A CONFLICT WITH THIS
AGREEMENT.
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14.6 ASSIGNMENT AND PARTICIPATION. LENDER MAY FROMIME TO TIME ASSIGN OR SELL PARTICIPATING INTERESTS
IN ALL OR ANY PART OF ITS INTEREST IN THIS AGREEMEN, THE NOTES AND THE OTHER LOAN DOCUMENTS.

14.7 SUCCESSORS AND ASSIGNS. THIS AGREEMENT AND TBEHER LOAN DOCUMENTS SHALL BE BINDING UPON AND
INURE TO THE BENEFIT OF THE PARTIES AND THEIR RESREIVE SUCCESSORS AND ASSIGNS, EXCEPT THAT NO LOAN
PARTY MAY ASSIGN OR TRANSFER ANY OF ITS RIGHTS ORBRIGATIONS UNDER ANY LOAN DOCUMENT WITHOUT THE
PRIOR WRITTEN CONSENT OF LENDER.

14.8 SEVERABILITY. IF ANY PROVISION OF THIS AGREEMET OR ANY OF THE LOAN DOCUMENTS IS HELD INVALID
UNDER ANY APPLICABLE LAWS, SUCH INVALIDITY SHALL NOT AFFECT ANY OTHER PROVISION OF THIS AGREEMENT
THAT CAN BE GIVEN EFFECT WITHOUT THE INVALID PROVISON.

14.9 GOVERNING LAW. EXCEPT TO THE EXTENT THAT LENDEHAS GREATER RIGHTS AND REMEDIES UNDER FEDERAL
LAW, THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTBED AND ENFORCED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF OREGON WITHOUT REGARD TO CONFLICTH LAW PRINCIPLES (EXCEPT THAT MATTERS
CONCERNING THE VALIDITY AND PERFECTION OF SECURITWTERESTS COVERED THEREBY SHALL BE GOVERNED BY
THE CONFLICTS OF LAW PROVISIONS OF THE UNIFORM COMBRCIAL CODE).

14.10 ADDITIONAL ACTS. UPON REQUEST BY LENDER, EACHOAN PARTY WILL FROM TIME TO TIME PROVIDE SUCH
INFORMATION, EXECUTE SUCH DOCUMENTS AND DO SUCH ACSTAS MAY REASONABLY BE REQUIRED BY LENDER IN
CONNECTION WITH ANY INDEBTEDNESS OR OBLIGATIONS ORANY OF THEM TO LENDER.

14.11 DOCUMENTS SATISFACTORY TO LENDER. ALL INFORMAON, DOCUMENTS AND INSTRUMENTS REQUIRED TO BE
EXECUTED OR DELIVERED TO LENDER SHALL BE IN FORM AN SUBSTANCE SATISFACTORY TO LENDER.

14.12 EXHIBITS. ALL EXHIBITS REFERRED TO HEREIN ARETTACHED HERETO AND HEREBY INCORPORATED BY
REFERENCE AS IF FULLY SET FORTH HEREIN.

14.13 COMPUTATIONS. ALL INTEREST RATES AND FEES RERRED TO HEREIN SHALL BE COMPUTED ON THE BASIS OF A
360-DAY YEAR AND APPLIED TO THE ACTUAL NUMBER OF DA'S ELAPSED.

14.14 COUNTERPARTS. THIS AGREEMENT MAY BE EXECUTHN ANY NUMBER OF COUNTERPARTS, EACH OF WHICH
SHALL BE DEEMED TO BE AN ORIGINAL, AND ALL OF SAIDCOUNTERPARTS TAKEN TOGETHER SHALL CONSTITUTE ONM
DOCUMENT.

14.15 WAIVER OF JURY TRIAL. EACH LOAN PARTY AND LEMER WAIVE ANY RIGHT TO A TRIAL BY JURY IN ANY ACTION
OR PROCEEDING TO ENFORCE OR DEFEND ANY RIGHTS (Y DER THIS AGREEMENT OR UNDER ANY AMENDMENT,
INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED OR WHIE MAY IN THE FUTURE BE DELIVERED IN CONNECTIOM
HEREWITH OR (b) ARISING FROM ANY BANKING RELATIONSHP EXISTING IN CONNECTION WITH THIS AGREEMENT,
AND EACH AGREE THAT ANY SUCH ACTION OR PROCEEDINGHALL BE TRIED BEFORE A COURT AND NOT BEFORE A
JURY.
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14.16 AGREEMENTS ENFORCEABLE. EACH LOAN PARTY REAFEMS THE REPRESENTATIONS AND WARRANTIES IN EAC
OF THE EXISTING LOAN DOCUMENTS AND ACKNOWLEDGES THA EXCEPT AS AMENDED, SUPERSEDED, OR REPLACED
PREVIOUSLY OR HEREIN, OR TO THE EXTENT INCONSISTENTEREWITH, EACH SUCH LOAN DOCUMENT (OTHER THAN
THE CURRENT LOAN AGREEMENT) REMAINS IN FULL FORCE WD EFFECT AND IS AND SHALL REMAIN VALID AND
ENFORCEABLE IN ACCORDANCE WITH ITS TERMS.

14.17 DISCLOSURE.

UNDER OREGON LAW, MOST AGREEMENTS PROMISES AND COMMMENTS MADE BY LENDERS AFTER OCTOBER 3, 198
CONCERNING LOANS AND OTHER CREDIT EXTENSIONS WHICARE NOT FOR PERSONAL, FAMILY OR HOUSEHOLD
PURPOSES OR SECURED SOLELY BY THE BORROWER'S RENODE MUST BE IN WRITING, EXPRESS CONSIDERATION
AND BE SIGNED BY THE LENDER TO BE ENFORCEABLE.

EACH LOAN PARTY ACKNOWLEDGES RECEIPT OF A COPY OF T HIS AGREEMENT.

LITHIA FINANCIAL CORPORATION LITHIA S ALMIR, INC.

BY: BY:

TITLE: TITLE:

LITHIA MOTORS, INC. U.S. BAN K NATIONAL ASSOCIATION
BY: BY:

TITLE: TITLE:__

LITHIA AIRCRAFT, INC.

BY:
TITLE:
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EXHIBIT A

PROMISSORY NOTE

$27,500,000 Dated a s of:

LITHIA FINANCIAL CORPORATION ("LFC")
LITHIA AIRCRAFT, INC. ("LAI")
U.S. BANK NATIONAL ASSOCIATION ("Lender")

1. TYPE OF CREDIT. This note is given to eviden¢&lS and LAI's obligation to repay all sums whidmder may from time to time
advance to LFC and LAI ("Advances") under a revadviine of credit. No Advances shall be made wihtigkate a maximum amount
outstanding at any one time which exceeds the maximmount shown in Section 2. However, Advancesureter may be borrowed, repaid
and reborrowed, and the aggregate Advances loaredider from time to time may exceed such maxiraoraunt.

2. PRINCIPAL BALANCE. The unpaid principal balanctall Advances outstanding under this note ("HpaktBalance") at one time shall
not exceed $27,500,000 minus the aggregate ouistapdncipal balance of the Term-Out Notes (asrdef in the Loan Agreement between
LFC, LAI, Lender and certain other parties, datedBSeptember 20, 1999, as amended from timenie) ti

3. PROMISE TO PAY. For value received, LFC and I(idividually and collectively, "Borrower") jointhand severally promise to pay to
Lender or order at U.S. Bank National Associati@ammercial Loan Service Center West, 555 South®ektStreet, PL-7, Portland, Oregon
97204, or such other address as Lender may desjghatPrincipal Balance of this note, with intétbereon at the rate(s) specified below.

4. INTEREST RATE. Interest on each Advance hereusball accrue at an annual rate equal to 1.75%thkel one-month LIBOR rate (the
"LIBOR Borrowing Rate") quoted by Lender from Telts Page 3750 or any successor thereto, whichtsh#fiat one-month LIBOR rate in
effect and reset each New York banking day. Lesdeternal records of applicable interest ratedl fleadeterminative in the absence of
manifest error. For determining payment dates {&QR rate loans, the New York banking day shaltheestandard convention. In the event
after the date of initial funding any governmeraathority subjects Lender to any new or additiaterge, fee, withholding or tax of any ki
with respect to any loans hereunder or changes#tkod of taxation of such loans or changes thervesor deposit requirements applicable
to such loans, Borrower shall pay to Lender suditimhal amounts as will compensate Lender for stasts or lost income resulting
therefrom as reasonably determined by Lender.
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5. COMPUTATION OF INTEREST. All interest on thisteowill be computed at the applicable rate based 860-day year and applied to
the actual number of days elapsed.

6. PAYMENT SCHEDULE.
a. PRINCIPAL. Principal shall be paid on JanuaryZ104 ("Maturity Date").

b. INTEREST. Interest shall be paid on the 1stafagach month beginning with the month after thie dlais note is dated, and on the
Maturity Date.

7. PREPAYMENT. Prepayments may be made at anywiti®ut penalty. Principal prepayments will not fpme the date of or change the
amount of any regularly scheduled payment. At itne tof any principal prepayment, all accrued indgriees, costs and expenses shall al:
paid.

8. ALTERNATE PAYMENT DATE. Notwithstanding any oth&erm of this note, if in any month there is ny @& which a scheduled
payment would otherwise be due (e.g. Februarystigh payment shall be paid on the last bankingofityat month.

9. PAYMENT BY AUTOMATIC DEBIT. Borrower hereby authizes Lender to automatically deduct the amouratigérincipal and interest
payments from account number 153600740853 with eerifithere are insufficient funds in the accotmpay the automatic deduction in f
Lender may allow the account to become overdrawheader may reverse the automatic deduction. Begravill pay all the fees on the
account which result from the automatic deductiomduding any overdraft and non-sufficient funderges. If for any reason Lender does
not charge the account for a payment, or if anraat@ payment is reversed, the payment is stillateording to this note. If the account is a
Money Market Account, the number of withdrawalsnfirthat account is limited as set out in the accagn¢ement. Lender may cancel the
automatic deduction at any time in its discretiBrovided, however, if no account number is entatsal/e, Borrower does not want to make
payments by automatic debit.

10. DEFAULT.

a. Any Event of Default under the Amended and Redthoan Agreement between Borrower, Lender, Li8aémir, Inc., and Lithia Motors,
Inc. dated , and any amertgnmeodifications, supplements, renewals, sulistita and replacements thereof or
therefor ("Loan Agreement"), shall be an eventeffadIt hereunder.

b. Without prejudice to any right of Lender to regupayment on demand, upon the occurrence of antef default, Lender may terminate
all commitments to lend, cease making AdvancexfSatd declare the entire unpaid Principal Balameehis note and all accrued unpaid
interest immediately due and payable, without mptprovided, however, that if any proceeding uradgr bankruptcy or insolvency laws is
commenced by or against Borrower, all commitmemisnd shall be immediately terminated without o@tand the entire Principal Balance
and all accrued, unpaid interest shall, withoutagyptbecome immediately due and payable. Upon ttefacluding failure to pay upon final
maturity, Lender, at its option, may also, if petted under applicable law, increase the interdstaa this note by 2% per annum ("Default
Rate"). The interest rate will not
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exceed the maximum rate permitted by applicable lavaddition, if any payment of principal or ingst is 19 or more days past due,
Borrower will be charged a late charge of 5% ofdeénquent payment.

11. EVIDENCE OF PRINCIPAL BALANCE; PAYMENT ON DEMAB. Holder's records shall, at any time, be conekisvidence of the
unpaid Principal Balance and interest owing on tioie. Notwithstanding any other provisions of timi¢e, in the event holder makes
Advances hereunder which result in an unpaid Ryaldalance on this note which at any time excéeesnaximum amount specified in
Section 2, Borrower agrees that all such Advanedh,interest, shall be payable on demand.

12. CREDIT BALANCES; SETOFF. As additional secuffity the payment of the obligations described is ttote or any document securing
or related to the loan evidenced by this note éatively, the "Loan Documents"), and any othergddions of Borrower to Lender of any
nature whatsoever (collectively, the "Obligation®drrower hereby grants to Lender a security @gein, a lien on, and an express
contractual right to set off against all depositacgount balances, cash, and any other propeBpmwbwer now or hereafter in the possession
of Lender and the right to refuse to allow withdedsvfrom any account (collectively, "Setoff"). Lardnay, at any time upon the occurrence
of an Event of Default (notwithstanding any notiequirements or grace/cure periods under thistmraigreements between Borrower and
Lender) Setoff against the Obligations whetherairthe Obligations (including future installmengsg then due or have been accelerated, all
without any advance or contemporaneous notice wiathel of any kind to Borrower, such notice and dedrtaing expressly waived.

13. REQUESTS FOR ADVANCES.

a. Any Advance may be made upon the request oparson or persons authorized to execute and dglieanissory notes to Lender on
behalf of Borrower or any other person authorizedsiiting by Borrower to request Advances.

b. All Advances shall be disbursed by deposit diyeto Borrower's account number 153600740853 Wwéhder, or by cashier's check issued
to Borrower.

c. Borrower agrees that Lender shall have no ofitigao verify the identity of any person makingyaequest pursuant to this note, and
Borrower assumes all risks of the validity and auttation of such requests. In consideration ofderagreeing, at its sole discretion, to nr
Advances upon such requests, Borrower promiseaytdplder, in accordance with the provisions of tite, the Principal Balance together
with interest thereon and other sums due hereuaftbgugh any Advances may have been requestegbysan or persons not authorized to
do so.

14. PERIODIC REVIEW. Lender will review Borrowecsedit accommodations periodically. At the timeloé review, Borrower will furnish
Lender with any additional information regardingrBaver's financial condition and business operatitbrat Lender requests. This
information may include but is not limited to, fimzal statements, tax returns, lists of assetdiahfities, agings of receivables and payables,
inventory schedules, budgets and forecasts. If upaiew, Lender, in its
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sole discretion, determines that there has beeaterial adverse change in Borrower's financial @@nd Borrower will be in default. Upon
default, Lender shall have all rights specifieddirer

15. NOTICES. Any notice hereunder may be given fdnary mail, postage paid and addressed to Bomraivihe last known address of
Borrower as shown on holder's records. If Borroearsists of more than one person, notificationmyf @f said persons shall be complete
notification of all.

16. ATTORNEY FEES. Whether or not litigation or drétion is commenced, Borrower promises to payadits of collecting overdue
amounts. Without limiting the foregoing, in the avéhat holder consults an attorney regarding tifereement of any of its rights under this
note or any document securing the same, or ifrthis is placed in the hands of an attorney forectilbn or if suit or litigation is brought to
enforce this note or any document securing the sBareower promises to pay all costs thereof inrigdsuch additional sums as the court
may adjudge reasonable as attorney fees, inclwiiithgout limitation, costs and attorney fees incdre trial, in any appellate court, in any
proceeding under the bankruptcy code, or in angivecship and post-judgment attorney fees incuimezhforcing any judgment.

17. WAIVERS; CONSENT. Each party hereto, whethekenaco-maker, guarantor or otherwise, waives dilige, demand, presentment for
payment, notice of hon-payment, protest and natigeotest and waives all defenses based on shiptgs impairment of collateral. Without
notice to Borrower and without diminishing or afieg Lender's rights or Borrower's obligations herder, Lender may deal in any manner
with any person who at any time is liable for, opypdes any real or personal property collateral émy indebtedness of Borrower to Lender,
including the indebtedness evidenced by this nfiighout limiting the foregoing, Lender may, in &sle discretion: (a) make secured or
unsecured loans to Borrower and agree to any nuofheaivers, modifications, extensions and renewékny length of such loans,
including the loan evidenced by this note; (b) impalease (with or without substitution of newlateral), fail to perfect a security interest
in, fail to preserve the value of, fail to dispagen accordance with applicable law, any collat@ravided by any person; (c) sue, fail to sue,
agree not to sue, release, and settle or compramitiseany person.

18. JOINT AND SEVERAL LIABILITY. All undertakings bthe undersigned Borrowers are joint and severdlae binding upon any
marital community of which any of the undersignee members. Holder's rights and remedies undenties shall be cumulative.

19. GOVERNING LAW. This note shall be governed oyl @onstrued and enforced in accordance with the &f the State of Oregon
without regard to conflicts of law principles; pided, however, that to the extent that Lender lmaatgr rights or remedies under Federal
this provision shall not be deemed to deprive Lemdsuch rights and remedies as may be availaidenuFederal law.

20. RENEWAL NOTE. This note renews, increases theunt of and modifies the terms of the promissarerexecuted by Borrower dated
November 9, 2000, in the principal amount of $28,800, but shall not be deemed to be a replacefoent to constitute a novation of su
note.
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21. LOAN AGREEMENT. This note is subject to alltes and conditions of, and entitled to all the béseff, the Loan Agreement.

22. SUCCESSORS AND ASSIGNS. The terms of this sbtl be binding upon Borrower, and Borrower's figiersonal representatives,
successors, and assigns, and shall inure to thefibehLender and its successors and assigns.

23. WAIVER OF JURY TRIAL. BORROWER HEREBY WAIVES AN Y AND ALL RIGHT TO TRIAL BY

JURY IN ANY ACTION OR PROCEEDING RELATING TO THISN OTE, ANY DOCUMENTS EXECUTED

IN CONNECTION HEREWITH, THE OBLIGATIONS HEREUNDER, ANY COLLATERAL SECURING THE
OBLIGATIONS, OR ANY TRANSACTION ARISING THEREFROM OR CONNECTED THERETO. BORROWER
REPRESENTS TO LENDER THAT THIS WAIVER IS KNOWINGLY, WILLINGLY AND VOLUNTARILY

GIVEN.

24. DISCLOSURE.

UNDER OREGON LAW, MOST AGREEMENTS, PROMISES A ND COMMITMENTS MADE BY
LENDERS AFTER OCTOBER 3, 1989, CONCERNING LOANS AND OTHER CREDIT EXTENSIONS
WHICH ARE NOT FOR PERSONAL, FAMILY OR HOUSEHOLD PUROSES OR SECURED SOLELY BY
THE BORROWER'S RESIDENCE MUST BE IN WRITING, EXPRESS CONSIDERATION AND BE SIGNED
BY THE LENDER TO BE ENFORCEABLE.

THE UNDERSIGNED HEREBY ACKNOWLEDGES RECEIPT OF A GAPLETED COPY OF THIS

DOCUMENT.

LITHIA FINANCIAL CORPORATION LITHIA AIRCRAFT, INC.
By: By:_

Title: Title:
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EXHIBIT B
PREPAYMENT FEE

PREPAYMENT: THERE SHALL BE NO PREPAYMENTS OF THISINE, PROVIDED THAT THE BANK MAY CONSIDER
REQUESTS FOR ITS CONSENT WITH RESPECT TO PREPAYMEDH THIS NOTE, WITHOUT INCURRING AN OBLIGATION TO
DO SO, AND THE BORROWER ACKNOWLEDGES THAT IN THE BBNT THAT SUCH CONSENT IS GRANTED, THE BORROW
SHALL BE REQUIRED TO PAY THE BANK, UPON PREPAYMENDF ALL OR PART OF THE PRINCIPAL AMOUNT BEFORE
FINAL MATURITY, A PREPAYMENT FEE EQUAL TO THE MAXIMUM OF: (a) ZERO, OR (b) THAT AMOUNT, CALCULATED ON
ANY PREPAYMENT DATE, WHICH IS DERIVED BY SUBTRACTING: (a) THE PRINCIPAL AMOUNT OF THE NOTE OR PORTION
OF THE NOTE TO BE PREPAID FROM (b) THE NET PRESEMALUE OF THE NOTE OR PORTION OF THE NOTE TO BE
PREPAID ON SUCH DATE OF PREPAYMENT; PROVIDED, HOWER, THAT THE PREPAYMENT FEE SHALL NOT IN ANY
EVENT EXCEED THE MAXIMUM PREPAYMENT FEE PERMITTED B APPLICABLE LAW.

"NET PRESENT VALUE" SHALL MEAN THE AMOUNT WHICH ISDERIVED BY SUMMING THE PRESENT VALUES OF EACH
PROSPECTIVE PAYMENT OF PRINCIPAL AND INTEREST WHICHVITHOUT SUCH FULL OR PARTIAL PREPAYMENT, COULI
OTHERWISE HAVE BEEN RECEIVED BY THE BANK OVER THEMBORTER OF THE REMAINING CONTRACTUAL LIFE OF THE
NOTE OR NEXT REPRICING DATE IF THE BANK HAD INSTEADNITIALLY INVESTED THE NOTE PROCEEDS AT THE INITIA
MONEY MARKET RATE. THE INDIVIDUAL DISCOUNT RATE USBED TO PRESENT VALUE EACH PROSPECTIVE PAYMENT OF
INTEREST AND/OR PRINCIPAL SHALL BE THE MONEY MARKETRATE AT PREPAYMENT FOR THE MATURITY MATCHING
THAT OF EACH SPECIFIC PAYMENT OF PRINCIPAL AND/ORNTEREST.

"INITIAL MONEY MARKET RATE" SHALL MEAN THE RATE PER ANNUM, DETERMINED SOLELY BY THE BANK, ON THE
FIRST DAY OF THE TERM OF THIS NOTE OR THE MOST REQE REPRICING DATE OR AS MUTUALLY AGREED UPON BY
THE BORROWER AND THE BANK, AS THE RATE AT WHICH THBANK WOULD BE ABLE TO BORROW FUNDS IN MONEY
MARKETS FOR THE AMOUNT OF THIS NOTE AND WITH AN INEREST PAYMENT FREQUENCY AND PRINCIPAL
REPAYMENT SCHEDULE EQUAL TO THIS NOTE AND FOR A TER AS MAY BE ARRANGED AND AGREED UPON BY THE
BORROWER AND THE BANK. SUCH A RATE SHALL INCLUDE FIZ INSURANCE, RESERVE REQUIREMENTS AND OTHER
EXPLICIT OR IMPLICIT COSTS LEVIED BY ANY REGULATORYAGENCY. BORROWER ACKNOWLEDGES THAT THE BANK |
UNDER NO OBLIGATION TO ACTUALLY PURCHASE AND/OR MATH FUNDS FOR THE INITIAL MONEY MARKET RATE OF
THIS NOTE.

"MONEY MARKET RATE AT PREPAYMENT" SHALL MEAN THAT ZERO-COUPON RATE, CALCULATED ON THE DATE OF
PREPAYMENT, AND DETERMINED SOLELY BY THE BANK, AS HE RATE IN WHICH THE BANK WOULD BE ABLE TO
BORROW FUNDS IN MONEY MARKETS FOR THE PREPAYMENT AOUNT MATCHING THE MATURITY OF A SPECIFIC
PROSPECTIVE NOTE PAYMENT OR REPRICING DATE. SUCHRATE SHALL INCLUDE FDIC INSURANCE, RESERVE
REQUIREMENTS AND OTHER EXPLICIT OR IMPLICIT COSTSRVIED BY ANY REGULATORY AGENCY. A SEPARATE

MONEY MARKET RATE AT PREPAYMENT WILL BE CALCULATEDFOR EACH PROSPECTIVE INTEREST AND/OR PRINCIPAL
PAYMENT DATE.

"MONEY MARKETS" SHALL MEAN ONE OR MORE WHOLESALE FBIDING MECHANISMS AVAILABLE TO THE BANK,
INCLUDING NEGOTIABLE CERTIFICATES OF DEPOSIT, EURGDLLAR DEPOSITS, BANK NOTES, FED FUNDS, INTEREST
RATE SWAPS, OR OTHERS.

IN CALCULATING THE AMOUNT OF SUCH A PREPAYMENT FEETHE BANK IS HEREBY AUTHORIZED BY THE BORROWER
TO MAKE SUCH ASSUMPTIONS REGARDING THE SOURCE OF NDING, REDEPLOYMENT OF FUNDS AND OTHER
RELATED MATTERS, AS THE BANK MAY DEEM APPROPRIATHF THE BORROWER FAILS TO PAY ANY PREPAYMENT FEE
WHEN DUE, THE AMOUNT OF SUCH PREPAYMENT FEE SHALLHEREAFTER BEAR INTEREST UNTIL PAID AT THE
DEFAULT RATE SPECIFIED IN THIS NOTE (COMPUTED ON THBASIS OF A 360-DAY YEAR, ACTUAL DAYS ELAPSED). AN
PREPAYMENT OF PRINCIPAL SHALL BE ACCOMPANIED BY ARYMENT OF INTEREST ACCRUED TO DATE THEREON; AN
SAID PREPAYMENT SHALL BE APPLIED TO THE PRINCIPAINSTALLMENTS IN THE INVERSE ORDER OF THEIR
MATURITIES. ALL PREPAYMENTS SHALL BE IN AN AMOUNT G AT LEAST $100,000 OR IF LESS, THE REMAINING ENTER
PRINCIPAL BALANCE OF THE LOAN.



EXHIBIT COMPLIANCE CERTIFICATE

THIS COMPLIANCE CERTIFICATE IS EXECUTED AND DELIVERD BY LITHIA MOTORS, INC. ("LMI") TO U.S. BANK
NATIONAL ASSOCIATION ("LENDER") PURSUANT TO THE REQIREMENTS OF THE LOAN AGREEMENT DATED AS O
BETWEEN LMI, LITHIA FINANGL CORPORATION, LITHIA SALMIR, INC. (THE "LOAN PARTES")
AND LENDER ("LOAN AGREEMENT"). ANY CAPITALIZED TERMS USED HEREIN AND NOT DEFINED HEREIN SHALL HAVE
THE MEANINGS GIVEN TO SUCH TERMS IN THE LOAN AGREEHKENT. THIS COMPLIANCE CERTIFICATE COVERS THE LOA
PARTIES' FISCAL QUARTER ENDED

1. AREVIEW OF THE ACTIVITIES OF THE LOAN PARTIES DRING THE FISCAL PERIOD COVERED BY THIS COMPLIANCE
CERTIFICATE HAS BEEN MADE UNDER THE SUPERVISION OFHE UNDERSIGNED WITH A VIEW TO DETERMINING
WHETHER DURING SUCH FISCAL PERIOD THE LOAN PARTIBEBERFORMED AND OBSERVED ALL OF THEIR OBLIGATIONS
UNDER THE LOAN AGREEMENT. TO THE BEST KNOWLEDGE OFHE UNDERSIGNED, DURING SUCH FISCAL PERIOD ALL
COVENANTS AND CONDITIONS OF THE LOAN PARTIES HAVE BEN PERFORMED AND OBSERVED AND NO DEFAULT HAS
OCCURRED AND IS CONTINUING UNDER THE LOAN AGREEMENT

[WITH THE EXCEPTIONS SET FORTH BELOW IN RESPONSE MIHICH THE LOAN PARTIES HAS TAKEN OR PROPOSES TO
TAKE THE FOLLOWING ACTIONS:

2. TO THE BEST KNOWLEDGE OF THE UNDERSIGNED, NO MARIAL ADVERSE CHANGE HAS OCCURRED WITH REGARD
TO THE LOAN PARTIES' BUSINESS, ASSETS, OPERATIONR GONDITION, FINANCIAL OR OTHERWISE, SINCE THE LAST
COMPLIANCE CERTIFICATE WAS DELIVERED [WITH THE EXCEBTIONS SET FORTH BELOW:

3. ATTACHED ARE THE CALCULATIONS SHOWING WHETHER TH LOAN PARTIES WERE IN COMPLIANCE WITH SECTION
9.1.1,9.1.2,9.1.3,9.1.4,9.1.5 AND 9.1.6 OF THEAN AGREEMENT AS OF THE END OF THE FISCAL PERIOD3Y/ERED BY
THIS COMPLIANCE CERTIFICATE. EACH SUCH CALCULATIONS DERIVED FROM THE BOOKS AND RECORDS OF THE
LOAN PARTIES AND CORRECTLY REFLECTS WHETHER THEY ARIN COMPLIANCE WITH THE APPLICABLE SECTIONS OF
THE LOAN AGREEMENT.

4. THIS COMPLIANCE CERTIFICATE IS EXECUTED ON

LITHIA MOTORS, INC.

BY:
TITLE:




EXHIBIT 10.14.1

CONSENT AND WAIVER AND AMENDMENT TO AMENDED
AND RESTATED LOAN AGREEMENT AND PROMISSORY NOTE

Dated as of: January 31, 2003

Parties:  Lithia Financial Corporation ("LFC")
Lithia Motors, Inc. ("LMI")
Lithia Salmir, Inc. ("'LSI")
Lithia Aircraft, Inc. ("LAI")

And: U.S. BANK NATIONAL ASSOCIATION ("Lender")

This Agreement amends (a) the Amended and Redtated Agreement between the parties dated as ofrbleee28, 2001, (the "Loan
Agreement"); and (b) the promissory note executeBdrrower dated December 28, 2001, in the origamadcipal amount of $27,500,000
("Note™).

For valuable consideration, the parties agree lasifs:

1. AMENDMENTS TO LOAN AGREEMENT.

1.1 The definition of Revolving Loan Terminationteléan Section 1.1 of the Loan Agreement is deleted replaced with the following:
"Revolving Loan Termination Date" means March 3102

1.2 Section 3.3.3 of the Loan Agreement is delatatireplaced with the following:

3.3.3 PRINCIPAL PAYMENTS. The principal balancetb& Revolving Note shall be due and payable on WM&fc 2004.

2. Section 11.3 of the Loan Agreement is deletetiraplaced with the following:

11.3 GUARANTIES, ETC. LFC shall not assume, guaganendorse or otherwise become directly or coetitig liable for, nor obligated to
purchase, pay or provide funds for payment of, @vligation or indebtedness of any other Personwitlestanding the foregoing, LFC may
guarantee the indebtedness of LMI to the lendedgua $200,000,000 revolving line of credit fagilitn which DaimlerChrysler Services
North America LLC, is the Agent and Lead Lenc

3. Section 11.6 of the Loan Agreement is deletetiraplaced with the following:
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11.6 LIMITATIONS ON DIVIDENDS. It shall not declarer pay any dividend on any class of its capitatkt(except those payable solely in
its capital stock); or purchase, redeem or otherwiake any distribution with respect to such cépitack; provided, however, that it may
make such dividends, purchases, redemptions gitdisons so long as no Default exists or wouldsegiter giving effect thereto.

4. AMENDMENT TO PROMISSORY NOTE. Section 6a of tNete is deleted and replaced with the following:
a. PRINCIPAL. Principal shall be paid on March 3Q04 ("Maturity Date").

5. CONSENT AND WAIVER. The Loan Parties have infein_ender that LMI has repurchased approximate)@@shares of its capital
stock (the "Repurchase") and have asked Lendesyput to Section 11.6 of the Loan Agreement, teenhto such Repurchase. Lender
hereby consents to the Repurchase and waives ant B/Default which may exist as a result of tlrep®chase.

6. CONDITIONS PRECEDENT. The effectiveness of thigeement is subject to satisfaction of each offtlewing conditions:

6.1 Lender has received executed originals ofAlgieement and such other Loan Documents as Lerdeires and each Loan Party has
provided such information and satisfied such rezagnts as Lender reasonably requires.

6.2 No Default has occurred and is continuing.
6.3 All representations and warranties in the LAgreement are true and correct as of the dateiofthreement.
7. DEFINED TERMS. Capitalized terms not otherwigdéimed herein shall have the meanings given to serchs in the Loan Agreement.

8. REAFFIRMATION. Each Loan Party reaffirms the megentations and warranties in each of the exigtoam Documents and agrees that
(a) except as amended previously or in connectiawith, each Loan Document is and shall remaiiu\aald enforceable in accordance v
its terms and (b) such Loan Party has no clainfendes, setoffs, counterclaims or claims for reooemt against Lender or the indebtedness
and obligations represented by the Notes, Guamsrite Agreements, Letter of Credit, and other LBaxcuments.

9. EXPENSES. Borrower shall pay all costs, feesepnses incurred by Lender in connection withpttegaration, negotiation, execution,
and delivery of this Agreement and any other doaitmequired to be furnished herewith, includinghaeitt limitation the charges of Lender's
legal counsel.
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10. COUNTERPARTS. This Agreement may be executehinnumber of counterparts, each of which shatldemed to be an original, and
all of said counterparts taken together shall sl to constitute but one document.

11. DISCLOSURE.

UNDER OREGON LAW, MOST AGREEMENTS, PROMISES AND CONTMENTS MADE BY LENDERS AFTER OCTOBER 3,
1989, CONCERNING LOANS AND OTHER CREDIT EXTENSIONSHICH ARE NOT FOR PERSONAL, FAMILY OR HOUSEHOLD
PURPOSES OR SECURED SOLELY BY THE BORROWER'S RENICE MUST BE IN WRITING, EXPRESS CONSIDERATION
AND BE SIGNED BY THE LENDER TO BE ENFORCEABLE.

EACH LOAN PARTY ACKNOWLEDGES RECEIPT OF A COPY OF T HIS AGREEMENT.

LITHIA FINANCIAL CORPORATION LITHIA MO TORS, INC.
By: By:

Its: Its:

LITHIA SALMIR, INC. LITHIA Al RCRAFT, INC.
By: By:

Its: Its:

U.S. BANK NATIONAL ASSOCIATION

By:
Its:

CONSENT AND WAIVER AND AMENDMENT TO AMENDED
AND RESTATED LOAN AGREEMENT AND PROMISSORY NOTE- 3



EXHIBIT 10.15
AMENDED AND RESTATED REVOLVING LOAN AND SECURITY AG REEMENT

This AMENDED AND RESTATED REVOLVING LOAN AND SECURIY AGREEMENT (this "Agreement") is made and enteirgd as
of May 10, 2002, by and between Lithia Real Estate,, an Oregon corporation (the "Borrower"), drayota Motor Credit Corporation, a
California corporation ("TMCC"), in reference tcetfollowing.

A. Borrower and TMCC are parties to that certaitvédeing Loan and Security Agreement dated as of 2uR001 (the "Prior Agreement”),
pursuant to which TMCC agreed to make loans tod@®wer in an aggregate amount not to exceed $18,00@t& proceeds of which were
used to pay off certain existing indebtedness andther working capital reasons.

B. Borrower has requested that TMCC increase theuatrof the line of credit provided under the Pégreement from $18,000,000 to
$40,000,000 and make certain other modificatiorthédPrior Agreement which TMCC has agreed to dijest to the terms, provisions and
conditions of this Agreement.

NOW, THEREFORE, the parties hereto hereby agreentend and restate the Prior Agreement in its épta® follows:

ARTICLE |
CERTAIN DEFINITIONS AND RULES OF CONSTRUCTION

1.1 Definitions. As used in this Agreement, thédwaing terms shall have the following meanings:
"Advance" shall have the meaning set forth in $&c8.1 hereof.

"Agreement" shall mean this Revolving Loan and $igcégreement and any supplements, amendmentapdifications to or in connection
with this Revolving Loan and Security Agreement.

"Affiliate" shall mean, as to the Borrower, any etltorporation or entity directly or indirectly doolling, controlled by or under direct or
indirect common control with Borrower.

"Assignment of Leases" shall mean, collectivelg, &ssignments of Rents and Leases (which may lepocated within a Deed of Trust)
and delivered to TMCC pursuant to Section 3.1 udirlg any amendments thereto delivered to TMCCuyamsto Section 4.2 hereof.

"Borrowing Base" shall mean the amount equal tcathgregate Loan Value of the Eligible Property.
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"Business Day" means any day other than Saturdayj&y or other day on which banks are authorizezbbigated to close in Los Angeles,
California or Portland, Oregon.

"Collateral" shall have the meaning set forth it 3.1 hereof.
"Control" shall mean the power to direct the mamaget and policies of a corporation or other entity.

"Credit Limit" shall mean Forty Million dollars ($4000,000) as such amount may be increased orafeatdy written agreement of TMCC
and Borrower.

"Dealer" shall mean with respect to a Property lthginess organization that operates the automadbaéership located on such Property.

"Deed of Trust" shall mean, collectively, the deeflsust and mortgages delivered to TMCC pursta@ection 3.1, including any
amendments thereto delivered to TMCC pursuant ttic8e4.2 hereof.

"Eligible Property" shall mean, as of any date efedmination, Property: (i) for which each of thanditions precedent set forth in
Section 3.1 hereof have been satisfied or waivgdhét does not secure a Term Loan; and (iii} tealescribed in a Deed of Trust that was
filed of record not more than one year prior tohsdate of determination.

"Environmental Indemnification" shall mean, coligety, the Environmental Indemnification Agreemed#ivered to TMCC pursuant to
Section 3.1 hereof, including any amendments theatelivered to TMCC pursuant to Section 4.2 hereof.

"Environmental Laws" means any and all federatessémd local statutes, regulations, ordinancesremgirements, pertaining to
environmental protection, contamination or clearagpnow or may at any time hereafter be in effect.

"Event of Default" shall have the meaning set fantisection 8.1 hereof.

"Fixed Rate" shall mean an interest rate basethefive (5) year swap rate published by Bloomberafcial as the mid-price "USSWAP 5
Index."

"Floating Rate" shall mean an interest rate basetthe (1) month London Interbank Offered Rate ("OB"), as published by the Wall Street
Journal in its "Money Rates" section.

"Guarantor" shall mean with respect to the Reva@\inan or any Term Loan, any person or businesanizgtion that has delivered to
TMCC, or in accordance with the terms of this Agneat is required to deliver to TMCC, a Guarantyhwispect to the Revolving Loan or
such Term Loan pursuant to Article IV hereof.



"Guaranty" shall mean any Continuing and Irrevoedblaranty delivered to TMCC pursuant to Articlel&feof, including any amendments
thereto or restatements or modifications thereof.

"Indebtedness" means, without duplication (i) atlébtedness for borrowed money; (ii) all obligasiesssued, undertaken or assumed as the
deferred purchase price of property or servicdsefathan indebtedness or liability for borrowed mypdeferred for a period of six months or
less from the date of incurrence or trade payadasred into in the ordinary course of businessrdimary terms); (iii) all non-contingent
reimbursement or payment obligations with respedtters of credit, bankers acceptances, suraigband similar instruments; (iv) all
obligations evidenced by notes, bonds, debenturssnilar instruments, including obligations sodamced incurred in connection with the
acquisition of property, assets or businesseqdt/pbligations under an interest rate swap agreeorssimilar rate swap master agreement;
(vi) all indebtedness created or arising under@myditional sale or other title retention agreenmertluding any operating lease), or incurred
as financing, in either case with respect to prigpacquired by Borrower; (vii) all obligations witlkspect to leases which shall have been, or
in accordance with generally accepted accountiimgipes, should be recorded as capital leases), lli obligations with respect to so-called
synthetic, off-balance sheet or tax retention lpéigpall indebtedness referred to in clauseshipugh (viii) above secured by any Lien upon
or in property owned by Borrower, even though Bargohas not assumed or become liable for the payofesuch Indebtedness; and

(ix) all liabilities in respect of indebtednessainligations of others of the kinds referred to lauses (i) through (ix) above for which Borrov

is directly or contingently liable as obligor, gaator, or otherwise, or in respect of which suctspe otherwise assures a creditor against
For purposes of this Agreement, the IndebtedneBowbwer shall include all recourse Indebtedndsmg partnership or joint venture
formed as a partnership where Borrower is a gemeandher or is otherwise liable for the Indebtednefssuch partnership or joint venture.

"Lien" shall mean any security interest, mortgatged of trust, pledge, lien, claim on property,rgkaor encumbrance (including any
conditional sale or other title retention agreemearty lease thereof, and the filing of or agreemegive any financing statement under the
Uniform Commercial Code of any jurisdiction.

"Loan Documents" shall mean, collectively, this égment, the Notes, the Deeds of Trust, the Assigtsya# Leases, the Tenant Agreeme
the UCC Financing Statements, the Environmentadimufications, and such other documents, instrusnantl agreements that may be
executed by Borrower or at Borrower's directionspiant to this Agreement and delivered to TMCC pamsto Section 3.1 and Article IV
hereof.

"Loan Value" shall mean with respect to a Propdijyone hundred percent (100%) for Toyota or Ledealerships; or (ii) ninety (90%) for
non-Toyota dealerships, in each case of the appraiske@ wf such real property based upon the MAI d@ppraelivered to TMCC pursuant

Section 3.1 hereof.



"Material Adverse Change" shall have the meanindosth in
Section 5.2 hereof.

"Maturity Date" shall mean (i) in respect of thevatices, May 10, 2005 and (ii) in respect of a Teoan, the date that is sixty (60) months
after the Conversion Date for such Term Loan, chdater date as may be established in accordaitieeSerction 2.2 hereof.

"Note" shall mean any Promissory Note delivere@MCC pursuant to pursuant to Article IV hereof,liding any amendments thereto or
restatements or extensions thereof.

"Permitted Liens" shall have the meaning set fortBection 6.8 hereof.

"Property" shall mean, collectively, (i) all realgperty and all buildings, structures and improvetadocated thereon or hereafter to be
constructed thereon including, any and all fixturaachinery, equipment, building materials, apmatees, or accessories to the extent
described in a Deed of Trust, (ii) all leases bbakny portion of the foregoing described propeaind (iii) all of Borrower's property located
upon the foregoing described property.

"Property Lease" shall mean with respect to a Rtgpany lease affecting such Property, includinghout limitation, any lease between
Borrower and the Dealer operating the automobitdetship on such Property, as any such leases maykended or otherwise modified fr
time to time.

"Revolving Loan" shall mean the obligation of TM@&Cmake Advances pursuant to Section 2.1 hereof.

"Tenant Agreement" shall mean, collectively, thed® Agreements delivered to TMCC pursuant to 8e@il hereof, including any
amendments thereto delivered to TMCC pursuant ttic8e4.2 hereof.

"Term Loan" shall have the meaning set forth intf®ec2.2 hereof.
"Term Loan Collateral" shall mean with respect tbeam Loan, the Property described in the Deedro$flsecuring such Term Loan.

1.2 Rules of Construction. Definitions given hersivall be equally applicable to both singular ahalgh forms of the terms therein defined.
Reference to Loan Documents, shall include all atmemts, supplements, and replacements theretordReés to specific Exhibits shall
mean as attached, or intended to be attachedstédineement and regardless of whether they afacinattached to this Agreement, includ
amendments, supplements, and replacements th&éhetdrecitals to this Agreement are a part of thise&@ment and are incorporated herein.
The headings in this Agreement are for conveni@mtg and shall not affect the construction hereof.
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ARTICLE Il
THE LOANS

2.1 Revolving Loan.

a. Credit Limit. Subject to the terms and condisitiereof, TMCC agrees to make revolving loans (eachAdvance") to Borrower, from tin
to time, during the period from the date hereobid, not including the Maturity Date, in an aggregarincipal amount not to exceed at any
time outstanding the lesser of (i) the Credit Lionit(ii) the Borrowing Base. The Revolving Loan ciéised in this Section constitutes a
revolving credit and within the amount and timeafied, Borrower may pay, prepay and reborrow.

b. Procedure for Advances. Subject to the termscanditions hereof, Borrower may from time to tioqeon three (3) days' prior written
notice to TMCC, request an Advance hereunder. 8otike (a "Borrowing Notice") shall be in a formbstiantially similar to Exhibit C-1
hereto, made by an authorized representative abB@r, and transmitted to TMCC by facsimile or pea delivery in accordance with
Section 9.3 hereof and shall specify, subject éocibnditions of this Section, (i) the amount of dvance (which amount shall be in an
integral multiple of $10,000 and not less than $200), and (ii) the proposed date of borrowing @hhilay shall be a Business Day). Any
such Borrowing Notice shall be irrevocable and Idbaldeemed to constitute a representation andamgrby Borrower that as of the date of
such notice the representations and warrantigeghtin Article V hereof are true and correct ahdt no Event of Default or event that, with
the giving of notice or the passing of time, orthatould constitute an Event of Default, has ocedirand is continuing. All Advances will be
made by ACH, wire transfers or check, in TMCC'sdi$ion.

c. Interest. Borrower shall pay interest on theraggte daily unpaid principal balance of the Adwemat the Floating Rate in accordance with
the terms of the Note evidencing the Advances.

d. Repayment of Advances. If, at any time and fori@ason, the aggregate unpaid principal balahtteecAdvances exceeds the lesser of (i)
the Credit Limit or (ii) the Borrowing Base, suckcess (an "Over Advance") shall be debt deemedhddeowing to TMCC, and Borrower,
upon TMCC's election and demand, shall immedigtalyto TMCC, in cash, the amount of such Over Adeaiunless earlier terminated by
TMCC pursuant to Section 8.02 hereof, the Revoliogn shall automatically terminate on the Matubgte, and Borrower shall repay all
Advances made by TMCC to Borrower in full on suettedof termination.

2.2 Term Loan.

a. Procedure for Term Loans. Subject to the temdscanditions hereof, Borrower may from time todiopon not less than thirty (30) days'
and not more than ninety (90) days' prior writtetice to TMCC, elect to convert one or more Advanicto a single term loan (a "Term
Loan"). Such notice (a "Conversion Notice") shallib a form substantially similar to Exhibit C-2rat, made by an authorized
representative of Borrower, and transmitted



to TMCC by facsimile or personal delivery in accamde with Section 9.3 hereof and shall specifyjesuitio the conditions of this Section, (i)
the amount of the Advances to be converted interanTLoan, (ii) the proposed conversion date (theri@rsion Date") and (iii) whether the
Term Loan shall bear interest at the Floating Ratile Fixed Rate. Any such Conversion Notice shalirrevocable and shall be deemed to
constitute a representation and warranty by Borrdhagt as of the date of such notice the repretientaand warranties set forth in Article V
hereof are true and correct and that no Event ¢ddieor event that, with the giving of notice bietpassing of time, or both, would constitute
an Event of Default, has occurred and is continuing

b. Limitations. In addition to the conditions setth in Section 4.2 hereof, Borrower's right toctl® convert one or more Advances into a
Term Loan shall on each occasion be subject téollmving conditions: (i) the principal amount dfe¢ Term Loan shall not exceed the Loan
Value of the Term Loan Collateral; and (ii) the @ersion Date shall be a Business Day not later thamMaturity Date of the Revolving
Loan.

e. Interest. Borrower shall pay interest on theaithprincipal balance of each Term Loan at the tiigeRate or the Fixed Rate in accordance
with the terms of the Note evidencing such TermrL.oa

f. Repayment of Term Loans. Borrower shall repaygtincipal balance of each Term Loan in accordavittethe terms of the Note
evidencing such Term Loan.

g. Maturity Date. The initial Maturity Date of ea@lerm Loan shall be the date that is sixty (60) thermfter the Conversion Date. Subject to
the terms and conditions hereof, Borrower may ftione to time request that TMCC extend the Matubigte of any Term Loan for an
additional sixty (60) months, and may request TMCC further extend the Maturity Date of such Tdroan for three (3) more periods of
sixty (60) months each, up to a maximum term (idirlg the original term of such Term Loan and aflewal terms) of three hundred (300)
months; provided that, except as otherwise providedis subsection g, each of the following coiwdis is satisfied on or before the then
effective Maturity Date for such Term Loan:

(1) TMCC shall have received from Borrower writtestice of Borrower's request to extend the Matubigte for such Term Loan not less
than one hundred eighty (180) days and not moretina hundred seventy
(270) days prior to the then effective Maturity B&r such Term Loan;

(2) No Event of Default or event that, with theigiy of notice or the passing of time, or both, vebobnstitute a Event of Default, has
occurred and is continuing either as of the dathehotice delivered by Borrower pursuant to adaf{iy above or on the then effective
Maturity Date for such Term Loan;

(3) Borrower's request to extend the Maturity Dafteuch Term Loan shall have received credit apgdrirem TMCC, in TMCC's sole
discretion;



(4) TMCC shall have received such endorsementsdimmitments to issue same) to each mortgageetsypuiliitle insurance insuring the
lien of the Deed(s) of Trust securing such TermrLaa TMCC may reasonably request;

(5) TMCC shall have received evidence satisfactoriy that the term of each Property Lease affegcBnoperty comprising the Term Loan
Collateral has been extended to a date no ednkerthe date that is sixty (60) months after thereded Maturity Date for such Term Loan;

(6) Borrower and each Guarantor of such Term Ldeatl iave executed and delivered to TMCC, or catsdxt so executed and delivered,
such additional documentation relating to such Teoan as TMCC may require, subject to TMCC's sdderétion; and

(7) TMCC shall have received from Borrower paynfentexpenses (including without limitation titlesiarance costs and attorneys' fees)
incurred by TMCC in connection with extending thatMrity Date of such Term Loan plus such additi@mbunts as shall constitute the
TMCC's reasonable estimate of additional expensestred or to be incurred by it through the clgsaf such extension.

Upon the satisfaction of the conditions set forthhis subsection g, the term "Maturity Date" whised with reference to the Term Loan
specified by Borrower in the notice delivered parsito clause (1) above shall be the date thattis €0) months after the effective Matur
Date for such Term Loan as of the date of suctceptind the Note evidencing such Term Note and ethelnr Loan Document containing a
reference to such Maturity Date shall be amendeddan the Maturity Date of such Term Loan as exddriay this subsection g.

2.3 Credit for Payments. The receipt of any paynyntMCC shall not be considered a payment on adcontil same is honored when
presented for payment.

2.4 Monthly Statements. TMCC shall provide Borrowdéth monthly statements of the outstanding sunesahd owing by Borrower to
TMCC under the Notes. In the absence of manifest,egsuch statements shall be conclusively presumée correct and accurate and
constitute an account stated between Borrower &h@d unless, within thirty (30) days after delivehereof to Borrower, Borrower shall
deliver to TMCC, by written objection thereto sggitig the error or errors, if any, contained in aauch statement.

ARTICLE Il
SECURITY INTEREST; COLLATERAL

3.1 Collateral. As security for the obligationsBifrrower under the Loan Documents, Borrower hasitbigrant to TMCC a first (except as
otherwise agreed to in writing by TMCC) and priontinuing lien on all Property (including, withdirhitation, all Eligible Property) covere
by a Deed of Trust (collectively, the "CollateraNyithout limiting the foregoing, the following shae conditions precedent to any Property
becoming an Eligible Property:



a. Appraisal. TMCC shall have received an MAI ajpgak(from an appraiser as shall be selected bydB@r and TMCC) regarding such
Property;

b. Documentary Conditions. Borrower shall have exet and delivered, or caused to be executed diveidl, security documents with
respect to such Property in form and substancsfaetory to TMCC and its counsel, as follows:

(1) Deed of Trust. One or more recordable deedsust or mortgages, in form and substance acceptabfMCC, granting to TMCC a first
priority lien in such Property as security for #hdvances subject only to such exceptions as TMCE ewaressly approve in writing, in its
sole discretion;

(2) Assignment of Leases. If required by TMCC, onenore recordable Assignments of Rents and Leaatisfactory to TMCC (which may
be incorporated within a Deed of Trust);

(3) Tenant Agreement. If required by TMCC, a readnld Subordination, Nondisturbance and Attornmegre@ment, satisfactory to TMCC,
from any tenant thereof; and

(4) Environmental Indemnification. If required b}\iCC, an Agreement and Indemnification concerningatdous Materials executed by
Borrower and satisfactory to TMCC.

c. Title Insurance. An ALTA extended coverage magee's policy of title insurance in an aggregatelamnot less than the Credit Limit
issued by a title company or companies satisfadcmmMCC, insuring the lien of the Deed of Trusésified in preceding subparagraph b (1)
to be first priority liens upon such Property aswsiy for the Advances subject only to such exioet as TMCC may expressly approve in
writing; and

d. Environmental Report. TMCC shall have receivéthase | environmental report regarding such Ptppebe satisfactory to TMCC.

3.2 Pledge of Additional Collateral. Borrower shadlve the right to add additional Property to thelmf Collateral and, subject to the
conditions set forth in Section 3.1 hereof, to &age the Borrowing Base by the Loan Value of suopédity.

3.3 Release of Collateral. Borrower shall haveritet to sell or otherwise request the releaseroperty(ies) comprising the Collateral and
obtain a partial reconveyance, satisfaction orasdeof security documents from TMCC with respediich Collateral; provided that (i) no
Event of Default or event that, with the givingraitice or the passing of time, or both, would citutt an Event of Default, has occurred and
is continuing or would result therefrom, (ii) ineticase of Collateral securing the Advances, theddang Base shall be reduced by the Loan
Value of the Eligible Property sold or released] éii) in the case of Collateral securing a Teroah, such Term Loan shall have been, or
concurrent with such sale or release shall be jadapdull.



3.4 Termination of Revolving Loan. Upon repaymentuill of all Advances and termination of the Rexinfy Loan, TMCC will release its
security interest in the Collateral except for s@ailateral as is security for outstanding Term ®ar other obligations of Borrower to
TMCC.

ARTICLE IV
CONDITIONS

4.1 Conditions Precedent to Initial Advance. Initidd to the conditions set forth in Section 4.3dW, the effectiveness of this Agreement
and the extension of financial accommodations to@®wer by TMCC hereunder are subject to the fuiféht of the following conditions:

a. Borrower Conditions. Borrower shall execute ifeyauthorized officers) and deliver to TMCC, ousa to be issued or executed by third
parties and delivered to TMCC, all documents retageby TMCC, in form and content acceptable to TM& its counsel, including but r
limited to the following:

(1) Loan Agreement. This Agreement;
(2) Promissory Note. A Note in a form substantiaiiyilar to Exhibit A-1 hereto;

(3) Evidence of Authorization. (i) Copies of sudiadter documents of Borrower, and of such resatstiof Borrower authorizing the
execution, delivery and performance of the Loanudoents to which it is or is to become a party pansinereto, and (ii) such evidence of
Borrower's continuing existence and good standisgiMCC may require; and

(4) Other Documents. Such other documents as TM@Z reqjuire from time to time.

b. Guarantor Conditions. Each Dealer operatinguinnaobile dealership on any Property comprisingGb#ateral shall have executed and
delivered, or caused to be executed and delivésad,documentation in form and substance satigfattoTMCC and its counsel, as follows:

(1) Guaranty. A Continuing and Irrevocable Guarantg form substantially similar to Exhibit Chereto with appropriate insertions, purst
to which such Dealer shall guaranty the paymemh@®fAdvances in an amount equal to the Loan ValubeoProperty(ies) comprising the
Collateral on which such Dealer operates an autdendkalership; and

(2) Evidence of Authorization. (i) Copies of sudtacter documents of such Dealer, and of such résn#iof such Dealer authorizing the
execution, delivery and performance of the Loanudoents to which it is or is to become a party pansinereto,
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and (ii) such evidence of such Dealer's contingxigtence and good standing, as TMCC may require.

c. Collateral Conditions. Receipt by TMCC of evidersatisfactory to it that (1) each of the cond#idescribed in Section 3.1 hereof for the
Property(ies) comprising the Collateral have besisfed, including, without limitation, each Elide Property and (2) all Liens against the
Collateral have been released (except such aseeptad by TMCC in writing) and that TMCC will oiaa perfected first priority lien
(unless otherwise agreed by TMCC in writing) agaihe Collateral as security for the Advances ughendisbursement of the initial Advan

d. Costs and Expenses. TMCC shall have received Borrower payment for expenses (including withiguttation title insurance costs and
attorneys' fees) incurred by TMCC in connectiorhwite preparation of the Loan Documents and cloiadgransactions contemplated het
and thereby plus such additional amounts as sbafititute the TMCC's reasonable estimate of additiexpenses, incurred or to be incurred
by it through the closing proceedings for the alithdvance.

4.2 Conditions Precedent to Each Term Loan. THewahg shall be conditions precedent to each Tegar:

a. Borrower Conditions. Borrower shall execute i(syauthorized officers) and deliver to TMCC, ousa to be issued or executed by third
parties and delivered to TMCC, all documents retgeeby TMCC, in form and content acceptable to TM&( its counsel, including but r
limited to the following:

(1) Promissory Note. A Note in a form substantiaityilar to Exhibit A-2 hereto with appropriate @msons;

(2) Evidence of Authorization. (i) Copies such fesions of Borrower authorizing the execution, detly and performance of the Loan
Documents to which it is or is to become a partsspant hereto, and (ii) such evidence of Borrowaatginuing existence and good standing,
as TMCC may require;

(3) Deed of Trust. A recordable deed of trust ortgege, satisfactory to TMCC, or a recordable anmeert to an existing Deed of Trust, in
each case in form and substance acceptable to Téd@€ring the Term Loan Collateral granting to TM&drst priority lien as security for
the Term Loan subject only to such exceptions a€TNinay expressly approve in writing, in its solscdétion;

(4) Assignment of Leases. If required by TMCC, eordable Assignment of Rents and Leases (whichledpcorporated within a Deed of
Trust), or a recordable amendment to an existingighsnent of Rents and Leases, in each case satisfac TMCC;

(5) Title Insurance. An ALTA extended coverage rgagee's policy of title insurance, or an endorséntean existing ALTA extended
coverage mortgagee's policy of title insurancesdoh case on the Term Loan Collateral in an agtgegaount
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not less than the principal amount of the Term Lisaned by a title company or companies satisfaatoTMCC, insuring the lien of the
Deed(s) of Trust securing the Term Loan to be firgirity liens upon such Collateral as securitytfte Term Loan subject only to such
exceptions as TMCC may expressly approve in wrjtamgl

(5) Other Documents. Such other documents as TM@Z reqjuire from time to time.

b. Guarantor Conditions. Each Dealer that opertesutomobile dealership on any Property compritiegilerm Loan Collateral shall have
executed and delivered, or caused to be executkddivered, loan documentation in form and sulistazatisfactory to TMCC and its
counsel, as follows:

(1) Guaranty. A Continuing and Irrevocable Guarantg form substantially similar to Exhibit Zhereto with appropriate insertions, purst
to which such Dealer shall guaranty the paymemh®fTerm Loan; and

(2) Evidence of Authorization. (i) Copies of su@solutions of such Dealer authorizing the executietivery and performance of the Loan
Documents to which it is or is to become a partsspant hereto, and
(i) such evidence of such Dealer's continuing texise and good standing, as TMCC may require.

c. Collateral Conditions. Receipt by TMCC of evidersatisfactory to it that all Liens against theriféoan Collateral have been released
(except such as are accepted by TMCC in writing)) that TMCC will obtain a perfected first prioritign (unless otherwise agreed by TMCC
in writing) against the Term Loan Collateral asws#y for the Term Loan.

d. Costs and Expenses. TMCC shall have received Borrower payment for expenses (including withiguttation title insurance costs and
attorneys' fees) incurred by TMCC in connectiorhveitosing the transactions contemplated by thisi@eplus such additional amounts as
shall constitute the TMCC's reasonable estimaseldftional expenses, incurred or to be incurred tyough the closing of such
transactions.

4.3 Conditions Precedent to Each Advance and TeramLThe following shall be conditions precederdltAdvances and Term Loans,
including the Advances made pursuant to Sectiormddve and Term Loans made pursuant to
Section 4.2 above:

a. Representations and Warranties. As of the agtédvance or Term Loan is made hereunder, theesgmtations and warranties set forth in
Article V hereof shall be true and correct on aaafsuch time with the same effect as though septesentations and warranties had been
made on and as of such time, except to the extahstich representations and warranties expresshgrto an earlier date.

b. No Default. No Event of Default has occurred &ndontinuing or would result from such AdvanceTerm Loan, and no event has
occurred and be continuing which with the givinghotice or passage of time or both would becomEwant of Default hereunder.
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c. Other Documents. Such other documents and mstits, including assignments, releases, subordinatid intercreditor agreements,
security agreements, certificates, and the likd,ME€C shall request in order to perfect, protebtat and maintain a first priority security
interest in the Collateral and to carry out an@etfiate this Agreement or the other Loan Documents.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

Borrower makes the following representations andavaies to TMCC on the date hereof and at the amgAdvance or Term Loan is made,
and with respect to such Advance or Term Loan. TM@@ll be entitled to rely upon the truth, accurayd completeness of the following
representations and warranties without regard yoo#imer information that may be now or hereaftemkn by or disclosed to TMCC or its
officers, employees, agents, attorneys or otheisady.

5.1 Corporate Action. Borrower has the power antti@ity to engage in the transactions contemplbatethis Agreement and if applicable,
actions, corporate or otherwise, have been takéchwdre necessary to authorize the execution, elgliand performance of this Agreement,
the Note(s) and each of the Loan Documents to wihisha party. This Agreement and the Loan Docuisieamd actions contemplated
thereby, constitute valid and legally binding obtigns of Borrower enforceable in accordance witkirtrespective terms.

5.2 No Disputes or Defaults. There are no dispuifisets or adverse claims in connection with @iag out of any of the Collateral or other
security assigned or to be assigned to TMCC of vBiarrower has knowledge which have not been distldo TMCC in writing. No event
or condition is continuing which constitutes, otlwnotice or lapse of time would constitute, a défar an Event of Default. There is no
action, suit or proceeding pending or threatenednsg Borrower which would result in a material abe change in the business, assets or
financial condition of Borrower ("Material Adversthange") or of Borrower's rights or duties hereurmdeinder the other Loan Documents.
Borrower has filed all tax returns required to tedfby it or obtained extensions, and is not ifad# in the payment of any taxes levied
against the Property or any of its other assetshwvtduld result in a Material Adverse Change. Boaois not in default in any material way
in respect to an obligation under any applicable jadgment, order, writ, injunction, decree, roteother regulation of any court,
administrative agency, or other governmental autthtr which it may be subject which could resulta Material Adverse Change. Borrower
is not in violation of any term or provision of itharter articles of incorporation or organizatiby;laws or operating agreement which could
result in a Material Adverse Change. Neither thecexion and delivery, nor the performance of andm@ance with this Agreement or any
other document or action required by Borrower pansio this Agreement will result in the breachdefault under any agreement, obligation,
order or undertaking by which Borrower, or its pedy is bound or affected which could result in atktial Adverse Change.

5.3 Financial Accuracy. No certificate, financi@tement, schedule or any other statement mademsiied to TMCC by or on behalf of
Borrower in connection with this
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Agreement or any other Loan Document contains droentain any materially untrue statement of facbmits any material fact. All
financial statements provided to TMCC have beepamed in accordance with generally accepted acowuptinciples applied on a
consistent basis to prior periods and accuratefycmmpletely represent the financial condition8ofrower as of their respective dates in all
material respects. There are no facts known todar which have not been disclosed in writing toG®which materially and adversely
affect the business, properties, assets, operatiotendition (financial or otherwise), affairs, pmospects of Borrower.

5.4 Notice of Default. Borrower shall give promptitten notice to TMCC of all Events of Default umday of the terms or provisions of this
Agreement or any other agreement entered into leetBerrower and any other lender which has a nagadverse effect on Borrower's
financial condition or operation, material changeswnership, material litigation (not covered Ingiirance), or any other matter which has
resulted or might reasonably be expected to r@saltMaterially Adverse Change. Borrower shall auitte any creditor with which a default
exists to release all pertinent financial or otinéormation concerning such default to TMCC.

5.5 Environmental Quality. Borrower has compliedhaall applicable Environmental Laws in all matérespects. Neither Borrower nor any
Collateral is under any investigation related toyitany state or federal agency designated to emfeaid Environmental Laws nor is any such
investigation threatened.

5.6 Good Title. Borrower has good and marketalile b any and all Collateral and Property and ogeeurity granted by it to TMCC, which
shall be free from any other mortgage, pledge, Becurity interest, lease, encumbrance or ch#frgee interest of Borrower in any Property
is threatened for any reason, Borrower authoriZd€T to take all necessary steps for the defensedt interests, including employment of
counsel and the compromise and discharge of saiithg)] and Borrower agrees to reimburse TMCC foresbonable costs, including
attorneys' fees, incurred in connection therevétig any costs and fees incurred shall be repablosower on demand and bear interest fi
the date incurred until repaid by Borrower at théadlt rate set forth in the Note evidencing thevéates.

5.7 Leases. Borrower has delivered to TMCC a tneearrect copy of and each Property Lease affgetiy of the Property(ies) comprising
the Collateral, including all amendments theresog@rrently in full force and effect. There curigrexists no default under any such Property
Lease(s). The Property Lease(s) contains the dudeanent of the parties thereto with respect tcthgect matter thereof.

ARTICLE VI
AFFIRMATIVE COVENANTS

Borrower covenants and agrees that so long as TEt@C have any obligation to extend financial acowdations to Borrower hereunder,
and until payment in full of all amounts owed byrBaver to TMCC hereunder and under the other Loaaubnents, Borrower agrees to do
all of the following unless TMCC shall otherwisensent in writing:
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6.1 Maintenance of Existence. To maintain and pvesiés existence, good standing, assets andgilsriand other authority in each
jurisdiction necessary for the conduct of its bass Borrower shall not change its business orgtair, liquidate, dissolve or enter into ¢
consolidation, merger or other combination in whishseparate entity shall cease to exist withieatprior written consent of TMCC.
Borrower shall not permit any transfer of ownerstiicontrol, in whole or in part, without the priaritten consent of TMCC.

6.2 Taxes, Assessments and Other Charges. To ddigramptly pay and discharge all taxes, assessnaeutgovernmental and other
charges, levies or claims which if unpaid mightdiee a lien or a charge upon the property, assetaroings of Borrower, except such as are
being diligently contested in good faith and by éipgropriate proceedings or bonded over.

6.3 Laws. To comply in all material respects willnaaterial federal, state and local statutes, lsgns, ordinances, and requirements
affecting the ownership of its property and condafats business.

6.4 Subordination. To subordinate to the lien ofO®lany obligations owed by Borrower to its prindgpawners or officers.

6.5 Maintain Collateral. To maintain the Collatérabood condition and repair, reasonable wearteadexcepted, and permit TMCC to
inspect the Collateral at any time during regulasibess hours.

6.6 Payment of Obligations. To pay as part of tfieebtedness secured hereby and by the other Loaumfmts all amounts with interest
thereon paid by TMCC for taxes (other than TMC@toime or franchise taxes), levies, insurance, repaior maintenance of the Collateral
and Property after TMCC's taking possession ofyatiBig of or preserving the Collateral or Propeaifftgr any default under the Loan
Documents.

6.8 Environmental Matters. Borrower covenants, @ésents and agrees as follows:

a. Hazardous Materials and Environmental Contraéd.aAll Environmental Laws will continue to be coliggl with by Borrower in all

material respects. Borrower has not received nati@ny violation of any Environmental Laws anchi under any investigation by any state
or federal agency designated to enforce said lagg@gulations. Borrower shall not cause or pethgt(i) violation of any law relating to
industrial hygiene or environmental conditions émoection with any Property, including soil andgrd water conditions; (ii) use,
generation, or storage of any hazardous matenmlarmer, or about any Property, except in accaeavith all applicable laws; or (iii)
manufacture or disposal of any hazardous matasialsinder, or about any Property, except in accmelavith all applicable laws.

b. Hazardous Materials Indemnification. Borrowealsimdemnify TMCC and hold TMCC and its assigngeats, attorneys, successors,
affiliates, subsidiaries, and parent companiescef$, directors, shareholders, and representatiagsmless from and against all loss, penalty,
liability, damage, and expenses suffered or incuie TMCC (whether as holder of any Deed of Trastheneficiary in possession, or as
successor-in-interest, or holder of interest in any
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Property by virtue of foreclosure or acceptanca déed in lieu of foreclosure or otherwise) refgtio or arising out of (i) the presence of
hazardous materials on, under, or about such Ryg[§&r any hazardous materials affecting suchgerty or any contiguous real estate ow
by Borrower, including any loss of value of suclofrty as a result of the presence of hazardousrialst or (iii) any other matter affecting
the Property within the jurisdiction of the goveramt of the United States or any State or any palisubdivision of any thereof or any
department, agency or regulatory authority witthatity to enforce any Environmental Law, which lggsnalty, liability, damage, and
expense shall include, but not be limited to (Alit@osts, attorneys' fees, and expense disburgenteough and including appellate court
proceedings, (B) all foreseeable and unforeseealisequential damages, directly or indirectly agsiut of the use, generation, storage, or
disposal of hazardous materials by Borrower,or@igr owner or operator of the Property, (C) thetaaf any required or necessary
investigation, repair, buried tank removal, clegn-or detoxification of any Property, and (D) ttwst of preparation of any disclosure or ot
plans required under any hazardous waste or btaiddlaw or regulation necessary prior to the timnsf any Property.

6.9 Insurance. To maintain at its expense insurancal Collateral and Property in an amount andnuguch terms and covering such risks as
are acceptable to TMCC.

6.10 Financial Statements. To furnish or causesttumished to TMCC:

a. Within ninety (90) days after the last day aftefiscal year of the Borrower, audited financi@tsments including income and statements
of changes in financial position for such year bBathnce sheets as of the end of such year presemtigorepared on a consistent basis and in
accordance with generally accepted accounting ipfecand in form satisfactory to TMCC.

b. Within forty-five (45) days after the last dafyeach fiscal quarter, unaudited statements ofriresachanges in financial position for such
fiscal quarter and balance sheets as of the eadabf fiscal quarter of the Borrower, in a form Satitory to TMCC accompanied in each case
by a certificate of an officer stating that saicfincial statements are true and correct and makrial respects and fairly present the financial
condition and results of operations of Borrowethatdate thereof of for the period then ended.

6.11 Notices. To promptly give TMCC notice of:

a. The occurrence of any Event of Default;

b. Any litigation of proceeding affecting Borrowerr any of its Affiliates that could have a Materfedverse Change; or
c. A Material Adverse Change.

6.12 Use of Proceeds. To use the proceeds of edchnge for acquisitions of real property relateth®soperation of an automobile
dealership.

ARTICLE VII
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NEGATIVE COVENANTS

Borrower covenants and agrees that so long as TEt@&C have any obligation to extend financial acowdations to Borrower hereunder,
and until payment in full of all amounts owed byrBaver to TMCC hereunder and under the other Loaouinents, Borrower will not,
directly, or indirectly do any of the following teds TMCC shall otherwise consent in writing:

7.1 Consolidation and Merger. Liquidate or dissaventer into any consolidation, merger, partngrgbint venture, syndicate or other
combination.

7.2 Liens. Create, incur, assume or suffer to gaigg Lien, individually or in the aggregate, ugba Collateral or permit any Affiliate to do
so except (i) Liens in favor of TMCC, (ii) Liensesgfied on Schedule 6.8 ("Permitted Liens"), @ijch Liens as TMCC may expressly
approve in writing, in its sole discretion, and)(ilens or charges for current taxes or assessntiegitare not delinquent or that remain pay
without penalty, or the validity of which are cosited in good faith by appropriate proceedings wgiap of execution of the enforcement
thereof; provided that the Borrower shall haveaséde on its books and shall maintain adequateveséor the payment of same in
conformity with generally accepted accounting pipats, consistently applied.

7.3 Sale of Assets. Sell, lease, transfer, exchangéherwise dispose of any part of its interaghie Collateral or any Property without the
prior written consent of TMCC except for sale oféntory in the ordinary course of business.

7.4 Indebtedness. Create, incur, assume or soffexist, or otherwise become or be liable, in respéany Indebtedness, exceeding $100
individually or in the aggregate, except:

a. The obligations of Borrower to TMCC hereundad a
b. The Indebtedness reflected in Borrower's balaheet at December 31, 2002, and all extensionseqmaavals thereof.

7.5 Change of Control. Suffer or permit a chang€aftrol of Borrower, or permit the sale or tramsfeany significant assets other than in
the ordinary course of business.

ARTICLE VI
EVENTS OF DEFAULT AND CERTAIN REMEDIES

8.1 Events of Default. Any one or more of the faling shall constitute an Event of Default by Boreswunder this Agreement:

a. Failure to Pay any Obligation. Borrower's faltmo make any payment, pursuant to the terms ofNatig or this Agreement, of the principal
or interest on the Revolving Loan, any Term Loamamy other amount payable hereunder or thereundeégfault by Borrower in the paymi
of any other indebtedness or obligation of sucls@eto TMCC, whether now existing or hereafteriagssuch failure not having been cured
within ten (10) days of its due date.
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The cure of such default shall not excuse or IBaitrower's obligation to pay interest and late gearwhich shall continue to accrue until
paid in full.

b. Breach of Representation or Warranty. Any regmestion, warranty or statement made by Borrow8&C shall prove to have been fe
or misleading in any respect when made or deemetma

c. Default in Agreements. Borrower fails to disa@any other obligation of due performance, orltsepve any material covenant or
condition of this Agreement, the Deeds of Trust; atiher Loan Document, or any other agreementrangement between Borrower and
TMCC, and such failure shall continue unremediadafperiod of thirty (30) days after the earlieipthe date upon which written notice
thereof shall have been given to Borrower by TMC@ipthe date upon which a responsible officeBafrrower knew or reasonably should
have known of such failure.

d. Guarantor Default. Any Guarantor revokes omaftis to revoke any Guaranty to which such Guaraatarmparty or fails to discharge any
obligation of due performance, or to observe anten covenant or condition of any Guaranty toethsuch Guarantor is a party, and such
failure shall continue unremedied for a periodhifty (30) days after the earlier of (i) the dapon which written notice thereof shall have
been given to such Guarantor by TMCC or (ii) theedgpon which a responsible officer of such Guamakimew or reasonably should have
known of such failure.

e. Attachment, Execution. The levy of any attachimexecution or other like process in an amourbicess of One Hundred Thousand
Dollars ($100,000) against any of Borrower's propamless within thirty (30) days thereof, suctaehment, execution or process is reles
Borrower provides a bond acceptable to TMCC, osstilie collateral is provided and accepted coestswith the terms hereof.

f. Abandonment. Borrower shall abandon or vacateddrthe Collateral for more than thirty (30) days.

g. Bankruptcy. Borrower or any person (including &uarantor) obligated to pay any part of the inddhess evidenced, governed or sec
by the Note(s), this Agreement or any other documestrument or agreement executed in connectiawath:

(1) does not pay its debts as they become dueroitsh writing its inability to pay its debts orakes a general assignment for the benefit of
creditors; or

(2) commences any case, proceeding or other astieking reorganization, arrangement, adjustmeptidation, dissolution or composition
of it or its debts under any law relating to bargtay, insolvency, reorganization or relief of datstar

(3) in any involuntary case, proceeding or othéioaccommenced against it which seeks to have derdor relief entered against it, as
debtor, or seeks reorganization, arrangement, taagu, liquidation, dissolution or composition bbr its
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debts under any law relating to bankruptcy, insetye reorganization or relief of debtors, (i) faibsobtain a dismissal of such case,
proceeding or other action within thirty (30) dafsts commencement, or

(i) converts the case from one chapter of the Fdd&@ankruptcy Code to another chapter, or (iithis subject of an order for relief, or (iv)
consents thereto; or

(4) conceals, removes or permits to be concealeenooved, any part of its property, with intenhtoder, delay or defraud its creditors or
of them, or makes or suffers a transfer of anyoproperty which may be fraudulent under any baptay, fraudulent conveyance or similar
law; or makes any transfer of its property to artfe benefit of a creditor at a time when otheddors similarly situated have not been paid;
or suffers or permits, while insolvent, any credtimobtain a lien upon any of its property throlegal proceedings which is not vacated or
bonded over within sixty (60) days from the dater#iof; or

(5) has a trustee, receiver, custodian or otheitagimfficial appointed for or take possession bboa any part of the Collateral or any other of
its property or has any court take jurisdictioraaf/ other of its property which continues for aigetiof thirty (30) days (except where a
shorter period is specified in the following sutgzaph (6)); or

(6) fails to have discharged or bonded over withjmeriod of thirty (30) days any attachment, segagsn, or similar writ levied upon any
property of such person; or

(7) fails to pay promptly any final money judgmemttered against it exceeding $25,000 against seisfop unless covered by insurance.

h. Leases. Without the prior written consent of T®@mends (or suffers the termination of) any Prypesase or enters into any lease of
part or all of the Collateral other than a Propémase.

i. Deterioration. TMCC reasonably determines thatdondition of any material portion of the Coltatehas deteriorated to such a degree that
it impairs the security of TMCC therein.

j. Foreclosure. The holder of any lien, securitigiast or assignment on any Property institutescfosure or other proceedings or takes ¢
action for the enforcement of its remedies thereund

k. Impairment. Reasonable belief by TMCC that thespect of payment or performance of any obligatinder any of this Agreement or any
of the Loan Documents is materially impaired.

I. Financial Condition. The occurrence and contiragaof any Material Adverse Change in the financtaddition of Borrower.
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8.2 REMEDIES UPON DEFAULT. Upon the occurrence né@r more of the Events of Default as set fortivabunless all such Events of
Default shall have been cured within the time pided, or waived in writing by TMCC, all amounts datsding under this Agreement and the
Notes shall, at the option of TMCC, without preseant, demand, protest or notice of acceleratiotic@@f intent to accelerate or notice

any kind (all of which are hereby expressly waivd@) immediately due and payable, anything herein the Note(s) or other agreement to
the contrary notwithstanding, and TMCC may enfolag,shall not be obligated to enforce, paymergllobbligations and liabilities of
Borrower under this Agreement by taking (withoutiliation) any or all of the following actions:

a. Declare all obligations owing by Borrower to TRIGOvhether evidenced by this Agreement, the Nate()therwise, immediately due and
payable;

b. Cease advancing money or extending credit fordhe benefit of Borrower under this Agreememtany other agreement between
Borrower and TMCC;

c. Terminate this Agreement as to any future lighdr obligation of TMCC, but without affecting T®IC's rights and security interest in the
Collateral and without affecting the obligationsiogvby Borrower to TMCC,;

d. Without notice to or demand upon Borrower, msikeh payments and do such acts as TMCC consideess®y or reasonable to protect
its security interest in the Collateral and thegderty. Borrower agrees to assemble the CollatEf@ViCC so requires, and to make the
Collateral available to TMCC as TMCC may designBi@rrower authorizes TMCC to enter the premisesra/tize Collateral is located, take
and maintain possession of the Collateral, or ary qf it, and to pay, purchase, contest or comgserany encumbrance, charge or lien (o
than Permitted Liens or Liens approved by TMCC iiting), which in the opinion of TMCC appears to fm@or or superior to its security
interest and to pay all expenses incurred in caimretherewith;

e. Sell the Collateral at either public or privagdes, or both, for cash or on terms, in such nmaama at such places (including at Borrower's
premises) as is commercially reasonable in therahtiation of TMCC and in accordance with applicalale. TMCC may bid (by credit
bidding or in any other permitted way) and purchasany public sale. It is not necessary that tbkatral be present at any such sale;

f. TMCC shall provide, as required by law, notiddgl® disposition of the Collateral, unless suchiagoshall have been waived by Borrower;
g. Foreclose on the Collateral, in whole or in pand exercise its rights under the AssignmenRenfts and Leases and the Deeds of Trust;

h. Borrower shall pay all costs and expenses ieduoy TMCC in connection with TMCC's enforcemend amercise of any of its rights and
remedies as herein provided, whether or not sgibismenced by TMCC;
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j. After disposition of the Collateral, any defingy which exists as provided above will be paid malately by Borrower to TMCC, and a
excess which exists will be returned to BorroweMdJCC, without interest and subject to the rightshird parties;

provided, however, that upon the occurrence ofamaore of the other Events of Default set fortisitsection g of Section 8.1 hereof, any
obligation of TMCC to extend financial accommodatido Borrower hereunder shall immediately terngreatd all amounts outstanding
under this Agreement and the Notes shall be imnieglidue and payable without presentment, demanodegt or notice of acceleration,
notice of intent to accelerate or notice of anydkfall of which are hereby expressly waived).

8.3 Rights and Remedies, Generally. TMCC's rightsr@amedies under this Agreement and all otheremgeats shall be cumulative. TMCC
shall have all other rights and remedies not inistest herewith as provided under the Code, by tavin equity. No exercise by TMCC of
one right or remedy shall be deemed an electicth panwaiver by TMCC of any Event of Default shadl éleemed a continuing waiver. No
delay by TMCC shall constitute a waiver, electisraoquiescence by it.

ARTICLE IX
MISCELLANEOUS

9.1 Waivers. Borrower waives demand, protest, Baticprotest, notice of default or dishonor, noté@ayment and nonpayment, notice of
default (except as required hereunder), nonpayatamiaturity, release, compromise, settlement, sideror renewal of any or all Collateral
or guarantees at any time held by TMCC on whichr@®m@er may in any way be liable. Except for the grosgligence or willful misconduct
of TMCC, TMCC shall not in any way or manner bélaor responsible for: (a) the safekeeping ofGo#ateral; (b) any loss or damage
thereto occurring or arising in any manner or fasiHrom any cause; (c) any diminution in the valereof; or (d) any act or default of any
carrier, warehouseman, bailee, forwarding agenotleer person whomsoever. All risk of loss, damaigdestruction of the Collateral shall
borne by Borrower.

9.2 Warranties, Representations and AgreementgviRhand Cumulative. Each warranty, representatiochagreement contained in this
Agreement shall be automatically deemed repeattfdesich Advance and shall be conclusively presumédyve been relied on by TMCC
regardless of any investigation made or informagiossessed by TMCC unless Borrower has notified TNtCwriting of any change in such
warranty, representation or agreement. The wagsntepresentations, covenants, and agreemeriitsteaterein shall be cumulative and in
addition to any and all other warranties, represt@ns, covenants, and agreements which Borrovak give or cause to be given, to TMCC,
either now or hereafter.

9.3 Notices. Unless otherwise provided in this Agnent, all notices or demands by any party reldtiryis Agreement must be in writing,
sent regular United States mail, postage prepajatess mail, or electronically with receipt confation, addressed to Borrower or to TMCC
at the following address:

20



TMCC:

Toyota Motor Credit Corporation
19001 So. Western Avenue

P.O. Box 2958

Torrance, CA 90509-2958

Attention: Vice President Operations

BORROWER:

Lithia Real Estate, Inc.
360 East Jackson Street
Medford, OR 97501
AttnBill Greenstein

9.4 Attorneys Fees and Costs and Other Expensesoviger agrees to pay to TMCC, on demand, reasoradtidmeys' fees and all other costs
and expenses, including but not limited to cost®eisted with the sale or other collection or dgfon of the Collateral by TMCC, which
may be incurred by TMCC in the collection or attéegpcollection from Borrower of any and all amoudite under this Agreement and the
Note(s) and/or in the interpretation, enforcemerdattempted enforcement by TMCC, or amendment akeud, of this Agreement or tt
Note(s) or any Lien on the Collateral and Propés)( including, but not limited to, proceedingsaimy bankruptcy or other insolvency cas
other proceeding affecting Borrower or any guaranfdhe obligations hereunder this Agreement,Nloée(s) and/or the Collateral therefor
any manner, whether or not legal proceedings drasaiinstituted, together with interest thereothatrate specified in the Note(s).

9.5 Assignment. This Agreement shall bind and inaréhe benefit of the respective successors asigrasof each of the parties; provided,
however, that Borrower may not assign this Agregmemny other Loan Document or any rights hereuondéhereunder without TMCC's
prior written consent and any prohibited assignnséiall be absolutely void.

9.6 Indemnity. Borrower agrees to indemnify anddhwhrmless TMCC, its parent corporation and sulsi&h and their respective directors,
officers, shareholders, employees, agents, sengmntsessors and assigns, from any cost, losditlialy expense, including reasonable
attorney fees, which result from the security iagtheld by TMCC in the Collateral, except for kiaior liabilities arising from the gross
negligence or willful misconduct of TMCC or its regentatives.

9.7 Merger; No Oral Effect. This Agreement cann®thanged or terminated orally and amended onlyritng signed by all parties hereto.
All prior agreements, understandings, represemtatizvarranties, and negotiations, if any, are nebigi this Agreement.

9.8 Choice of Law and Venue. The validity of thigrAement, its construction, interpretation and exgiment, and the rights of the parties
hereunder and concerning the Collateral, shalldterchined under, governed by and construed in daoce with the laws of
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the State of Oregon. The parties agree that aliraxbr proceedings arising in connection with thigeement shall be tried and litigated only
in the state or federal courts sitting in PortlaMdtnomah County, Oregon. Borrower and TMCC eaclives any right it may have to assert
the doctrine of forum non conveniens or to objectuch venue and hereby consents to any courtestdelief.

9.9 JURISDICTION AND VENUE. BORROWER HEREBY SUBMITBO THE JURISDICTION OF THE COURTS OF THE STATE OF
OREGON AND OF THE STATE IN WHICH THE COLLATERAL ISBOCATED, AND THE UNITED STATES DISTRICT COURT FOR
THE DISTRICT OF OREGON, AS WELL AS TO THE JURISDIGIN OF ALL COURTS FROM WHICH AN APPEAL MAY BE
TAKEN FROM THE AFORESAID COURTS, FOR THE PURPOSE @RY SUIT, ACTION OR OTHER PROCEEDING ARISING OUT
OF ANY OF BORROWER'S OBLIGATIONS UNDER OR WITH REERT TO THIS NOTE, AND EXPRESSLY WAIVES ANY AND
ALL OBJECTIONS IT MAY HAVE AS TO VENUE IN ANY OF SICH COURTS.

9.10 JURY TRIAL WAIVER. TO THE EXTENT PERMITTED BY.AW, BORROWER AND TMCC HEREBY WAIVE ANY RIGHT TO
TRIAL BY JURY TO ANY ACTION BROUGHT BY TMCC, BORROWER OR ANY THIRD PERSON ARISING UNDER THIS
AGREEMENT, THE NOTE(S), AND ANY OTHER LOAN DOCUMENEXECUTED IN CONNECTION HEREWITH, INCLUDING,
WITHOUT LIMITATION, ANY ACTION BASED UPON FRAUD, NEGLIGENCE, BREACH OF CONTRACT, WASTE, INTENTIONA
TORT OR NEGLIGENT TORT. BORROWER AND TMCC AGREE THASUCH ACTION SHALL BE TRIED BY THE COURT ONLY
AND FURTHER AGREE TO EXECUTE AND TO FILE WITH ANY OURT IN WHICH ANY SUCH ACTION IS COMMENCED, ANY
DOCUMENTS OR INSTRUMENTS NECESSARY TO EVIDENCE ORTEFFECTUATE THIS WAIVER OF TRIAL BY JURY.

BORROWER'S
INITIALS

TMCC'S
INITIALS

9.11 Construction of Agreement. This Agreemenhégroduct or negotiations between the parties.ifteepretation and/or enforcement is
not to be more strongly in favor of one party a tther. This Agreement and the other Loan Docusneaée been reviewed by all parties

shall be construed and interpreted according t@tmary meaning of the words used so as to faiclfomplish the purposes and intentior
the parties hereto.

9.12 Severability. Each provision of this Agreemsimll be severable from every other provisiorhaf Agreement for the purpose of
determining the legal enforceability of any specffrovision.
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9.13 Counterparts. This Agreement may be executedveral counterparts, each of which shall bergmnal as against any party who sigr
it, and all of which shall constitute one and taene document

9.14 When Agreement Is Effective. This Agreemeiatidhe binding and deemed effective when execuyeBdrrower and accepted and
executed by TMCC.

IN WITNESS WHEREOF, Borrower and TMCC have execwtad delivered this Agreement as of the dateifidicated above.
BORROWER:

LITHIA REAL ESTATE, INC., an Oregon

corporation
By:
Name
Title:
TMCC:
TOYOTA MOTOR CREDIT CORPORATION, a
California corporation

By: /s/ David Pelliccioni

Nae: David Pelliccioni

Title: Goup Vice President
Exhibits:

Exhibit A-1 Promissory Note (Revolving Loan) ExHhill-2 Promissory Note (Term Loan)
Exhibit B-1 Guaranty Agreement (Revolving Loan) ExhB-2 Guaranty Agreement (Term Loan) Exhibit Barrowing Notice
Exhibit C-2 Conversion Notice
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Exhibit A -1

AMENDED AND RESTATED PROMISSORY NOTE
(Revolving Loan)

$40,000,000 May 10, 2002

FOR VALUE RECEIVED, the undersigned, Lithia Reatdis, Inc., an Oregon corporation (the "Borrowepthmises to pay to Toyota
Motor Credit Corporation, a California corporatidiMCC"), or its order, at 19001 So. Western AvenReéD. Box 2958, Torrance, Califort
90509-2958, on May ___, 2005 (the "Maturity Dat#§ unpaid principal balance of all Advances magd@MCC under this Note, in a
maximum amount not to exceed Forty Million Doll§$0,000,000) together with interest thereon asideal in this Promissory Note (the
"Note").

This Note is issued under and is subject to thegesf that certain Amended and Restated Loan Acdr8g Agreement of even date
herewith (as amended or otherwise modified fronettmtime, the "Loan Agreement"), executed by Baepand TMCC. The Loan
Agreement contains terms upon which the Advancesmade and this Note is issued. In the event oframonsistency or conflict between t
terms of this Note and the terms of the Loan Agrestthe terms of this Note shall control. Capdi terms used in this Note which are not
defined herein have the meanings set forth in thenLAgreement. This Note is subject to acceleratfwon the terms provided herein and in
the Loan Agreement.

This Note amends, restates and continues thaircémaended and Restated Revolving Note Secureddsdf Trust made by Borrower in
favor of TMCC dated July 2, 2001 in the amount @fffeen Million Dollars ($18,000,000) (the "Prioot¢"). The indebtedness evidenced by
the Prior Note has not been repaid, satisfied sehdirged and nothing herein shall constitute ayrapat, satisfaction or discharge of such
indebtedness.

1. Interest. The Advances evidenced by this Noadl Blear interest at a per annum rate two (2.008t)gntage points above the one (1) mi
London Interbank Offered Rate ("LIBOR"), as pubdidhby the Wall Street Journal in its "Money Ratesttion, in effect on the last calendar
day of the month preceding the date of this Nohe IIBOR Rate shall be adjusted, as necessanheofirst calendar day of each month,
based on the LIBOR Rate in effect as of the lalstnzhar day of the preceding month. Should the ntetif@stablishing the LIBOR Rate, or
the publication of the London Interbank Offered éafior one (1) month deposits in the Wall Streetdal cease or be abolished, then the
LIBOR Rate shall be based on a comparable indects by TMCC. Interest shall be calculated orbidisis of a year of three hundred sixty
(360) days applied to the actual number of daysseld on the unpaid principal balance.
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2. Payment Terms. Borrower shall repay to TMCCpttiecipal amount of the Advances evidenced by [fage on or before the Maturity
Date. Accrued but unpaid interest on each Advamaeaced by this Note shall be paid in arrearshafirst Business Day of each month and
on the Maturity Date. Unpaid interest accruing oroants in default shall be payable on demand. ilbants payable under this Note shal
payable only in lawful money of the United Staté&merica, in immediately available funds.

3. Revolving Loan. The unpaid principal balanceéhef Advances made by TMCC under the Loan Agreemethievidenced by this Note sh
be the total amount advanced, less the amounedidrihcipal payments made. This Note is given michthe execution of an individual note
for each Advance made by TMCC to Borrower. ThiséNetidences a revolving credit and, within the finsind on the conditions set forth in
the Loan Agreement, prior to the Maturity Date Bover may borrow, repay and reborrow hereunder. TNEC&reby authorized to record
the date and amount of each Advance it makes andate and amount of each payment of principalatedest thereon on a schedule
annexed hereto and constituting a part of this lot@aintained in connection herewith. Any suclordation by TMCC shall constitute
prima facie evidence of the accuracy of the infdiamaso recorded; provided, however, that the fait®o make any such recordation or any
error in any such recordation shall not affectabbgations of Borrower hereunder.

4. Application of Payments. Each payment receive@MCC shall be applied first to interest then dungl any late charges, fees or expenses
owed, and the remainder to principal.

5. Prepayment. Borrower may repay Advances atiamy Wwithout penalty or premium.

6. Default Interest. Time is of the essence of Hoge. Upon the occurrence and during the contionaif an Event of Default, the Advances
evidenced by this Note shall bear interest at aapaum rate two (2.00%) percentage points abovintbeest rate provided in Section 1 of
Note, but in no event greater than the maximumahteterest permitted by applicable la

7. Security for Note. This Note is secured by alrtgages, deeds of trust, security agreementgteddll assignments, and other liens and
security now or at any time hereafter executedrantgd by Borrower to TMCC, to secure the Advarmmase under the Loan Agreement, .
by any rights of subrogation accruing to TMCC bgsen of any indebtedness discharged by the proaé¢lds Advances. The deeds of trust
or mortgages securing this Note (collectively, theeds of Trust") provide that all amounts due urtis Note may be made immediately
due and payable in the event that, among otheullefas described in the Deeds of Trust, the ptgmlscribed in any of the Deeds of Trust
is sold, transferred, conveyed, encumbered or wikeralienated without TMCC's prior written conseait as specifically set forth in the
Deeds of Trust.



8. Acceleration. Upon the occurrence of an Eveefwult, unless all such Event of Default shalldheen cured within the time providec
the Loan Agreement, or waived in writing by TMC@,aanounts outstanding hereunder and all interestueed hereon, shall, at the option of
TMCC, without presentment, demand, protest or eatitacceleration, notice of intent to accelerateatice of any kind (all of which are
hereby expressly waived), be immediately due anydiga; provided, however, that upon the occurreriame or more of the other Events of
Default set forth in subsection g of Section 8.1tha&f Loan Agreement, all amounts outstanding heteuand all interest accrued hereon shall
be immediately due and payable without presentnaemand, protest or notice of acceleration, naifdatent to accelerate or notice of any
kind (all of which are hereby expressly waived). fiditure by TMCC to exercise its option under tBisction shall not constitute a waiver of
the right to exercise it upon the occurrence of sufysequent Event of Default.

9. Guarantor. This Note is guaranteed by the Guiarg) referenced in the Loan Agreement pursuattidderms of certain Continuing and
Irrevocable Guaranty(ies) executed from time taetioy such Guarantor(s).

10. No Amendment. Neither this Note, nor any tearebf, may be amended, changed, waived, dischatgyadipated or otherwise modified
without the prior written consent of TMCC.

11. Waivers. The makers, endorsers, guarantorsanaties of this Note, and each of them, herebyevdiligence, all notices, including

notice of intent to accelerate and notice of acedilen, demand, presentment for payment, notiagoofpayment, protest and notice of prot
and expressly agree that this Note, or any payimengunder may be extended or modified from timtnte; and consent to the acceptance of
further security for this Note, including other ggof security; and the release of security; atauit in any way affecting their liability. The
right to plead any and all statutes of limitati@ssa defense to any demand secured by the Ded@dsstfor any other security securing this
Note, against makers, endorsers, guarantors diesiie expressly waived by each and all said &

12. Legal Fees. If this Note is referred to anratty for collection or legal advice following a deft, or if any other judicial or non-judicial
action is instituted or an attorney is employedettiaim, sequester, protect, preserve or enforgéraerest in real property or other security
for this Note, including but not limited to proceéegs under the United States Bankruptcy Code onentidomain, Borrower agrees to pay
the holder's attorneys' fees and costs.

13. Applicable Law. The validity of this Note, itenstruction, interpretation and enforcement, &edrights of the parties hereunder shall be
determined under, governed by and construed inrdance with the laws of the State of Oregon.
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14. Severability. If any of the provisions of tiNete shall be determined to be invalid, such irdilishall not invalidate any other provision
of this Note, but it shall be construed as if nmtitaining the particular provision or provisiongch® be invalid, and all rights and obligations
of the parties shall be construed and enforcedrdowly. The headings in this Note are for convan&only and shall not affect the
construction hereof.

15. Successors And Assigns. The duties, covenemtglitions and obligations of Borrower in this Netell be binding obligations of
Borrower's heirs, executors, administrators, peabmpresentatives, successors and assigns. Edavary party signing or endorsing this
Note binds himself or herself as principal andassurety, and each shall be jointly and sevelialtye hereundel

16. Jurisdiction. BORROWER HEREBY SUBMITS TO THERI$DICTION OF THE COURTS OF THE STATE OF OREGON ANBIE
UNITED STATES DISTRICT COURTS FOR THE DISTRICT OFREGON SITTING IN PORTLAND, MULTNOMAH COUNTY,
OREGON, AS WELL AS TO THE JURISDICTION OF ALL COURSTFROM WHICH AN APPEAL MAY BE TAKEN FROM THE
AFORESAID COURTS, FOR THE PURPOSE OF ANY SUIT, AON OR OTHER PROCEEDING ARISING OUT OF ANY OF
BORROWER'S OBLIGATIONS UNDER OR WITH RESPECT TO THNOTE, AND EXPRESSLY WAIVES ANY RIGHT IT MAY
HAVE TO ASSERT THE DOCTRINE OF FORUM NON CONVENIEN3R TO OBJECT TO VENUE IN ANY OF SUCH COURTS.

17. Waiver Of Jury Trial. BORROWER AND TMCC MUTUALY.HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY
WAIVE THE RIGHT TO A TRIAL BY JURY IN RESPECT OF AN LITIGATION BASED HEREON, ARISING OUT OF, UNDER OR
IN CONNECTION WITH THIS NOTE OR ANY OTHER LOAN DOCMENT CONTEMPLATED TO BE EXECUTED IN
CONNECTION HEREWITH, OR ANY COURSE OF CONDUCT, COSR OF DEALINGS, STATEMENTS (WHETHER VERBAL OR
WRITTEN) OR ACTIONS OF ANY PARTY. THIS WAIVER CONSTUTES A MATERIAL INDUCEMENT FOR TMCC TO ACCEPT
THIS NOTE AND MAKE THE ADVANCES.

18. Commercial Transaction. BORROWER ACKNOWLEDGHSAT THE ADVANCES
EVIDENCED BY THIS NOTE ARE FOR COMMERCIAL, INVESTMET OR BUSINESS PURPOSES.

IN WITNESS WHEREOF, Borrower has executed and @edid this Note as of the date first indicated above
BORROWER:

LITHIA REAL ESTATE, INC., an Oregon
corporation

By:
Name:
Title:




Schedule 6.¢
Permitted Liens
1. Liens identified in the title insurance applitato the Collateral or the Property, which Lieravé been accepted by TMCC.
2. Lease between Lithia Motors, Inc. and Borrowenstituting Collateral and subleases thereunder.

3. Judgment Liens in existence for less than 6@ détgr the entry thereof or with respect to wheglkcution has been stayed or the payment
of which is covered in full (subject to a customdsductible) by insurance maintained with respdesiisurance companies and which do
otherwise result in an Event of Default and whioh janior to TMCC's deed of trust or mortgage.

4. Easements, rights-of-way, zoning restrictionsiandefects or irregularities in title and othensar encumbrances not interfering in any
material respect with the value or use of the Ptge which such Lien is attached.

5. Priority of Liens on any asset of an automot#alership securing "floor plan" indebtedness ireiby persons other than a Borrower
which might constitute Collateral, shall be in actamce with applicable law.
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EXHIBIT 21

LIST OF SUBSIDIARIES

STATE OF ASSUMED BUSINESS NAME(S)

NAME OF ENTITY(1) ORIGIN (IF DIFFERENT THAN ENTITY NAME)

Lithia Chrysler Jeep of Anchorage, Inc. A laska

Lithia CIMR, Inc. C alifornia  Lithia Chevrolet of Redding

Lithia DC, Inc. C alifornia  Lithia Dodge of Concord

Lithia FMF, Inc. C alifornia  Lithia Ford of Fresno

Lithia FN, Inc. C alifornia  Lithia Ford Lincoln Mercury of
Napa

Lithia FVHC, Inc. C alifornia  Lithia Ford of Concord

Lithia JEF, Inc. C alifornia  Lithia Hyundai of Fresno

Lithia MMF, Inc. C alifornia  Lithia Mazda of Fresno
Lithia Suzuki of Fresno

Lithia of Anchorage, Inc. C alifornia  Lithia Dodge of South Anchorage

Lithia NF, Inc. Cc alifornia  Lithia Nissan of Fresno

Lithia TKV, Inc. C alifornia  Lithia Toyota of Vacaville

Lithia TR, Inc. C alifornia  Lithia Toyota of Redding

Lithia VWC, Inc. C alifornia  Lithia Volkswagen of Concord
Lithia Isuzu of Concord

Lithia Centennial Chrysler Plymouth Jeep, Inc. C olorado Lithia Centennial Chrysler Jeep

Lithia Cherry Creek Dodge, Inc. C olorado Lithia Cherry Creek Dodge
Lithia Cherry Creek Kia

Lithia Colorado Chrysler Plymouth, Inc. C olorado Lithia Colorado Chrysler
Lithia Colorado Kia

Lithia Colorado Jeep, Inc. C olorado Lithia Colorado Jeep

Lithia Colorado Springs Jeep Chrysler Plymouth, C olorado Lithia Colorado Springs Jeep

Inc. Chrysler




NAME OF ENTITY

Lithia Foothills Chrysler, Inc.

Lithia IB, Inc. (2)

Lithia CB, Inc. (2)

Lithia LMB, Inc. (2)

Lithia DB, Inc. (2)

Lithia Ford of Boise, Inc.

Lithia of Pocatello, Inc.

Lithia of Caldwell, Inc.

Lithia Poca-Hon, Inc.

Lithia SALMIR, Inc.

Lithia Reno Sub-Hyun, Inc.

Lithia Financial Corporation

Lithia Real Estate, Inc.

Lithia Motors Support Services, Inc.

Lithia LAC, Inc.

Lithia LP of Texas, LLC

Lithia TLM, LLC

LGPAC, Inc.

Lithia DM, Inc.

STATE OF ASSUMED BUSINESS NAME(S)
ORIGIN  (IF DIFFERENT THAN ENTITY NAME)

olorado

Lithia Foothills Chrysler
Lithia Foothills Hyundai

daho Lithia Isuzu of Boise
daho Chevrolet of Boise
daho Lithia Lincoln-Mercury of Boise
daho Lithia Daewoo
daho Lithia Ford of Boise
daho Lithia Chrysler Dodge of Pocatello
Lithia Hyundai of Pocatello
daho Chevrolet of Caldwell
daho Honda of Pocatello
evada Lithia Audi of Reno
Lithia Volkswagen of Reno
Lithia Isuzu of Reno
Lithia Lincoln Mercury of Reno
Lithia Suzuki of Sparks
Lithia Hyundai of Reno
evada Lithia Reno Subaru
regon
regon
regon
regon
regon
regon Lithia Toyota
regon Lithia Grants Pass Auto Center
regon Lithia Dodge

Lithia Chrysler Jeep Dodge




NAME OF ENTITY

Saturn of Southwest Oregon, Inc.

SOE, LLC (3)

Lithia HPI, Inc.

Lithia DE, Inc.

Lithia BNM, Inc.

Hutchins Imported Motors, Inc.

Hutchins Eugene Nissan, Inc.

Lithia Klamath, Inc.

Lithia SOC, Inc.

Lithia of Roseburg, Inc.

Lithia Rose-FT, Inc.

Lithia Medford LM, Inc.

Lithia Medford Hon, Inc.

Lithia of Sioux Falls, Inc.

Lithia Automotive, Inc.

Lithia GP of Texas, LLC

Lithia CIDSA, L.P. (4)

Lithia CSA, L.P. (4)

Lithia NSA, L.P. (4)

TATE OF  ASSUMED BUSINESS NAME(S)
RIGIN (IF DIFFERENT THAN ENTITY NAME)

regon Saturn of Southwest Oregon
regon Saturn of Eugene
regon Lithia Isuzu

Lithia Volkswagen

regon Lithia Dodge of Eugene

regon Lithia Nissan
Lithia BMW

regon Lithia Toyota of Springfield

regon Lithia Nissan of Eugene

regon Lithia Chrysler Jeep Dodge of
Klamath Falls
Lithia Toyota of Klamath Falls

regon Lithia Subaru of Oregon City

regon Lithia Chrysler Jeep Dodge of
Roseburg

regon Lithia Ford Lincoln Mercury of
Roseburg

regon Lithia Lincoln Mercury
Lithia Suzuki
Lithia Mazda

regon Lithia Honda

outh Dakota Lithia Subaru of Sioux Falls
Lithia Dodge of Sioux Falls

outh Dakota Chevrolet of Sioux Falls

exas

exas All American Chrysler Jeep Dodge
of San Angelo

exas All American Chevrolet of San

Angelo

exas All American Nissan of San Angelo




STATE OF ASSUMED BUSINESS NAME(S)

NAME OF ENTITY ORIGIN  (IF DIFFERENT THAN ENTITY NAME)
Lithia DSA, L.P. (4) T exas All American Daewoo of San Angelo
Lithia CJDBS L.P. (4) T exas All American Chrysler Jeep Dodge

of Big Spring
Lithia CJDO, L.P. (4) T exas All American Chrysler Jeep Dodge

of Odessa
Camp Automotive, Inc. W ashington Camp BMW

Camp Chevrolet
Camp Subaru

Camp Cadillac
Lithia VS, LLC (5) w ashington Camp Volvo
Lithia Dodge of Tri-Cities, Inc. w ashington Lithia Dodge of Tri-Cities
Lithia DC of Renton, Inc. W ashington Lithia Dodge of Renton

Lithia Chrysler Jeep of Renton

Lithia FTC, Inc. w ashington Lithia Ford of Tri-Cities
TC Hon, Inc. W ashington Honda of Tri-Cities

Lithia BC, Inc. w ashington Chevrolet of Bellevue
Lithia IC, Inc. W ashington Chevrolet of Issaquah
Lithia of Seattle, Inc. w ashington BMW Seattle

Lithia LAC of Washington, LLC (6) W ashington Lithia Lot-A-Car of Renton

(1) Unless specifically noted to the contrary eaitities are wholly owned subsidiaries of Lithia s, Inc.
(2) Wholly owned subsidiary of Lithia Boise Holditgpmpany, Inc., a wholly owned subsidiary of LitMators, Inc.

(3) Wholly owned subsidiary of Lithia SH, LLC, wiids owned 80% by Lithia Motors, Inc. and 20% bgrity B. DeBoer, who serves as its
sole manager (Saturn requires the manager owasttde20% interest in its dealerships).

(4) Limited Partnership with Lithia GP of Texas, Clthe general partner owning 1% interest; and &itt® of Texas, LLC the sole limited
partner owning 99% interest.

(5) Camp Automotive, Inc., is the sole manager agran 80% interest; and Gregory Johnson, is thergemanager of the dealership owr
20% interest (Volvo requires the manager own atla®20% interest in its dealerships).

(6) Wholly owned subsidiary of Lithia LAC, Inc.



EXHIBIT 23
CONSENT OF INDEPENDENT AUDITORS

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

We consent to incorporation by reference in thei®egion Statements (Nos. 333-45553, 333-43593;688169, 333-69225, 333-80459, 333-
39092, 333-61802 and 333-21673) on Forms S-8 bfd_Motors, Inc. of our report dated February Q20except as to note 15, which is as
of February 25, 2003, relating to the consoliddtaldnce sheets of Lithia Motors, Inc. and Subsigaas of December 31, 2002 and 2001,
and the related consolidated statements of opaestahanges in stockholders' equity and comprebheistome and cash flows for each of
years in the thre-year period ended December 31, 2002, which regapears in the December 31, 2002 Annual Reporioom BO-K of

Lithia Motors, Inc. Our report refers to adoptieffective January 1, 2001, of Statement of Findrstgounting Standards (SFAS) No. 133,
Accounting for Derivative Instruments and Hedgingfidities, as amended, and adoption, effective Julg001, of SFAS No. 141, Business
Combinations, and certain provisions of SFAS N&,Xdoodwill and Other Intangible Assets, and adopteffective January 1, 2002, of the
remaining provisions of SFAS No. 142.

/sl KPMG LLP

Portl and, Oregon
March 28, 2003



EXHIBIT 99.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Lithia MatoInc. (the "Company") on Form 10-K for the yeaded December 31, 2002 as filed
with the Securities and Exchange Commission ord#te hereof (the "Report"), I, Sidney B. DeBoerai@nan of the Board, Chief Executive

Officer and Secretary of the Company, certify, piarg to 18 U.S.C. section 1350, as adopted pursaasetiction 906 of the Sarbanes-Oxley
Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

/sl Sidney B. DeBoer

Si dney B. DeBoer

Chai rman of the Board,

Chi ef Executive O ficer and Secretary
Lithia Mdtors, Inc.

March 28, 2003



EXHIBIT 99.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Lithia MatoInc. (the "Company") on Form 10-K for the yeaded December 31, 2002 as filed
with the Securities and Exchange Commission ord#tte hereof (the "Report"), I, Jeffrey B. DeBoernidr Vice President and Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. section 1350, as adopted pursuasgdtion 906 of the Sarban@sdey Act of
2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

/sl Jeffrey B. DeBoer
Jeffrey B. DeBoer

Seni or Vice President

and Chief Financial Oficer
Lithia Mdtors, Inc.

March 28, 2003



EXHIBIT 99.3
RISK FACTORS

The risks described below are not the only onesdaour company. Additional risks not presently Wmoto us, or that we currently deem
immaterial, may also impair our business operations

RISKS RELATED TO OUR BUSINESS

OUR ABILITY TO INCREASE REVENUES THROUGH OUR ACQUIS ITION GROWTH STRATEGY DEPENDS ON OUR
ABILITY TO ACQUIRE AND SUCCESSFULLY INTEGRATE ADDIT IONAL STORES.

General. The U.S. automobile industry is considareshture industry in which minimal growth is exigetin unit sales of new vehicles.
Accordingly, a principal component of our growthsales is to make additional acquisitions in oustég markets and in new geographic
markets. To complete the acquisitions of additicatates, we need to successfully address eacle dbllbowing challenges.

Limitations on our capital resources may preverfras capitalizing on acquisition opportunities.cpgsitions of additional stores will
require substantial capital investment. Limitatiemsour capital resources would restrict our aptlit complete new acquisitions. Further, the
use of any financing source could have the effeotducing our earnings per share.

In the past, we have financed our acquisitions feooombination of the cash flow from our operatjdstsrowings under our credit
arrangements and issuances of our common stoclexyygset cash on hand together with our other fimanoesources to be sufficient for our
currently anticipated acquisition program throu@®2. If we are unable to obtain financing on acablet terms, we may be required to slow
the pace of our acquisition plans, which may maligrand adversely affect our acquisition growtfattgy.

Generally, we use cash and available credit faslitor acquisitions. However, on occasion, we Haanced acquisitions by issuing share
our common stock as partial consideration for aggustores. The viability of using common stockdoquisitions will depend on our
willingness to issue shares, the market price ofcommon stock and the willingness of potentialuasition candidates to accept our comr
stock as part of the consideration for the salheif businesses. Accordingly, our ability to malegjuisitions could be adversely affected if
the price of our common stock declines or, altévedt, is perceived as fully valued. If potentiaiqaisition candidates are unwilling to accept
our common stock as partial consideration, we alforced to rely solely on available cash fromrapiens or debt financing, which could
limit our acquisition plans.

Manufacturers may restrict our ability to make resquisitions. We are required to obtain consemhftioe applicable manufacturer prior to
the acquisition of a franchised store. The termrinfiacturer” in this Form 10-K refers to all of theanufacturers of new vehicles that we sell.
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In determining whether to approve an acquisitiomamufacturer considers many factors, includingfmancial condition, ownership
structure, the number of stores currently ownedandoerformance with those stores. Most major rfeturers have now established
limitations or guidelines on the:

- number of such manufacturers' stores that magchaired by a single owner;

- number of stores that may be acquired in any stakregion;

- percentage of total sales that may be contrdljedne automotive retailer group;

- ownership of stores in contiguous markets;

- frequency of acquisitions; and

- requirement that no other manufacturers brandsoliefrom the same store location.

DaimlerChrysler has issued a policy statementltofats dealers stating that it may disapprove aoguisition if the buyer would own stores
representing more than (i) 10% of any Business &&nfAnnual Planning Potential; (i) 5% of the Aah&®lanning Potential of the United
States; or (iii) 20% of a Metro Market's Annual fiting Potential. We are currently below all of taepecified limits. There are
approximately 4,300 Chrysler stores nationwide.

General Motors currently evaluates our acquisitimin&M stores on a case-by-case basis. GM, howéngts the maximum number of GM
stores that we may acquire at any time to 50% @®f3M stores, by franchise line, in a GM-definedgraphic market area. GM has
approximately 7,300 stores nationwide.

Ford currently limits the number of stores thatmay own to the greater of (i) 15 Ford and 15 Linddlercury stores and (ii) that number of
Ford and Lincoln Mercury stores accounting for 58the preceding year's total Ford, Lincoln and Meyaetail sales in the United States. In
addition, Ford limits us to one Ford store in ad-defined market area having two or fewer authariZerd stores and orthird of Ford store

in any Ford-defined market area having three orenamithorized Ford stores. Ford has approximaté§Ofranchised stores nationwide.

Toyota restricts the number of stores that we mvaly and the time frame over which we may acquirenthend imposes specific performance
criteria on existing stores as a condition to artyrie acquisitions. In order for us to acquire ntbian seven stores, we must execute Toyota's
standard Level Two Multiple Ownership Agreementdenthe Level Two Multiple Ownership Agreement, mvay acquire more than seven
stores over a minimum of seven semi-annual perigal$o a maximum number of stores equal to 5% gbTals aggregate national annual
retail sale volume. In addition, Toyota restritte humber of Toyota stores that we may acquir@yniayota-defined region and Metro
market, as well as any contiguous market. Toyosaamgproximately 1,200 stores nationwide.

With respect to other manufacturers, we do noebeliexisting numerical limitations will materialigstrict our acquisition program for a
number of years.

A manufacturer also considers our past performasaaeasured by their customer satisfaction inde€ 33, scores and sales performance at
our existing stores. At any point in time, someof stores may have CSI scores below the manutastwales zone averages or have
achieved sales performances below the targets metouérs have set.
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Our failure to maintain satisfactory CSl scores tmdchieve sales performance goals could restuicability to complete future acquisitions.
In particular, our current Nissan and Ford stogemot achieved manufacturer established salds god we do not believe we would
receive approval to acquire any new Nissan or Btotes until our sales levels improve for a susiiperiod of time.

We may be unable to improve profitability of nevelgquired stores. We target stores with pretax marg&low our historical pretax margin.
Our ability to improve the profitability of newlycguired stores depends in large part on our algtiguch stores to:

- increase new vehicle sales;

- improve sales of higher margin used vehiclesfarahce and insurance products;
- train and motivate store management;

- achieve cost savings and realize revenue enhgopiportunities; and

- improve inventory, receivable and other controls.

If we fail to improve the profitability of newly agired stores, we may be unable to maintain ouofigsal pretax margin. Further, failure to
improve the performance of under-performing staadd preclude us from receiving manufacturer apgiréor any new acquisitions of that
brand.

Competition with other automotive retailers forattive acquisition targets could restrict our ifolo complete new acquisitions. In the
current economic environment, we are presentedavitincreasing number of attractive acquisitionarpmities. However, we compete with
several other public and private national autoneotetailers, some of which have greater finanaidl managerial resources. Competition \
existing automotive retailers and those formedhafuture may result in fewer attractive acquisitapportunities and increased acquisition
costs. If we cannot negotiate acquisitions on aedx terms, our future revenue growth will be gigantly limited.

THE LOSS OF KEY PERSONNEL OR THE FAILURE TO ATTRACT ADDITIONAL PROVEN MANAGEMENT PERSONNEL
COULD ADVERSELY AFFECT OUR OPERATIONS AND GROWTH.

Our success depends to a significant degree oeffities and abilities of our senior managementtipaarly Sidney B. DeBoer, our Chairm
and Chief Executive Officer, M. L. Dick Heimann,rd@resident and Chief Operating Officer, R. BradfGray, our Executive Vice Preside
Bryan B. DeBoer, our Senior Vice President, Mergard Acquisitions/Operations and Don Jones, Jr.Semior Vice President, Retail
Operations. Further, we have identified Mr. DeBaed/or Mr. Heimann in most of our store franchigeeeaments as the individuals who
control the franchises and upon whose financiaueses and management expertise the manufactuesreonsider when awarding or
approving the transfer of any franchise. The |dssitber of those individuals could have a matesiderse effect on our a@ing relationshi
with the manufacturers.

We place substantial responsibility on our generahagers for the profitability of their stores. Waeve increased our number of stores from 5
in 1996 to 72 as of March 14, 2003. Many storesoffiered for sale to us to enable the owner/mantgestire. These potential acquisitions
are viable to us only if we are able to obtain aepiment management. This has resulted in the ndetetmany additional managers. As we
continue to expand, the need for additional expead managers will become even more
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critical. The market for qualified general managersighly competitive. The loss of the servicekey management personnel or the inability
to attract additional qualified general managerdadbave a material adverse effect on our busiardshe execution of our acquisition
growth strategy.

OUR STORES DEPEND ON VEHICLE SALES AND, THEREFOR®E/JR SUCCESS DEPENDS IN LARGE
PART UPON THE OVERALL DEMAND FOR THE PARTICULAR LIES OF VEHICLES THAT EACH OF
OUR STORES SELL.

Our Chrysler, GM, Ford and Toyota stores repreapptoximately three-fourths of our total new vedidtail sales. Chrysler alone accounts
for over a third of those sales. Demand for oumarly manufacturers' vehicles as well as the firdr@ndition, management, marketing,
production and distribution capabilities of thesgnufacturers can significantly affect our busin&seents that adversely affect a
manufacturer's ability to timely deliver new veleig| such as labor disputes and other productiengiens, including delays that sometimes
occur during periods of new product introductiomsy adversely affect us by reducing our supplyagysar new vehicles and leading to
lower sales in our stores during those periods wauld otherwise occur. Further, any event thaseawdverse publicity involving any of ¢
manufacturers or their vehicles could reduce safi¢isose vehicles and adversely affect our saldspaofits.

CYCLICAL DOWNTURNS IN THE AUTOMOBILE INDUSTRY THAT REDUCE OUR VEHICLE SALES MAY ADVERSELY
AFFECT OUR PROFITABILITY.

The automobile industry is cyclical and historigdias experienced downturns characterized by opphgand weak demand. Many factors
affect the industry, including general economicditians, consumer confidence, personal discretpspending levels, interest rates and
credit availability. We cannot guarantee that tiduistry will not experience sustained periods afide in vehicle sales in the future. Any
such decline could have an adverse effect on cginbss.

The automobile industry also experiences seasa@raltions in revenue. Demand for automobiles isegaty lower during the winter months
than in other seasons, particularly in our markeas that experience harsh winters. Accordinglyexmect revenues and operating results
generally to be lower in our first and fourth qeastthan in our second and third quarters for iegstores. With respect to our company, the
timing and volume of our acquisitions has had agmeeffect on our revenues than seasonal salegiuas.

HOSTILITIES IN THE MIDDLE EAST OR OTHER FACTORS THA T SIGNIFICANTLY INCREASE GASOLINE PRICES CAN
BE EXPECTED TO REDUCE VEHICLE SALES.

Historically, in times of rapid increase in crudeamd gasoline prices, sales of vehicles have pledpparticularly in the short term, as
consumer confidence wanes and fuel costs become pnominent to the consumer's buying decisionubtaned periods of higher fuel co
consumers who do purchase vehicles tend to prefaller, more fuel efficient vehicles.

The majority of our new vehicle sales are of doieasainufacture and are predominately SUVs and tigiuks. These vehicles generally
provide us with higher gross margins. A significdnip in sales volume in these vehicles would asbigraffect our level of profits.
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THE ABILITY OF OUR STORES TO MAKE NEW VEHICLE SALE®EPENDS IN LARGE PART UPON THE MANUFACTURERS
AND, THEREFORE, ANY DISRUPTION OR CHANGE IN OUR REROTIONSHIPS WITH MANUFACTURERS MAY MATERIALLY
AND ADVERSELY AFFECT OUR PROFITABILITY.

We depend on the manufacturers to provide us witksirable mix of new vehicles. The most populdricles usually produce the highest
profit margins and are frequently in short supffiyve cannot obtain sufficient quantities of theshpopular models, our profitability may be
adversely affected. Sales of less desirable madaisreduce our profit margins.

We depend on the manufacturers for sales incergindther programs that are intended to promdés sa support our profitability.
Manufacturers historically have made many changésdir incentive programs during each year. Aalig¢inuation or change in
manufacturers' incentive programs could adverségour business. Moreover, some manufacturezsaugtore's CSl scores as a factor for
participating in incentive programs. Accordinglyrdailure to meet CSI standards at our storesdcbale a material adverse effect on us.

Each of our stores operates pursuant to a franelgissement with each of the respective manufacdioewhich it serves as franchisee.
Manufacturers exert significant control over ouwrss through the terms and conditions of theirdhése agreements, including provisions for
termination or non-renewal for a variety of cause@em time-to-time, certain of our stores havesfaito comply with certain provisions of
their franchise agreements. These agreements atedatv, however, generally afford us the oppotjutd cure violations and no
manufacturer has terminated or failed to renewfeanychise agreement with us. If a manufacturer itestes or fails to renew one or more of
our significant franchise agreements, such actmidchave a material adverse effect on us.

Our franchise agreements also specify that, iragesituations, we cannot operate a franchise byha&n manufacturer in the same building as
the manufacturer's franchised store. This may requs to build new facilities at a significant cdstaddition, some manufacturers are in the
process of realigning their stores along defineahalels, such as combining Chrysler and Jeep iomadgion. As a result, manufacturers may
require us to move or sell certain stores. Moreower manufacturers generally require that theestoeet defined image standards. All of
these commitments could require us to make sigmficapital expenditures.

Some of our franchise agreements prohibit transfeosvnership interests of a store or, in somegdseparent. The most prohibitive
restriction, which has been imposed by various rfearturers, provides that, under certain circumstanwe may lose a franchise if a person
or entity acquires an ownership interest in us etegpecified level (ranging from 20% to 50% dejemadn the particular manufacturer's
restrictions and falling as low as 5% if anothehnieke manufacturer is the entity acquiring the omghé interest) without the approval of the
applicable manufacturer. Violations by our stockleos or prospective stockholders are generallyigeitsf our control and may result in the
termination or non-renewal of one or more of oanthises, which may have a material adverse affeas.
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WITH THE BREADTH OF OUR OPERATIONS AND VOLUME OF TARNSACTIONS, COMPLIANCE WITH THE MANY FEDERAL
AND STATE CONSUMER PROTECTION AND MOTOR VEHICLE LAW CANNOT BE ASSURED. FINES AND ADMINISTRATION
SANCTIONS CAN BE SEVERE.

We are subject to numerous consumer protectiordapdrtment of motor vehicle laws in each of thestrates in which we have stores, as
well as federal consumer protection laws. Withribenber of stores we operate, personnel we empldyhanlarge volume of transactions we
handle, it is likely mistakes will be made. If theare unauthorized activities of serious magnittite state and federal authorities have the
power to impose civil monetary penalties and sansti suspend or withdraw dealer licenses or tahker @ictions that could materially impair
our activities or our ability to acquire new stoneshose states where violations occurred.

IMPORT PRODUCT RESTRICTIONS AND FOREIGN TRADE RISKS MAY IMPAIR OUR ABILITY TO SELL FOREIGN
VEHICLES PROFITABLY.

Certain vehicles we sell, as well as certain megonponents of vehicles we sell, are manufacturdésidrithe United States. Accordingly, we
are subject to import and export restrictions ofauss jurisdictions and are dependent to some éxteigeneral economic conditions in, and
political relations with, a number of foreign cores. Additionally, fluctuations in currency exclggnrates may adversely affect our sales of
vehicles produced by foreign manufacturers. Impiotts the United States may also be adversely t#teby increased transportation costs
and tariffs, quotas or duties, any of which coudgtdna material adverse effect on us.

THE SOLE VOTING CONTROL OF OUR COMPANY IS HELD BY S IDNEY B. DEBOER, WHO MAY HAVE INTERESTS
DIFFERENT FROM YOUR INTERESTS.

Lithia Holding Company, LLC, of which Sidney B. Deé&r, our Chairman and Chief Executive Officerhis sole managing member, holds
all of the outstanding shares of Class B commocksta holder of Class B common stock is entitleden votes for each share held, while a
holder of Class A common stock is entitled to onteper share held. On most matters, the ClassiAC#ass B common stock vote together
as a single class. Lithia Holding currently cordrover 72.0% of the aggregate number of voteshddigo be cast by stockholders for the
election of directors and most other stockholdé¢ioas. Therefore, Lithia Holding will control théeetion of our Board of Directors and will
be in a position to control the policies and ogderet of the company. In addition, because Mr. DeBothe managing member of Lithia
Holding, he currently controls and will continuedontrol, all of the outstanding Class B commortistohereby allowing him to control the
company. So long as at least 16 2/3% of the tatallrer of shares outstanding are shares of ClassrBhon stock, the holders of Class B
common stock will be able to control all matterguieing approval of 66 2/3% or less of the aggregatmber of votes. Absent a significant
increase in the number of shares of Class A constawk outstanding or conversion of Class B comntocksinto Class A common stock,
the holders of shares of Class B common stockbeikéntitled to elect all members of the Board a&Bliors and control all matters subject to
stockholder approval that do not require a class.vo



