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PART |
Item 1. Business

Forward-Looking Statements
Certain statements in this Annual Report, includinghe sections entitled “Risk Factors,” “Managee Discussion and Analysis of Finan
Condition and Results of Operations” and “Businessfistitute forwardeoking statements within the meaning of the Pav8ecurities Litigatic
Reform Act of 1995. Generally, you can identify@rd-looking statements by terms such as “projéctitlook,” “target”, “may,” “will,” “would,”
“should,” “seek,” “expect,” “plan,” “intend,” “foreast,” “anticipate,” “believe,” “estimate,” “predi¢ “potential,” “likely,” “goal,” “strategy,” “future,”
“maintain,” and “continue” or the negative of thetsgms or other comparable terms. Examples of foiv@oking statements in this Form XO-
include, among others, statements we make regarding

e Future market conditions;

e Expected operating results, such as improved giertormance, maintaining incremental throughputveb80% and increasing same s

finance and insurance revenue per unit;

e The increase in our annual revenues that we esimdt result from the dealerships that we acquisedtl from the DCH Auto Grol
transaction;
Anticipated ability to remain in compliance witte financial and restrictive covenants in our greatility and other debt agreements;
Anticipated availability of liquidity from our dimanced operating real estate;
Anticipated levels of capital expenditures in theire; and
Our strategies for customer retention, growthrkeposition, financial results and risk managemen

”u " ” o« "«

The forwardlooking statements contained in this Annual Reporblve known and unknown risks, uncertainties aitdations that may cause !
actual results to materially differ from the resuixpressed or implied by these statements. Soithesé important factors are discussed in Patef;
1A. Risk Factors, Part Il and in Item 7. Managerrebliscussion and Analysis of Financial Conditiod &esults of Operations and, from time to ti
in our other filings we make with the Securitiesl &xchange Commission (SEC).

By their nature, forwardboking statements involve risks and uncertaintiesause they relate to events that depend on cstamces that may or
not occur in the future. You should not place unckl@nce on these forward-looking statements. famward{ooking statement speaks only as of
date on which it is made. We assume no obligatiamptlate or revise any forward-looking statement.

Overview

We are a leading operator of automotive franchéses a retailer of new and used vehicles and relsgedces. As of March 2, 2015, we offerec
brands of new vehicles and all brands of used lehio 130 stores in the United States and onliridthia.com and DCHauto.com. We sell new
used cars and replacement parts; provide vehicletemance, warranty, paint and repair servicesinge related financing; and sell service contr
vehicle protection products and credit insurance.

Our dealerships are located across the UnitedsState seek domestic, import and luxury franchigesties ranging from midized regional marke
to metropolitan markets. We evaluate all brandsfgransion opportunities provided the market igdagnough to support adequate new vehicle
to justify the required capital investment.




The following table sets forth information abouirsts that were part of our continuing operationsfd3ecember 31, 2014:

State Number of Percent of
Stores 2014 Revenue

Texas 17 20.1%
Oregon 24 20.z
California 30 15.¢
Montana 8 7.3
Washington 7 6.8
Alaska 9 6.€
New Jerse) 10 5.C
Nevada 4 4.2
Idaho 5 31
lowa 5 3.6
North Dakote 3 1.¢
Hawaii 3 1.t
New Mexico 2 1.3
New York 3 0.6

Total 13C 100.(%

Business Strategy and Operations

Our mission statement is: “Driven by our employaed preferred by our customers, Lithia is the legdiutomotive retailer in each of our markets.”
We offer customers personal, convenient, flexitdespnalized service combined with the large compaiwantages of selection, competitive pric
broad access to financing, and warranties. Weesfov diversification in our products, servicesatls and geographic locations to insulate us
market risk and to maintain profitability. We hadeveloped a centralized support structure to redtme level administrative functions. This allc
store personnel to focus on providing a positivet@mer experience. With our management informatimtems and centrallyerformed administratiy
functions in Medford, Oregon, and regional accaumpfirocessing centers, we seek to gain economigsaté from our dealership network.

We offer a variety of luxury, import and domestiewn vehicle brands and models, reducing our deperden any one manufacturer and
susceptibility to changing consumer preferencesoBmpassing economy and luxury cars, sport utiliéhigles (SUVS), crossovers, minivans
trucks, we believe our brand mix is wsllited to what customers demand in the marketsemeesOur new vehicle unit mix of 46% import, 4
domestic and 11% luxury aligns similarly with naidd market share, which was 48%, 45% and 7%, résp8gc for the year ended December
2014.

We have centralized many administrative functianstteamline store level operations. Accounts pleyarcounts receivable, credit and collecti
accounting and taxes, payroll and benefits, infaimmatechnology, legal, human resources, persodegklopment, treasury, cash manager
advertising and marketing are all centralized at @urporate headquarters. The reduction of admatise functions at our stores allows our Ik
managers to focus on custonfacing opportunities to generate increased reveanesgross profit. Our operations are supportesirydedicate
training and personnel development program, whidres best practices across our dealership netaratkseeks to develop our store manage
talent.

Operations are structured to promote an entreprth@nvironment at the dealership level. Eachestogeneral manager and department man:
with assistance from regional and corporate managenare responsible for developing retail plare rerform in their stores. They are the leade
driving dealership operations, personnel develognmeanufacturer relationships, store culture andritial performance.




During 2014, we focused on the following areasdioieve our mission:

e increasing revenues in all business lines;

e capturing a greater percentage of overall neviclekales in our local markets;

e capitalizing on a used vehicle market that is appnately three times larger than the new vehicleketaby increasing sales of manufact
certified pre-owned used vehicles; late model, lemédeage vehicles; and value autos, which arerphigher mileage vehicles;
growing our service, body and parts revenuess in operation increase;
leveraging our cost structure;
diversifying our franchise mix through acquisit&
integrating acquired stores to achieve targetadms;
increasing our return to investors through dinidie and strategic share buy backs;
investing in our existing stores to increase ipgpand
increasing leveragability of the balance shegrépare for future expansion opportunities.

We believe we can leverage our cost structure las $avels improve and we integrate acquired storesour network. In 2014, we purchasec
stores, including 27 stores on October 1, 2014utinothe acquisition of DCH Auto Group (USA), andeopd one franchise. We expect tt
acquisitions to add over $2.7 billion in revenu@sr acquisition targets typically have higher exgemas a percentage of gross profit than our eg
store base. Due to the number of acquisitions heid telative size in 2014, our selling, generad administrative (“SG&A”)expense as a percent
of gross profit increased to 68.4% in 2014 from76%.in 2013. Adjusting for nopere items in both 2014 and 2013, our adjusted S@&pense as
percentage of gross profit in 2014 was 67.7%, coagpto 67.2% in 2013. See “Non-GAAP Reconciliaticies more details.

We are targeting SG&A as a percentage of grosstpnathe lower 70% range, for the full year of Z)primarily due to the inclusion of a full yeai
DCH Auto Groups operations in our results. Over time, we seeletluce this percentage to the upper 60% rangealangoset in the second hall
2013 and achieved during the first three quarteBOa4.

We monitor how efficiently we leverage our cosusture by evaluating throughput, which is calcuda#s the percentage of incremental gross |
dollars we retain after deducting increases in SG&fense. For the years ended December 31, 201204:3] our incremental throughput was 29
and 41.4%, respectively. Adjusting for non-coremise our adjusted throughput in 2014 was 30.5% an@013 was 46.2%. See “N@AAP
Reconciliations” for additional information.

Throughput contributions for newly opened or acedistores are on a “first dollaibasis for the first twelve months of operations typically reduc
overall throughput. In the first year of operatianstores throughput is equal to the inverse of its SG&Aageercentage of gross profit. For examp
store which achieves SG&A as a percentage of gnad of 70% will have throughput of 30% in thedi year of operation.

We acquired 35 stores and opened one new stor@lid. 2n 2013, we acquired six stores and openedneme store. Adjusting to exclude th
locations and other notere adjustments, our throughput contribution ame store basis was 42.9% and 51.4% for the peaiesd December &
2014 and 2013, respectively. We continue to taaiggtme store throughput contribution of 45% to 50%015.

We continuously evaluate our portfolio of franclsite balance our brand mix, minimize exposure toare franchise and achieve financial return
the past three years we acquired or opened 48sstadzlitionally, we divest stores that are not nmggour financial return requirements or of
performance expectations. Divestiture activity gated $17.2 million during the past three yeararasold three stores.




New Vehicles

In 2014, we sold 91,104 new vehicles, generatirfigy B4 our gross profit for the year. New vehicleesahave the potential to create incremental |
opportunities through manufacturer incentives, leesd trade-in vehicles, sale of thighrty financing, vehicle service and insurance r@mt$, an
future service and repair work.

In 2014, we represented 30 domestic and importdsraanging from economy to luxury cars, SUVs, aoesss, minivans and light trucks.

Percent of Percent of
2014 New Vehicle 2014 New Vehicle
Manufacturer Revenue Gross Profit
Chrysler, Jeep, Dodge, Ram 26.6% 23.2%
Chevrolet, Cadillac, GMC, Buick 14.2 16.C
Toyota, Scion 13.£ 12.C
Honda, Acura 10.t 11.€
BMW, MINI 9.7 11.7
Subaru 6.€ 3.7
Ford, Lincoln 6.1 5.5
Mercedes, smart 34 5.C
Nissan 2.7 2.6
Volkswagen, Audi 2.€ 3.2
Hyundai 1.¢ 2.8
Kia 0.€ 0.7
Lexus 0.€ 0.t
Porsche 04 0.7
Mazda 0.2 0.2
Mitsubishi 0.1 0.1
Fiat 0.1 0.1
Volvo * *
Total 100.(% 100.(%

* Less than 0.1%

We purchase our new car inventory directly from ofaaturers, who generally allocate new vehiclesttwes based on availability, monthly sales
market area. Accordingly, we rely on the manufaatsito provide us with vehicles that meet consuteenand at suitable locations, with approp
quantities and prices. However, if high demand elebi or vehicles with certain option configurasaare in short supply, we exchange vehicles
other automotive retailers and between our owrestty accommodate customer demand and to balarextamy.

Used Vehicle s
At each new vehicle store, we also sell used vebidh 2014, retail used vehicle sales generatéd&ur gross profit.

Our used vehicle operations give us an opportunity

generate sales to customers unable or unwilbrgutchase a new vehicle;
generate sales of vehicle brands other thanttne’s new vehicle franchise(s);
increase vehicle sales by aggressively pursuistpmer trade-ins; and
increase finance and insurance revenues anccsand parts sales.

We classify our used vehicles in three categoriemufacturer certified pre-owned used vehicleg tabdel, lowemileage vehicles; and value au
We offer manufacturer certified pmvned used vehicles at most of our franchised d#zfes. These vehicles undergo additional recamdity an
receive an extended factory-provided warranty. lmatelel, lowermileage vehicles are reconditioned and offer aiaitertified warranty. Value aut
are older, higher mileage vehicles that undergafety check and a lesser degree of reconditionfiadie autos are offered to customers who de:
less expensive vehicle or a lower monthly payment.




We acquire our used vehicles through customer figlepurchases from ndrithia stores, independent vehicle wholesalers @nndhte parties, and
closed auctions.

Our nearterm goal for used vehicles is to retail an aver@ages units per store per month. In 2014, ouregaold an average of 56 retail used unit
month. We believe used vehicles represent a sigmifiarea for organic growth. As new vehicle sglesvth rates return to historical levels and
continue our focus on growing used retail salesbelgéeve our long-term target is achievable.

Wholesale transactions result from vehicles we lgpiired via tradé@ from customers or vehicles we have attempteskliovia retail that we elect
dispose of due to inventory age or other factors.part of our used vehicle strategy, we have cdrad on directing more lowgriced, olde
vehicles to retail sale rather than wholesale diapo

Vehicle Financing , Service Contracts and Other Fhacts
As part of the vehicle sales process, we assiatriginging customer financing options as well agrofixtended warranties, insurance contract:
vehicle and theft protection products. The salthe$e items generated 23% of our gross profit.

We believe that arranging financing is an imporigant of our ability to sell vehicles and relatedgucts and services. Our sales personnel andci
and insurance managers receive training in secwigjomer financing and possess extensive knowledgevailable financing alternatives.
attempt to arrange financing for every vehicle wk and we offer customers financing on a “same’ dmsis, giving us an advantage, particularly
smaller competitors who do not generate enougls salattract our breadth of finance sources.

We earn a commission on each finance, serviceswance contract we write and subsequently sellttordparty. We normally arrange financi
for customers by selling the contracts to outs&ces on a non-recourse basis to avoid the rislefafult.

We arranged financing on 78% of the vehicles we goring 2014 and 2013. Our presence in multipleketa and changes in technology surroun
the credit application process have allowed ustitzel a larger network of lenders across a broageagraphic area. Additionally, we continue to
the availability of consumer credit expand withders increasing the loan-t@ue amount available to most customers. Thedés sdfford us th
opportunity to sell additional or more compreheasproducts, while remaining within a loansalue framework acceptable to our retail custc
lenders.

We also market thirgharty extended warranty contracts, insurance cotstrand vehicle and theft protection products toaustomers. These produ
and services yield higher profit margins than vishgales and contribute significantly to our pritity. Extended warranty and service contract
vehicles provide coverage for certain repairs beyiwe duration or scope of the manufactwevarranty. We believe the sale of extended wdas
service contracts and vehicle and theft protegiiaducts increases our service and parts busiAésttionally, these products build a customer |
for future repair work to our locations.

When customers finance an automobile purchase ffgetbem life, accident and disability insuranaeerage, as well as guaranteed auto prote
(“gap”) coverage that provides protection from loss inalitog the difference in the amount owed and the arheoeceived under a comprehen:
insurance claim. We receive a commission on eatibypsold.




We offer a lifetime lube, oil and filter (“LOF"$ervice, which, in 2014, was purchased by 35% oftotal new and used vehicle buyers. This ser
where customers prepay for their LOF services,shafpretain customers by building customer loyattgl provides opportunities for selling additic
routine maintenance items and generating repeaicedousiness. In 2014, we sold an average of $3@lditional maintenance on each lifetime L
service we performed.

Service, Body and Part

In 2014, our service, body and parts operationeigged 30% of our gross profit. Our service, bodg parts operations are an integral pa
establishing customer loyalty and contribute sigaifitly to our overall revenue and profits. We pdevparts and service for the new vehicle br
sold by our stores, as well as service most ottekesiand models.

The service and parts business provides imporep@at revenues to our stores, which we seek to grganically. Customer pay revenues repre
sales for vehicle maintenance and service perfororedther makes and models, as well as vehiclashtnee fallen outside of the manufact
warranty coverage period. We believe increasingpooduct and service offerings for customers déffeiates us. More diversified services with ac
to a variety of parts enable us to provide a betkperience for our customers. Our service andpavienues benefit from the increases we haveis
new vehicle sales over the last few years as thexea greater number of late model vehicles inaijmar, which tend to visit franchised dealer:
locations more frequently than older vehicles du¢he manufacturer warranty period. Additionallgrtain franchises provide routine maintena
such as oil changes, for two to four years afteglzicle is sold, which provides for future warramtgrk.

We focus on growing our customer pay business aautkeh our parts and service products by notifyingners when their vehicles are due for peri
service. This encourages preventive maintenanber#tan posbreakdown repairs. The number of customers whohases our lifetime LOF servi
helps to improve customer loyalty and provides opputies for repeat parts and service business.

Revenues from the service and parts departmentpaatieularly important during economic downturmgien owners tend to repair their exis
vehicles rather than buy new vehicles. This pdytialitigates the effects of a drop in new vehicddes that may occur in a recessionary econ
environment.

We believe body shops provide an attractive oppdtsttto grow our business, and we continue to eatalypotential locations to expand. We curre
operate 18 collision repair centers: five in TeXag in Oregon; two in Idaho; and one each in KlsWashington, Montana, lowa, Nevada and
Jersey.

Segments
We report three business segments: Domestic, ImgudtLuxury. For certain financial information bggsnent, see Notes 1 and 19 of Note
Consolidated Financial Statements included in Paitem 8 of this Annual Report.

Marketing

We emphasize customer satisfaction and we redhiae dustomer retention is critical to our succ&¥e want our customergxperiences to |
satisfying so that they refer us to their famileexd friends. We utilize an owner marketing strateggsisting of database analysis, emalil, tradit
mail and phone contact to maintain regular commatioo and solicit feedback.




To increase awareness and traffic at our storesuyseea combination of traditional, digitahd social media to reach potential customers.|
advertising expense, net of manufacturer credits $46.7 million in 2014, $39.6 million in 2013 ad81.9 million in 2012. In 2014, approximat
38% of those funds were spent in traditional mextdid 62% were spent in digital and owner commuraaatiand other media outlets. In all of
communications, we seek to convey the promisepafsitive customer experience, competitive pricind wide selection.

Certain advertising and marketing expendituresoéfiwet by manufacturer cooperative programs whéduire us to submit requests for reimbursel
to manufacturers for qualifying advertising expéndis. These advertising credits are not tied ézifip vehicles and are earned as qualifying exes
are incurred. These reimbursements are recognizeal r@duction of advertising expense. Manufactaoaiperative advertising credits were $:
million in 2014, $11.8 million in 2013 and $9.6 hdh in 2012.

Many people now shop online before visiting ouraso We maintain websites for all of our stores emgborate sites (Lithia.com and DCHAuto.ct
to generate customer leads for our stores.

Our websites enable our customers to:
e |ocate our stores and identify the new vehicenbs sold at each store;
search new and pre-owned vehicle inventory;
view current pricing and specials;
calculate payments for purchase or lease;
obtain a value for their vehicle to trade or sells;
submit credit applications;
shop for and order manufacturers’ vehicle parts;
schedule service appointments; and
provide feedback about their experience.

We also maintain mobile versions of our websited amnobile application in anticipation of greatdoption of mobile technology. Mobile traffic n
accounts for 29% of our web traffic and all of Hies utilize responsive technology to enhance haalid tablet usage.

We post our inventory on major new and used veliigfimg services (cars.com, autotrader.com, kbh,cedmunds.com, eBay, craigslist, etc.) to r
online shoppers. We also employ search engine @gatiion, search engine marketing and online displdwertising (including réargeting) to reac
more online prospects.

Social influence marketing represents a cost-éffeehethod to enhance our corporate reputationoandgtoresreputations, and increase vehicle s
and service. We deploy tools and training to oupleyees in ways that will help us listen to ourtomsers and create more advocates for Lithia.

We also encourage our stores to give back to tbeal communities through financial and nfimancial participation in local charities and et&
Through Lithia4Kids and DCH Teen Safe Driving Foatidn, our initiatives to increase employee volentan and community involvement, we fo
the impact of our contributions on projects thgimsurt opportunities and the safety and developroépbung people.

Franchise Agreements
Each of our stores operates under a separate agmeétiRranchise Agreement”) with the manufacturethe new vehicle brand it sells.

Typical automobile Franchise Agreements specify [t@tions within a designated market area at wiiieh store may sell vehicles and rel;
products and perform approved services. The designaf such areas and the allocation of new veki@dmong stores are at the discretion o
manufacturer. Franchise Agreements do not, howguarantee exclusivity within a specified territory




A Franchise Agreement may impose requirements @stibre with respect to:
e facilities and equipment;

inventories of vehicles and parts;

minimum working capital;

training of personnel; and

performance standards for market share and cestsatisfaction.

Each manufacturer closely monitors compliance lithse requirements and requires each store to subomithly financial statements. Franct
Agreements also grant a store the right to usedisplay manufacturerdrademarks, service marks and designs in the maap@oved by ea
manufacturer.

We have determined the useful life of a FranchigeeAment is indefinite, even though certain Fraseligreements are renewed after one to six
In our experience, agreements are routinely renewttbut substantial cost and there are legal réeset help prevent termination. Certain Franc
Agreements have no termination date. In addititatesfranchise laws protect franchised automotteilers. Under certain laws, a manufacturer
not terminate or fail to renew a franchise withgabd cause or prevent any reasonable changes @ajfit@l structure or financing of a store.

The typical Franchise Agreement provides for etynination or non-renewal by the manufacturer upon
e achange of management or ownership without nzeotuifer consent;
insolvency or bankruptcy of the dealer;
death or incapacity of the dealer/manager;
conviction of a dealer/manager or owner of cartaimes;
misrepresentation of certain sales or inventofgrimation by the store, dealer/manager or ownéneéananufacturer;
failure to adequately operate the store;
failure to maintain any license, permit or authation required for the conduct of business;
poor market share; or
low customer satisfaction index scores.

Franchise Agreements generally provide for prioittam notice before a franchise may be terminateden most circumstances. We also sign m
framework agreements with most manufacturers thpbse additional requirements. See Item 1A, “Rig&térs.”

Competition

The retail automotive business is highly competitiCurrently, there are approximately 17,800 dsalerthe United States, many of whom
independent stores managed by individuals, famdresmall retail groups. We compete primarily witther automotive retailers, both publiclgnc
privately-held.

Vehicle manufacturers have designated specific aetanty and sales areas within which only one de#lervehicle brand may operate. In addition,
Franchise Agreements typically limit our ability asquire multiple dealerships of a given brand imith particular market area. Certain state frams
laws also restrict us from relocating our dealgrshor establishing new dealerships of a particbhitand, within any area that is served by ant
dealer with the same brand. To the extent that keh&as multiple dealers of a particular brandgersain markets we operate in do, we are subp
significant intra-brand competition.

We are larger and have more financial resources ith@st private automotive retailers with which werently compete in the majority of our regic
markets. We compete directly with retailers witmisr or greater resources in markets such as peitan New York, the greater Los Angeles &
Seattle, Washington; Spokane, Washington; AnchorAgska; Portland, Oregon and the San Francisgo/aa, California. If we enter other n
markets, we may face competitors that are largdraoe access to greater financial resources. Whieotlbave any cost advantage in purchasing
vehicles from manufacturers. We rely on advertising merchandising, pricing, our customer guaranséeel sales model, our sales expertise, s¢
reputation and the location of our stores to sell wehicles.




Regulation

Automotive and Other Laws and Regulatio

We operate in a highly regulated industry. A numifestate and federal laws and regulations affactwisiness. In every state in which we operatt
must obtain various licenses to operate our bus@ssncluding dealer, sales and finance and insarlicenses issued by state regulatory autha
Numerous laws and regulations govern our busineskiding those relating to our sales, operatidingncing, insurance, advertising and employr
practices. These laws and regulations include dtatehise laws and regulations, consumer protedaws, privacy laws, escheatment laws, anti-
money laundering laws and federal and state wage-hati-discrimination and other employment pregsilaws.

Our financing activities with customers are subjechumerous federal, state and local laws andaggns. In 2013 and 2014, there was an incree
activity related to oversight of consumer lendingthe Consumer Financial Protection Bureau (CFRB)¢ch has broad regulatory powers. The C
does not have direct authority over automotive @salhowever, its regulation of larger automotivehce companies and other financial institut
could affect our financing activities. Claims amigiout of actual or alleged violations of law masy dsserted against us or our stores by individa
class of individuals, or governmental entities. Jéelaims may expose us to significant damagesher penalties, including revocation or susper
of our licenses to conduct store operations aresfin

The vehicles we sell are subject to rules and egguis of various federal and state regulatory eigsn

Environmental, Health, and Safety Laws and Regultats

Our operations involve the use, handling, storagk @ntracting for recycling and/or disposal of ematls such as motor oil and filters, transmis
fluids, antifreeze, refrigerants, paints, thinndratteries, cleaning products, lubricants, degnggagents, tires and fuel. Consequently, our basiii
subject to a complex variety of federal, state lacdl requirements that regulate the environmedtpublic health and safety.

Most of our stores use above ground storage tamid;, to a lesser extent, underground storage tamiksarily for petroleumbased products. Store
tanks are subject to periodic testing, containmapgrading and removal under the Resource Congemvand Recovery Act and its state
counterparts. Cleanp or other remedial action may be necessary iretlemt of leaks or other discharges from storagkstar other sources.
addition, water quality protection programs undee federal Water Pollution Control Act (commonlyokm as the Clean Water Act), the £
Drinking Water Act and comparable state and localgmams govern certain discharges from our operati®imilarly, certain air emissions fr
operations, such as auto body painting, may beesulbp the federal Clean Air Act and related stmte local laws. Health and safety stand
promulgated by the Occupational Safety and Heattimifvistration of the United States Department didraand related state agencies also apply.

Certain stores may become a party to proceedindsruhe Comprehensive Environmental Response, Qusagien, and Liability Act, or CERCL.
typically in connection with materials that werenséo former recycling, treatment and/or disposatilities owned and operated by indepen
businesses. The remediation or clegnef facilities where the release of a regulatezbndous substance occurred is required under CER@H othe
laws.
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We incur certain costs to comply with environmentaalth and safety laws and regulations in thenargt course of our business. We do
anticipate, however, that the costs of such compéawill have a material adverse effect on ourhess, results of operations, cash flows or find
condition, although such outcome is possible gittennature of our operations and the extensiverenwiental, public health and safety regula
framework. We may become aware of minor contanonaét certain of our facilities, and we conductestigations and remediation at propertie
needed. In certain cases, the current or priorgrtgwner may conduct the investigation and/oreeigtion or we have been indemnified by eithe
current or prior property owner for such contamirat We do not currently expect to incur signifitarosts for the remediation. However,
assurances can be given that material environmeatamitments or contingencies will not arise in thre, or that they do not already exist but
unknown to us.

Employees
As of December 31, 2014, we employed approxim&g27 persons on a full-time equivalent basis.

Seasonality and Quarterly Fluctuations

Historically, our sales have been lower in thetfaad fourth quarters of each year due to consyueshasing patterns during the holiday see¢
inclement weather in certain of our markets andrédtziced number of business days during the hokgagon. As a result, financial performant
expected to be lower during the first and fourttargers than during the second and third quartersach fiscal year. More recently, our franc
diversification and cost control efforts have maded the significance of our seasonality. We belithat interest rates, levels of consumer
consumer confidence and manufacturer sales ineentas well as general economic conditions, alsdribote to fluctuations in sales and operz
results.

Available Information and NYSE Compliance

We file annual, quarterly and current reports, gretatements and other information with the Semsriand Exchange Commission (“SE@%der thi
Securities Exchange Act of 1934 (the “Exchange Adfbu may inspect and copy our reports, proxy statemend other information filed with t
SEC at the SEC'’s Public Reference Room at 100éeBtNE, Washington, D.C. 20549. Please call the 8EL-800-SE®330 for further informatic
on the Public Reference Room. The SEC maintairiatamet Web site at http://www.sec.gov where yayraccess copies of our SEC filings. We
make available free of charge, on our website atwlithia.com, our annual reports on Form 10-K, dgedy reports on Form 1@, current reports (
Form 8K, and amendments to those reports filed or fuedgbursuant to Section 13(a) or 15(d) of the Exgbafct, as soon as reasonably practic
after they are filed electronically with the SEQeTinformation found on our website is not partta§ Annual Report on Form 10-K.ou may als
obtain copies of these reports by contacting IroreRelations at 877-331-3084.

Item 1A. Risk Factors

You should carefully consider the risks describeldw before making an investment decision. The dglscribed below are not the only ones facing
our company. Additional risks not presently knowmg or that we currently deem immaterial may étspair our business operations.

Risk s related to our business

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

Our business is heavily dependent on consumer diraad preferences. A downturn in overall levelscohsumer spending may materially
adversely affect our revenues. Retail vehicle satescyclical and historically have experiencedgaic downturns characterized by oversupply
weak demand. These cycles are often dependentr@rajeeconomic conditions and consumer confideasevell as the level of discretionary pers

income and credit availability. Economic conditiomay be anemic for an extended period of time, eierbrate in the future. This would hav
material adverse effect on our retail businesgjquéarly sales of new and used automobiles.
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Our business may be adversely affected by unfavieaonditions in our local markets, even if thoseralitions are not prominent nationally.

Our performance is subject to local economic, cditipe and other conditions prevailing in our variogeographic areas. Our dealerships are cur
located in limited markets in 14 states, with safeshe top three states accounting for approxiipd@@% of our revenue in 2014. Our result:
operations, therefore, depend substantially on rgéreonomic conditions and consumer spending seiethose markets and could be mater
adversely affected to the extent these marketsrexpee sustained economic downturns regardlesamfovements in the U.S. economy overall.

Increasing competition among automotive retailereduces our profit margins on vehicle sales and telh businesses. Further, the use of
Internet in the car purchasing process could matally adversely affect us

Automobile retailing is a highly competitive busiése Our competitors include publicly and privatelyned dealerships, of which certain compet
are larger and have greater financial and markegsgurces than we have. Many of our competitdighse same or similar makes of new and (
vehicles that we offer in our markets at compegitprices. We do not have any cost advantage irhpaiieg new vehicles from manufacturers du
the volume of purchases or otherwise.

Our finance and insurance business and other delatsinesses, which have higher margins than sélesw and used vehicles, are subjectto s
competition from various financial institutions aothers.

The Internet has become a significant part of #ilessprocess in our industry. Customers are usiadriternet to compare pricing for vehicles
related finance and insurance services, which roathdr reduce margins for new and used vehicles paafits for related finance and insura
services. If Internet new vehicle sales are allowedbe conducted without the involvement of fragekli dealers, our business could be mate
adversely affected. In addition, other franchiseugis have aligned themselves with services offeredhe Internet or are investing heavily in
development of their own Internet capabilities, ethcould materially adversely affect our businessuylts of operations, financial condition and
flows.

Our Franchise Agreements do not grant us the exelusght to sell a manufacturer'product within a given geographic area. Our raesno
profitability could be materially adversely affedtd any of our manufacturers award franchisestters in the same markets where we operate
existing franchised dealers increase their matkatesin our markets.

In addition, we may face increasingly significantrgetition as we strive to gain market share thihoacquisitions or otherwise. Our operating mat
may decline over time as we expand into marketgevtve do not have a leading position.
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Increasing fuel prices change consumer demand. Sfgant increases in fuel prices can be expectededuce vehicle sale:

Historically, in times of rapid increase in crudeand fuel prices, sales of vehicles have droppedticularly in the short term, as the economyvs|
consumer confidence wanes and fuel costs become prominent to the consumerbuying decision. In sustained periods of highesl ftosts
consumers who do purchase vehicles tend to prefalier, more fuel efficient vehicles (which typilgahave lower margins) or hybrid vehicles (wr
can be in limited supply during these periods).

Additionally, a significant portion of our new vele revenue and gross profit is derived from domestanufacturers. These manufacturers
historically sold a higher percentage of trucks &uVs than import or luxury brands. They may, tfanes experience a more significant declin
sales in the event that fuel prices increase.

A decline of available financing in the lending mket has adversely affected, and may continue toeadely affect, our vehicle sales volun

A significant portion of vehicle buyers finance ithpurchases of automobiles. Spbime lenders have historically provided financfiog consumer
who, for a variety of reasons, including poor ctéitories and lack of down payment, do not haseess to more traditional finance sources. If les
tighten their credit standards or there is a dedimthe availability of credit in the lending matkthe ability of these consumers to purchasecle
could be limited, which could have a material agdeegffect on our business, results of operatioman€ial condition and cash flows.

Adverse conditions affecting one or more key manctfzrers may negativelaffect our business, results of operations, financial catidn and cast
flows.

We depend on our manufacturers to provide a suppghicles which supports expected sales leveleahufacturers are unable to supply the ne
level of vehicles, our financial performance mayadeersely impacted.

We are subject to a concentration of risk in thentwof financial distress, including potential rg@mization or bankruptcy, of a major veh
manufacturer. We purchase substantially all of wemw vehicles from various manufacturers or distobsl at the prevailing prices available to
franchised dealers. Our sales volume could be iayeadversely impacted by the manufacturers’ igtributors’inability to supply our stores with
adequate supply of vehicles.

In the event of a manufacturer or distributor bapkcy, we could be held liable for damages relategroduct liability claims, intellectual prope
suits or other legal actions. These legal actiomstgpically directed towards the vehicle manufaetuand it is customary for manufacturer:
indemnify us from exposure related to any judgmestociated with the claims. However, if damagesdcnot be collected from the manufacture
distributor, we could be named in lawsuits and judgts could be levied against us.

There can be no assurance that we will be ableitoessfully address the risks described aboveasetlof the current economic circumstances
sales environment.

Our success depends in large part upon the ovedaimand for the particular lines of vehicles that &a of our stores sell and the ability of t
manufacturers to continue to deliver high qualitgefect-free vehicles.

Demand for our primary manufacturexghicles, as well as the financial condition, mamagnt, marketing, production and distribution calfigs of
these manufacturers, can significantly affect ousitbess. Events that adversely affect a manufatsuebility to timely deliver new vehicles
adversely affect us by reducing our supply of papulew vehicles and leading to lower sales in ¢anes during those periods than would other
occur. We depend on our manufacturers to delivgh-uality, defecfree vehicles. If manufacturers experience qualisues, our financi
performance may be adversely impacted. In additt@discontinuance of a particular brand couldatiggly impact our revenues and profitability.
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Many new manufacturers are entering the automatigestry. New companies have raisegital to produce fully electric vehicles or toehse batte
technology to existing manufacturers. Tesla has ahestnated the ability to successfully introduceckle vehicles to the marketplace. Fore
manufacturers from China and India are produciggicant volumes of new vehicles and are entetiiregU.S. and selecting partners to distribute
products. Because the automotive market in the Id.8ature and the overall level of new vehicleesahay not increase in the coming years
success of new competitors will likely be at thpense of other, established brands. This could havaterial adverse impact on our success i
future.

Vehicle manufacturers would be adversely affectg@donomic downturns or recessions, adverse fltiongin currency exchange rates, signifi
declines in the sales of their new vehicles, ingegan interest rates, declines in their credingat port closures, labor strikes or similar didions
(including within their major suppliers), supplyostages or rising raw material costs, rising emp®penefit costs, adverse publicity that may re
consumer demand for their products, product defeesicle recall campaigns, litigation, poor produtx or unappealing vehicle design, or o
adverse events. These and other risks could miftemidversely affect any manufacturer and limit atsility to profitably design, market, produce
distribute new vehicles, which, in turn, could ity adversely affect our business, results oéragions, financial condition and cash flows
February 2015, for example, Honda and other maktwias announced they would curtail car productiotNorth America due to parts shorta
caused by port closures and work slowdowns on tlestWoast; if these continue and a materially lomenber of Hondas are manufactured,
supply and sales of Hondas may materially decrease.

Additionally, federal and certain state laws maedatinimum levels of vehicle fuel economy and essabemission standards. These levels
standards could be increased in the future, inotudhe required use of renewable energy sourceh Bws often increase the costs of new veh
which would be expected to reduce demand. Furtemges in these laws could result in fewer vehiakailable for sale by manufacturers unwil
or unable to comply with the higher standards.

If manufacturers or distributors discontinue or chege sales incentives, warranties and other promo#&b programs, our business, results
operations, financial condition and cash flows még materially adversely affected.

We depend upon the manufacturers and distributorsales incentives, warranties and other progtaatsare intended to promote new vehicle sal
supplement dealer income. Manufacturers and digtil routinely make changes to their incentivegpms. Key incentive programs include:
e customer rebates;
dealer incentives on new vehicles;
special financing rates on certified, pre-ownadsg
below-market financing on new vehicles and spée&sing terms; and
sponsorship of used vehicle sales by authorieedvehicle dealers.

Our financial condition could be materially advéysenpacted by a discontinuation or change in oanofacturers’ or distributorscentive program
In addition, certain manufacturers use a dealeishipanufacturer-determined customer satisfactiatexy or “CSl”, score as a factor govern
participation in incentive programs. To the extewtdo not meet minimum score requirements, we neagrécluded from receiving certain incenti
which could materially adversely affect our busjeesults of operations, financial condition aadicflows.
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The ability of our stores to make new vehicle sattspends in large part upon the manufacturers anblerefore, any disruption or change in o
relationships could impact our business.

We depend on the manufacturers to provide us witlesirable mix of new vehicles. The most populdricles usually produce the highest pi
margins and are frequently in short supply. If ve@mot obtain sufficient quantities of the most dapumodels, our profitability may be advers
affected. Sales of less desirable models may reduicprofit margins.

Each of our stores operates pursuant to a Frandhiggeement with each of the respective manufactufer which it serves as franchis
Manufacturers exert significant control over ouores through the terms and conditions of their drése agreements. Such agreements cc
provisions for termination or norenewal for a variety of causes, including serviegention, facility compliance, customer satisfactand sales a
financial performance. From time to time, certafnoar stores have failed to comply with certainvis@ons of their franchise agreements, anc
cannot assure you that our stores will be ableotopty with these provisions in the future. In adit actions taken by a manufacturer to explo
bargaining position in negotiating the terms ofexwals of franchise agreements or otherwise codld lahve a material adverse effect on our reve
and profitability. If a manufacturer terminatesfails to renew one or more of our significant fraise agreements or a large number of our fran
agreements, such action could have a material seleffect on our business, results of operationan€ial condition and cash flows.

Our Franchise Agreements also specify that, exicepértain situations, we cannot operate a frarchisanother manufacturer in the same buildir
the manufactures franchised store. This may require us to build feilities at a significant cost. Moreover, ouanufacturers generally require t
the store meet defined image standards. These daments could require us to make significant cagqlenditures.

Manufacturer stock ownership restrictions may impaur ability to maintain or renew franchise agreesnts or issue additional equit

Certain of our Franchise Agreements prohibit trarssbf ownership interests of a store or, in setécases, its parent. The most prohibitive regin
which could be imposed by various manufacturerdptting Honda/Acura, Hyundai, Mazda and Nissanyigles that, under certain circumstances
may lose a franchise if a person or entity acquineownership interest in us above a specifiedl Ieaaging from 20% to 50% depending on
particular manufactures’restrictions and falling as low as 5% if anothehicle manufacturer is the entity acquiring thenevghip interest) without tl
approval of the applicable manufacturer. Otherrietgins in certain Franchise Agreements with mawtirers, including Ford, GM, Honda/Acura
Toyota, provide that a change in control in the @any without prior consent is a violation of ouarichise or dealer framework agreen
Transactions in our stock by our stockholders ospective stockholders are generally outside ofcoatrol and may result in the termination or non-
renewal of one or more of our franchises or impair ability to negotiate new franchise agreemeotdgalerships we desire to acquire in the fu
which may have a material adverse effect on ouiness, results of operations, financial conditiod aash flows. These restrictions may also pre
or deter a prospective acquirer from acquiring raf us or otherwise adversely affect the magkite of our Class A common stock or limit
ability to restructure our debt obligations.
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If state dealer laws are repealed or weakened, dealerships will be more susceptible to terminatiamon-renewal or renegotiation of the
franchise agreements. Additionally, federal bankray law can override protections afforded under &talealer laws

State dealer laws generally provide that a manufecimay not terminate or refuse to renew a frasehreement unless it has first provided the t
with written notice setting forth good cause anatisy the grounds for termination or nmmewal. Certain state dealer laws allow dealerfle
protests or petitions or attempt to comply with th@nufacturer’s criteria within the notice periadavoid the termination or naenewal. If dealer lav
are repealed in the states where we operate, nntdes may be able to terminate our franchiseBowit providing advance notice, an opportunit
cure or a showing of good cause. Without the ptateof state dealer laws, it may also be moreidliff to renew our franchise agreements
expiration or on terms acceptable to us.

In addition, these laws restrict the ability of @abbile manufacturers to directly enter the retarket in the future. If manufacturers obtain thdity
to directly retail vehicles and do so in our maskeuch competition could have a material adveiseteon our business, results of operations, fife
condition and cash flows.

As evidenced by the bankruptcy proceedings of thysler and GM in 2009, state dealer laws do foté continued protection from manufactt
terminations or nomenewal of franchise agreements. No assurancekecgiven that a manufacturer will not seek protectinder bankruptcy laws,
that, in this event, they will not seek to terma&tnchise rights held by us.

Import product restrictions and foreign trade riskmay impair our ability to sell foreign vehicles pfitably.

A significant portion of the vehicles we sell, aglwas certain major components of such vehicles, manufactured outside the United St:
Accordingly, we are affected by import and expestrictions of various jurisdictions and are depgrdto a certain extent, on general sagonomi
conditions in, and political relations with, a nuentof foreign countries. Additionally, fluctuatioms currency exchange rates may increase the
and adversely affect our sales of vehicles prodbgefdreign manufacturers. Imports into the Unigtdtes may also be adversely affected by incr
transportation costs and tariffs, quotas or dutaesy, of which could have a material adverse efteciour business, results of operations, fina
condition and cash flows.

Environmental, health or safety regulations couldakie a material adverse effect on our business, tesof operations, financial condition and ca:
flows or cause us to incur significant expenditure

We are subject to various federal, state and lecaironmental, health and safety regulations tlategn items such as the generation, sto
handling, use, treatment, recycling, transportatiisposal and remediation of hazardous materidlthe@ emission and discharge of hazardous me
into the environment. Under certain environmenggjulations or pursuant to signed private contragéscould be held responsible for all of the ¢
relating to any contamination at our present, or previously owned, facilities, and at third pamsste disposal sites. We are aware of n
contamination at certain of our facilities, and waitinely conduct investigations and/or remediataincertain properties. The current leve
contamination is such that we do not expect to rirgignificant costs for the remediation. In certaises, the current or prior property owne
conducting the investigation and/or remediationver have been indemnified by either the current rar oroperty owner for such contaminati
There can be no assurance that these owners wiltdiate, or continue to remediate, these propestigzay, or continue to pay, pursuant to tl
indemnities. We are also required to obtain perfnitsn governmental authorities for certain openagiof we violate or fail to fully comply with the
regulations or permits, we could be fined or othisevsanctioned by regulators.
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Environmental, health and safety regulations amoimng increasingly stringent. There can be norasme that the cost of compliance with tt
regulations will not result in a material adverste& on our results of operations or financial dition. Further, no assurances can be giver
additional environmental, health or safety matteils not arise or new conditions or facts will ndévelop in the future at our currently or form
owned or operated facilities, or at sites that ves/ mcquire in the future, which will require usitour significant expenditures.

With the breadth of our operations and volume ofrsumer and financing transactions, compliance withe many applicable federal and state le
and regulations cannot be assured. New regulatiare enacted on an ongoing basis. These regulatiomsy impact our profitability and requir
continuous training and vigilance. Fines, judgmengnd administrative sanctions can be severe.

We are subject to federal, state and local lawsragdlations in each of the 14 states where we htres. New laws and regulations are enacted
ongoing basis. With the number of stores we opethgenumber of personnel we employ and the lagjenve of transactions we handle, it is lik
that technical mistakes will be made. These regurataffect our profitability and require ongoingihing. Current practices in stores may bec
prohibited. We are responsible for ensuring thatiooed compliance with laws is maintained. If #nare unauthorized activities, the state and fé
authorities have the power to impose civil penaléad sanctions, suspend or withdraw dealer liscenpsdake other actions. These actions ¢
materially impair our activities or our ability scquire new stores in those states where violateosrred. Further, private causes of action oralf
of individuals or a class of individuals could riésao significant damages or injunctive relief.

Compliance with the variety of federal, state arathl regulations cannot be assured. Claims may ar@ut of actual or alleged violations of the
various laws and regulations which may be asserégrhinst us through class actions or by governmenrgatities in civil or criminal investigation
and proceedings.

We may be involved in legal proceedings arisingrfithe conduct of our business, including litigatigith customers, employeelated lawsuits, cla
actions, purported class actions and actions btobglgovernmental authorities. Claims arising ofiaotual or alleged violations of law may
asserted against us or any of our dealers by ihgi@l$, either individually or through class actions by governmental entities in civil or crimil
investigations and proceedings. Such actions mpg®xus to substantial monetary damages and lefgaisk costs, injunctive relief, criminal and ¢
fines and penalties and damage our reputation @ed.s

Governmental regulations related to fuel economyarstiards and greenhouse gases may have an advergmdtnon the ability of vehicl
manufacturers to coseffectively produce vehicles or design vehiclesiambs by customers. These regulations may also intpawar ability to sel
these vehicles at affordable prices.

Federal regulations around fuel economy standardsgreenhouse gagmissions have continued to increase. New requinesmaay adversely affe
any manufactures ability to profitably design, market, produce atidtribute vehicles that comply with such reguas. We could be advers
impacted in our ability to market and sell theshieles at affordable prices and in our ability itwahce these inventories. These regulations coave
a material adverse effect on our business, resfiliperations, financial condition and cash flows.
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Government regulations and compliance costs mayeadely affect our business, and the failure to campould have a material adverse effect on
our results of operations.

We are, and expect to continue to be, subjectwdda range of federal, state and local laws andlegigpns, including local licensing requireme
These laws regulate the conduct of our busineskiding:
e motor vehicle and retail installment sales praagj
leasing;
sales of finance, insurance and vehicle protegiiroducts;
consumer credit;
deceptive trade practices;
consumer protection;
consumer privacy;
money laundering;
advertising;
land use and zoning;
health and safety; and
employment practices.

In every state where we operate, we must obtataiodicenses issued by state authorities to operat businesses, including dealer, sales, financ
insurancerelated licenses. State laws also regulate ourrtisivey, operating, financing, employment and salesctices. Other laws and regulati
include state franchise laws and regulations amd land regulations applicable to new and used altdendealers. In some states, some ol
practices must be approved by regulatory agencigshmhave broad discretion. The enactment of neve land regulations that materially impai
restrict our sales, finance and insurance or otfparations could have a material adverse effecoumbusiness, results of operations, finai
condition, cash flows and prospects.

Our financing activities are subject to federathrin-lending, consumer leasing and equal credit oppdytlaws and regulations, as well as state
local motor vehicle finance laws, installment fisanaws, insurance laws, usury laws and other lingat sales laws and regulations. Some <
regulate finance, documentation and administrdies that may be charged in connection with velsales. Claims arising out of actual or alle
violations of law may be asserted against us ordmalerships by individuals or governmental ergitnd may expose us to significant damag
other penalties, including revocation or suspensioour licenses to conduct dealership operationsfaes. In recent years, private plaintiffs atate
attorneys general in the United States have inete#ieeir scrutiny of advertising, sales, and firmaad insurance activities in the sale and leasf
motor vehicles. These activities have led manyédesido limit the amounts that may be charged tboousrs as fee income for these activities. If t
or similar activities were to significantly restriour ability to generate revenue from arrangingaficing for our customers, we could be adve
affected.

The DoddFrank Wall Street Reform and Consumer Protectioh éstablished the Consumer Financial ProtectioreBur(CFPB), which has brc
regulatory powers. Although the CFPB may not exerdis authority over an automotive dealer thatrélominantly engaged in the sale and serv
of motor vehicles, the leasing and servicing of enatehicles, or both, the Doderank Act and future regulatory actions by thiseawr could lead
additional, indirect regulation of automotive dealthrough its regulation of automotive finance pamies and other financial institutions, and itld
affect our arrangements with lending sources.
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In March 2013, the CFPB issued a bulletin sugggstitat auto dealers who arrange credit throughideifgarties may be participating in a cr
decision such that they are subject to the Equadii€Opportunity Act, including its andliscrimination provisions. In particular, the CFRghlightec
that the payment to a dealer of the excess ofritezest rate the dealer negotiates with the custawer the rate at which the lender is willing
provide financing may encourage pricing disparitesthe basis of race, national origin, or potéiytiather prohibited bases. This bulletin may at
the willingness of outsider lenders to continuesthpractices, and heightened focus on these arrearge may affect our relationships and agreerr
including our indemnification obligations, with lgers. The level of commissions paid by lendersstéou arranging financing may change due to
bulletin. These factors could adversely affectlmusiness.

The vehicles we sell are also subject to the Natidmaffic and Motor Vehicle Safety Act, the MagoasMoss Warranty Act, Federal Motor Vehi
Safety Standards promulgated by the United Stagggmafment of Transportation and various state me¢bicle regulatory agencies. The impo
automobiles we purchase are subject to U.S. custlmtiss and, in the ordinary course of our businegsmay, from time to time, be subject to cle
for duties, penalties, liquidated damages or otherges.

If we or any of our employees at any individual ldeship violate or are alleged to violate laws aadulations applicable to them or protec
consumers generally, we could be subject to indilictlaims or consumer class actions, adminisgatwil or criminal investigations or actions
adverse publicity. Such actions could expose wutistantial monetary damages and legal defenss, éoginctive relief and criminal and civil fin
and penalties, including suspension or revocatfauolicenses and franchises to conduct dealeigbgpations.

Likewise, employees and former employees are piedeby a variety of employmenglated laws and regulations relating to, amongeothings
wages and discrimination. Allegations of a violatioould subject us to individual claims or consurdess actions, administrative investigation
adverse publicity. Such actions could expose wibstantial monetary damages and legal defensg, @gsinctive relief and civil fines and penalt
and damage our reputation and sales.

Environmental laws and regulations govern, amoigrothings, discharges into the air and water ag®mof petroleum substances and chemical
handling and disposal of wastes and remediatiaronfamination arising from spills and releasesaddition, we may also have liability in connec
with materials that were sent to thipasty recycling, treatment and/or disposal fa@situnder federal and state statutes. These featatadtate statut
impose liability for investigation and remediati@f contamination without regard to fault or the déty of the conduct that contributed to
contamination. Similar to many of our competitong, have incurred and expect to continue to incpitaband operating expenditures and other
in complying with such federal and state statuttesaddition, we may be subject to broad liabilitassing out of contamination at our currently
formerly owned or operated facilities, at locatidasvhich hazardous substances were transported tech facilities, and at such locations relate
entities formerly affiliated with us. Although f@ome such potential liabilities we believe we amétled to indemnification from other entities,
cannot assure you that such entities will viewrtbéligations as we do or will be able or willing gatisfy them. Failure to comply with applicaldevt
and regulations, or significant additional expemdis required to maintain compliance therewith, haye a material adverse effect on our busi
results of operations, financial condition, cagiw and prospects.

A significant judgment against us, the loss ofgmnsicant license or permit or the imposition afignificant fine could have a material adverseafée
our business, financial condition and future praspeWe further expect that, from time to time, nlews and regulations, particularly in the lal
employment, environmental and consumer protectieasawill be enacted, and compliance with such Jawpenalties for failure to comply, col
significantly increase our costs.
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Breaches in our data security systeror in systems used by our vendor partners, incluglioyberattacks or unauthorized data distribution
employees or affiliated vendors, could disrupt ayperations or result in the loss or misuse of cusiers’ proprietary information.

Our information technology systems are importanbperating our business efficiently. We employ egst and websites that allow for the se
storage and transmission of customen®iprietary information. The failure of our infortien technology systems to perform as we anticijpatgc
disrupt our business and could expose us to afikiss or misuse of this information, litigationcapotential liability.

Our information technology systems, and those ofvemdors, may be vulnerable to data protectiomadites and cybettacks beyond our control ¢
we may not have the resources or technical sopaiiin to anticipate or prevent rapidly evolvingpayg of cybemttacks. We invest in secur
technology to protect our data and business presesmgainst these risks. We also purchase insutamodéigate the potential financial impact of th
risks. Despite these precautions, we cannot asisate breach will not occur and any breach or essfol attack could have a negative impact ol
operations or business reputation.

Our ability to increase revenues through acquisiti® depends on our ability to acquire and succedsfiuttegrate additional stores.

General

The U.S. automobile industry is considered a matndeistry in which minimal growth is expected initusales of new vehicles. Accordingly
principal component of our growth in sales is tokenacquisitions in our existing markets and in g@egraphic markets. To complete the acquis
of additional stores, we need to successfully afdeach of the following challenges.

Limitations on our capital resource
The acquisition of additional stores will requirgbstantial capital investment. Limitations on oapital resources would restrict our ability to cdetg
new acquisitions.

We have financed our past acquisitions from a coatimn of the cash flow from our operations, borirgyg under our credit arrangements, issug
of our common stock and proceeds from private défbtings. The use of any of these financing sasicmild have the effect of reducing our earr
per share. We may not be able to obtain finanainthé future due to the market price of our Clagsomnmon stock and overall market conditit
Furthermore, using cash to complete acquisitiongdcsubstantially limit our operating or financfixibility.

Substantially all of the assets of our dealershires pledged to secure the indebtedness under edit éacility and our other floor plan financi
indebtedness. These pledges may limit our abiitydrrow from other sources in order to fund ouquasitions.

Manufacturers

We are required to obtain consent from the applécatanufacturer prior to the acquisition of a friaised store. In determining whether to approv
acquisition, a manufacturer considers many factoctyding our financial condition, ownership stiwe, the number of stores currently owned ant
performance with those stores. Obtaining manufactapproval of acquisitions also takes a signifiGamount of time, typically 60 to 90 days.
cannot assure you that manufacturers will apprateré acquisitions timely, if at all, which coul@sificantly impair the execution of our acquisit
strategy.
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Most major manufacturers have now establishedaditioibs or guidelines on the:

e number of such manufacturers’ stores that magdogired by a single owner;
number of stores that may be acquired in any etarkregion;
percentage of market share that may be contrblfeshe automotive retailer group;
ownership of stores in contiguous markets;
performance requirements for existing stores; and
frequency of acquisitions.

In addition, such manufacturers generally requig ho other manufacturerstands be sold from the same store location, antymaanufacturel
have site control agreements in place that limitatility to change the use of the facility withdheir approval.

A manufacturer also considers our past performaxeneasured by the Minimum Sales Responsibility JR¥) scores, CSI scores and S
Satisfaction Index (“SSI”) scores at our existirtgres. At any point in time, certain stores may ehacores below the manufacturessles zon
averages or have achieved sales below the targetsifacturers have set. Our failure to maintainsfatiory scores and to achieve market ¢
performance goals could restrict our ability to gdete future store acquisitions.

Acquisition risks
We will face risks commonly encountered with growihough acquisitions. These risks include, withouitation:
e failing to assimilate the operations and persbohacquired dealerships;
strain on our existing systems, procedures, &tres and personnel;
failing to achieve predicted sales levels;
incurring significantly higher capital expendiégsrand operating expenses, which could substaniiiait our operating or financial flexibility;
entering new, unfamiliar markets;
encountering undiscovered liabilities and opersl difficulties at acquired dealerships;
disrupting our ongoing business;
diverting our management resources;
failing to maintain uniform standards, controtglgolicies;
impairing relationships with employees, manufestsiand customers as a result of changes in maeaue
incurring increased expenses for accounting antpbaiter systems, as well as integration difficsttie
failing to obtain a manufactursrconsent to the acquisition of one or more ofl@alership franchises or renew the franchise agraeor
terms acceptable to us;
incorrectly valuing entities to be acquired; and
Incurring additional facility renovation costsather expenses required by the manufacturer.

In addition, we may not adequately anticipate athe demands that growth will impose on our systepnocedures and structures.

Consummation and competition
We may not be able to complete future acquisit@nacceptable prices and terms or identify suitabledidates. In addition, increased competitic
the future for acquisition candidates could resufewer acquisition opportunities for us and highequisition prices. The magnitude, timing, prg
and nature of future acquisitions will depend uparious factors, including:
e the availability of suitable acquisition candiefst
competition with other dealer groups for suitadbguisitions;
the negotiation of acceptable terms with theeselhd with the manufacturer;
our financial capabilities and ability to obtdinancing on acceptable terms;
our stock price;
our ability to maintain required financial covanéevels after the acquisition; and
the availability of skilled employees to manalge &cquired businesses.
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Operating and f inancial condition

Although we conduct what we believe to be a prudemeél of investigation, an unavoidable level &kriremains regarding the actual opere
condition of acquired stores and we may not havea@mrate understanding of each acquired stdieancial condition and performance. Simile
most of the dealerships we acquire do not havenéia statements audited or prepared in accordavitte U.S. generally accepted accoun
principles. We may not have an accurate undersigndi the historical financial condition and perfance of our acquired businesses. Unti
assume control of the business, we may not betalalscertain the actual value or understand thengiat liabilities of the acquired businesses drair
earnings potential. These risks may not be adelyuaiégated by the indemnification obligations wegotiated with sellers.

Limitations on our capital resource

We make a substantial capital investment when weiee dealerships. We finance these acquisitionis eash flows from our operations, borrowi
under our credit arrangements, proceeds from mgetgamancing and the issuance of shares of Clagmmon stock. The size of our rec
acquisition activity magnifies risks associatedmdebt service obligations. These risks includepidl lower earnings per share, our inability &y
dividends and potential negative impacts to the deleenants we negotiated under our credit agreerifame fail to meet the covenants in our cr
facility, or if some other event occurs that resutt a default or an acceleration of our repaynodtigations under our credit agreements, we ma
be able to refinance our debt on terms acceptahls br at all. Furthermore, using cash to commetpiisitions could substantially limit our openg
or financial flexibility.

We are subject to substantial risk of loss underrawarious selfinsurance programs including property and casualtypen lot vehicle coverac
workers’ compensation and employee medical coverage

We have a significant concentration of our propegiues at each dealership location, including elehnd parts inventories and our facilities. Nal
disasters, severe weather, such as wind or haihsior extraordinary events subject us to propledg and business interruption. lllegal or unetl
conduct by employees, customers, vendors and liagg€l third parties can also impact our busin€ther potential liabilities arising out of ¢
operations may involve claims by employees, custenoe third parties for personal injury or propedgmage and potential fines and penaltit
connection with alleged violations of regulatorguegements.

Under our self-insurance programs, we retain vari@vels of aggregate loss limits, per claim deidlet and claimsrandling expenses. Costs
excess of these retained risks may be insured wadierus contracts with thirgarty insurance carriers. As of December 31, 2@&thad total reser
amounts associated with these programs of $231bmilThe level of risk we retain may change in fhiire as insurance market conditions or ¢
factors affecting the economics of our insuranceelpasing change. Although we believe we have dafficinsurance, we cannot assure that we
not be exposed to uninsured or underinsured ldhs¢sould have a material adverse effect on oginess, financial condition, results of operatior
cash flows.
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Indefinite-lived intangible assets, which consist of goodweitid franchise value, comprise a meaningful portiaf our total assets ( $3 50.3 million
or 12% of our total assets, at December 31, 2014¥ must assess our indefinite-livémtangible assets for impairment at least annualkyhich
may result in a non-cash write-down of franchisegtits or goodwill.

Indefinitedived intangible assets are subject to impairmeseasments at least annually (or more frequentgnvevents or circumstances indicate
an impairment may have occurred) by applying aValue based test. Our principal intangible assetsyaodwill and our rights under our Franc
Agreements with vehicle manufacturers. The riskiopairment charges associated with goodwill inceeag there are declines in our ma
capitalization, profitability or cash flows. Theski of impairment charges associated with franchidee increases if operating losses are suffer
those stores, if a manufacturer files for bankrypic if the stores are closed. Impairment chargeslt in non-cash writdewns of the affecte
franchise values or goodwill. Furthermore, impaintneharges could have an adverse impact on ouityatil satisfy the financial ratios or ott
covenants under our debt agreements and couldeheagerial adverse impact on our business, restiperations, financial condition and cash flc

Our indebtedness and lease obligations could mathyi adversely affect our financial health, limitur ability to finance future acquisitions an
capital expenditures and prevent us from fulfillingur financial obligations. Much of our debt has ®mariable interest rate component that
significantly increase our interest costs in a nigj rate environment

Our indebtedness and lease obligations could hmpertant consequences to us, including the follgwin
e limitations on our ability to make acquisitions;
e impaired ability to obtain additional financingrfacquisitions, capital expenditures, working tapir general corporate purposes;
e reduced funds available for our operations andrgblieposes, as a larger portion of our cash flammfioperations would be dedicated to
payment of principal and interest on our indebtednand
e exposure to the risk of increasing interest ratesertain borrowings are, and will continue tpdievariable rates of interest.

In addition, our loan agreements contain coven#mas limit our discretion with respect to businematters, including incurring additional de
acquisition activity or disposing of assets. Othevenants are financial in nature, including curnetio, fixed charge coverage and leverage
calculations. A breach of any of these covenantddceesult in a default under the applicable agreimin addition, a default under one agreel
could result in a default and acceleration of apayment obligations under the other agreementsruth@ crosslefault provisions in such ott
agreements.

Certain debt agreements contain subjective acdtilrralauses based on a lender deeming itself imeeor if a “material adverse change’ our
business has occurred. If these clauses are irgdicand the lender declares that an event of Hdfas occurred, the outstanding indebtedness \
likely be immediately due and owing.

If these events were to occur, we may not be abpay our debts or borrow sufficient funds to refine them. Even if new financing were availab

may nhot be on terms acceptable to us. As a rebtiftiorisk, we could be forced to take actiong tlva otherwise would not take, or not take aci
that we otherwise might take, in order to complyhvthese agreements.
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Additionally, our real estate debt generally hdiva to tenyear term, after which the debt needs to be renewedplaced. A decline in the apprai
value of real estate or a reduction in the loandlue lending ratios for new or renewed real edtsas could result in our inability to renew matg
real estate loans at the debt level existing auritgt or on terms acceptable to us, requiringauBrd replacement lenders or to refinance at lolwar
amounts.

As of December 31, 2014, including the effect deiast rate swaps, approximately 84.5% of our td&ddt was variable rate. The majority of
variable rate debt is indexed to the anenth LIBOR rate. The current interest rate envinent is at historically low levels, and interestegawill
likely increase in the future. In the event intérestes increase, our borrowing costs may increadstantially. Additionally, fixed rate debt t
matures may be renewed at interest rates significhigher than current levels. As a result, thisild have a material adverse impact on our bus
results of operations, financial condition and ctes.

We have a significant relationship with a third-pgr warranty insurer and administrator. This thirgharty is the obligor of service warranty polici
sold to our customers. Additionally, we have agrests in place that allow for future income based tre claims experience on policies sold to
customers.

We sell service warranty policies to our customsssied by a thirgharty obligor. We receive additional fee incomeadtual claims are less tr
the amounts reserved for anticipated claims anddbés of administration and administrator profit.

A decline in the financial health of the thipdwty insurer could jeopardize the claims resehedd by the administrator, and prevent us fromemihc
the experience payments anticipated to be earnkdure years. While the amount we receive varigwially, the loss of this income could negati'
impact our business, results of operations, firdreondition and cash flows. Further, the inabitfythe insurer to honor service warranty claimsld
likely result in reputational risk to us and migasult in claims to cover any default by the insure

The loss of key personnel or the failure to attraadditional qualified management personnel couldwestsely affect our operations and growth.
Our success depends to a significant degree oeffiies and abilities of our senior managementiipaarly Bryan B. DeBoer, our Director, Presid

and Chief Executive Officer, and Christopher S.28bl, our Senior Vice President and Chief Finaridicer. Further, we have identified Bryan
DeBoer in most of our store franchise agreementh@sgndividual who controls the franchises andrupdiose financial resources and manage

expertise the manufacturers may rely when awardirapproving the transfer of any franchise. If wed these key personnel, our business may suffer

In addition, as we expand, we will need to hireitioldal managers and other employees. The markejufalified employees in the industry and in
regions in which we operate, particularly for gethenanagers and sales and service personnel,hi/ligmpetitive and may subject us to increi
labor costs during periods of low unemployment. Tdss of the services of key employees or the litgltd attract additional qualified managers cc
have a material adverse effect on our businessltsesf operations, financial condition and cagsiwé. In addition, the lack of qualified manager
other employees employed by potential acquisitemdadates may limit our ability to consummate fatacquisitions.
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The sole voting control of our company is currentheld by Sidney B. DeBoer, who may have interesféerent from our other shareholder:
Further, 1.8 million shares of the 2.6 million shas of our Class B common stock held by Lithia Haldi Company, LLC (“Lithia Holding”) are
pledged to secure indebtedness of Lithia HoldindneTfailure to repay the indebtedness could resultthe sale of such shares and the loss of s
control, which may violate agreements with certaimanufacturers.

Sidney B. DeBoer, our Founder and Executive Chairriisathe sole managing member of Lithia Holdingich holds all of the outstanding share
our Class B common stock. A holder of Class B commstock is entitled to ten votes for each shard,hehile a holder of Class A common stoc
entitled to one vote per share held. On most ngttee Class A and Class B common stock vote tegeth a single class. As of March 2, 2015, L
Holding controlled, and Mr. DeBoer had the authotd vote, approximately 52% of the aggregate nunolbeotes eligible to be cast by sharehol
for the election of directors and most other shaldgr actions. In addition, Mr. DeBoer may prevanthange in control of our Company and n
certain transactions more difficult or impossiblae interest of Mr. DeBoer may not always coincidth our interests as a Company or the intere
other shareholders. Accordingly, Mr. DeBoer coudise us to enter into transactions or agreemenbther shareholders would not approve or r
decisions with which other shareholders may disagre

Lithia Holding has pledged 1.8 million shares of @lass B common stock to secure a loan from UahkB\ational Association. If Lithia Holding
unable to repay the loan, the bank could forectoséhe Class B common stock, which would resulthi automatic conversion of such share
Class A common stock and a change in control ofGampany. If this change is not consented to byntle@ufacturers, we would have a techr
violation under most of the dealer sales and seragireements held by us. In addition, the markee mf our Class A common stock could declir
the bank foreclosed on the pledged stock and subsdlg sold such stock in the open market.

Risks related to investing in our Class A common etk
Future sales of our Class A common stock in the fiabmarket could adversely impact the market prickour Class A common stock.

As of March 2, 2015, we had 2,592,302 shares o§sChacommon stock reserved for issuance under quityeplans (including our employee st
purchase plan). As of March 2, 2015, a total of,336 shares related to outstanding restricted steskricted stock units and options (with the o
having a weighted average exercise price of $6ef9share and options to purchase 6,834 shares bgrergisable). In addition, we had 2,562,
shares of Class B common stock outstanding coeiitito 2,562,231 shares of Class A common stock.

In the future, we may issue additional shares of@ass A common stock to raise capital or effexjuisitions. We cannot predict the size of fu
sales or issuance or the effect, if any, they mayehon the market price of our Class A common stdtile sale of substantial amounts of Cla
common stock, or the perception that such salesaneyr, could adversely affect the market pricewf Class A common stock and impair our akt
to raise capital through the sale of additionaliyoggecurities, or to sell equity at a price acedj to us.
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Volatility in the market price and trading volumefmur Class A common stock could adversely impdut tvalue of the shares of our Class
common stock.

The stock market in recent years has experienaggdfisant price and volume fluctuations that ha¥em been unrelated or disproportionate tc
operating performance of companies like ours. THesad market factors may materially reduce theketaprice of our Class A common stc
regardless of our operating performance. The makeée of our Class A common stock, which has erpeed large price and volume fluctuati
over the last five years, could continue to fluedusignificantly for many reasons, including inpesse to the risks described herein or for ree
unrelated to our operations, such as:

e reports by industry analysts;

e changes in financial estimates by securitiesyat&br us, or our inability to meet or exceed sies analysts’, investorgir our own estimat:
or expectations;
actual or anticipated sales of common stock listiexy shareholders or us;
capital commitments;
additions or departures of key personnel,
developments in our business or in our industry;
a prolonged downturn in our industry;
general market conditions, such as interest oligorexchange rates, commodity and equity priceailability of credit, asset valuations ¢
volatility;
changes in global financial and economic markets;
armed conflict, war or terrorism;
regulatory changes affecting our industry gemexal our business and operations in particular;
changes in market valuations of other compamiesir industry;
the operating and securities price performanaofpanies that investors consider to be compatahis; and
announcements of strategic developments, acipmisiand other material events by us, our compstdoour suppliers.

Oregon law and our Restated Articles of Incorporati may impede or discourage a takeover, which comigbair the market price of our Class
common stock.

We are an Oregon corporation, and certain provésanOregon law and our Restated Articles of Inoogtion may have antakeover effects. The
provisions could delay, defer or prevent a tendéeror takeover attempt that a shareholder migitsier to be in his or her best interest. T
provisions may also affect attempts that might ltdsua premium over the market price for the skdreld by shareholders, and may make remo»
the incumbent management and directors more diffiethich, under certain circumstances, could redtiee market price of our Class A comr
stock.

Our issuance of preferred stock could adverselyeaffholders of Class A common stock.

Our Board of Directors is authorized to issue aeseof preferred stock without any action on the p& our holders of Class A common stock.
Board of Directors also has the power, without ehalder approval, to set the terms of any sucleserf preferred stock that may be issued, incl
voting powers, preferences over our Class A comstook with respect to dividends or if we voluntardr involuntarily dissolve or distribute ¢
assets, and other terms. If we issue preferrek stothe future that has preference over our Chas®mmon stock with respect to the paymer
dividends or upon our liquidation, dissolution danding up, or if we issue preferred stock with wgtirights that dilute the voting power of our Clés
common stock, the rights of holders of our Classofamon stock or the price of our Class A commouokstmuld be adversely affected.

Our business is seasonal, and events occurring dgrseasons in which revenues are typically higheayrdisproportionately affect our results
operations and financial condition.

Historically, our sales have been lower duringfitet and fourth quarters of each year due to coresypurchasing patterns during the holiday se:
inclement weather in certain of our markets and riguced number of business days during the holgkason. More recently our franct
diversification and cost controls have moderated #easonality. However, if conditions occur durithg second or third quarters that wes
automotive sales, such as severe weather in thgrag@dc areas in which our dealerships operate, ligh fuel costs, depressed economic condi
including unemployment or weakened consumer confideor similar adverse conditions, our revenuestlier year may be disproportional
adversely affected.
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Iltem 1 B . Unresolved Staff Comments

None.

ltem 2 . Properties

Our stores and other facilities consist primarifyastomobile showrooms, display lots, service ftes, collision repair and paint shops, su|
facilities, automobile storage lots, parking lotglaffices located in the states listed under tqgionOverviewin Item 1. We believe our facilities ¢
currently adequate for our needs and are in gopgimeSome of our facilities do not currently meetnufacturer image or size requirements and w
actively working to find a mutually acceptable autee in terms of timing and overall cost. We own oorporate headquarters in Medford, Oregc
corporate building in South Amboy, New Jersey agrdain other properties used in operations. Cedfthese properties are mortgaged. We also
certain properties, providing future flexibility telocate our retail stores as demographics, ecmsoinaffic patterns or sales methods change.
leases provide us the option to renew the leaserferor more lease extension periods. We also dei@in vacant dealerships and undeveloped
for future expansion.

Item 3. Legal Proceedings

We are party to numerous legal proceedings arisirthe normal course of our business. Although wendt anticipate that the resolution of le
proceedings arising in the normal course of busivei have a material adverse effect on our bussneesults of operations, financial conditior
cash flows, we cannot predict this with certainty.

ltem 4. Mine Safety Disclosure

Not applicable
PART Il

Iltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities

Stock Prices and Dividenc
Our Class A common stock trades on the New YorklStExchange under the symbol LADhe following table presents the high and low galees
for our Class A common stock, as reported on the Merk Stock Exchange Composite Tape for each efgimarters in 2013 and 2014:

2013 High Low

First quarter $ 47.6: 3 37.5¢
Second quarter 57.0¢ 42.0¢
Third quarter 73.5¢ 53.6(
Fourth quarter 74.9¢ 60.4¢
2014

First quarter $ 69.6¢ $ 53.51
Second quarter 94.31 64.37
Third quarter 97.2( 75.21
Fourth quarter 90.4¢ 63.0¢
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The number of shareholders of record and approximamber of beneficial holders of Class A commalstas of March 2, 2015 was 605 and 51,
respectively. All shares of Lithia’Class B common stock are held by Lithia HoldirgrPany, LLC. Sidney B. DeBoer, as Manager of LitHiding
Company, L.L.C., has the authority to vote allled {ssued and outstanding shares of our Class Bnoonstock.
Dividends declared on our Class A and Class B comsboack during 2012, 2013 and 2014 were as follows:

Total amount of

Divdend amount dividend (in
Quarter declared : per share thousands)
2012
First quarter $ 0.07 $ 1,81¢
Second quarter 0.1C 2,58:
Third quarter 0.1C 2,54k
Fourth quartef?) 0.2C 5,12z
201 3
First quarter $ - $ -
Second quarter 0.1 3,35¢
Third quarter 0.13 3,36¢
Fourth quarter 0.1z 3,36¢
2014
First quarter $ 0.1t $ 3,37¢
Second quarter 0.1€ 4,17¢
Third quarter 0.1¢€ 4,174
Fourth quarter 0.1€ 4,19¢

(1) In November 2012, we paid dividends of $2.5lionl that had been declared in October 2012. Antaahél dividend payment of $2.6 million w
declared and paid in December 2012 in lieu of fkigldnd typically declared and paid in March of thowing year.

Equity Compensation Plan Informatiol
Information regarding securities authorized fouasce under equity compensation plans is includégbin 12.

Repurchases of Equity Securitie
We made the following repurchases of our commockstluring the fourth quarter of 2014:

Total number Maximum
of shares number o f
purchased as shares that
part of may yet be
Total number publicly purchased
of shares Average price announced under the plan
purchased paid per share plan (1)
October 1 — October 31 143,83: 66.80 143,83: 1,664,45:
November - November 30 9,39¢ 74.67 9,39¢ 1,520,621
December 1 — December 31 11,00( 82.95 11,00( 1,511,22.
Total 164,22¢ 164,29¢ 1,500,22.

(1) In 2011 and 2012, our Board of Directors auttest the repurchase of up to a total of 3,000,020 es of our Class A common stock. Thrc
December 31, 2014, we have repurchased 1,499, &réssht an average price of $31.19 per share alit®rity to repurchase shares does not
an expiration date nor a maximum aggregate doftayumt for repurchases.

28




Stock Performance Grap!

The following linegraph shows the annual percentage change in thelative total returns for the past five years oneamsumed $100 initi
investment and reinvestment of dividends, on (&i&iMotors, Inc$ Class A common stock; (b) the Russell 2000; ahéif auto peer group inc
composed of Penske Automotive Group, AutoNationpiSAutomotive, Group 1 Automotive and Asbury Autoiwe Group, the only oth
comparable publicly traded automobile dealershipghé United States as of December 31, 2014. The greup index utilizes the same methoc
presentation and assumptions for the total retafoutation as does Lithia Motors and the Russell®2All companies in the peer group index
weighted in accordance with their market capitdilores.

Comparison of 3 Year Cumulative Total Return
Assumes Initial Investment of $100
December 2014
1200.00
1000.00
800.00
600.00
400.00
200.00
0.00 . . . . .
2009 2010 2011 2012 2013 2014
| g |t MOTOFS, INC e R 550 2000 Index e Sl PRRF GrOUR ORIy |
Base
Period Indexed Returns for the Year Ended
Company/Index 12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014
Lithia Motors, Inc. $ 100.0C $ 176.6: $ 274.2: $ 478.4: $ 893.3¢t $ 1,124.7¢
Auto Peer Group 100.0(¢ 139.2¢ 172.2¢ 214.3: 290.1¢ 345.4¢
Russell 2000 100.0(¢ 126.8: 121.5:2 141.4: 196.3¢ 205.9¢
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Item 6. Selected Financial Data

You should read the Selected Financial Data inwmtjon with Item 7. “ManagemestDiscussion and Analysis of Financial Conditiod &esults ¢
Operations,”our Consolidated Financial Statements and Note®tiheand other financial information contained efsere in this Annual Report
Form 10K. The results of operations for stores classiféed discontinued operations have been presented ammaarable basis for all peric
presented.

(In thousands, except per share amounts) Year Ended December 31,
Consolidated Statement s of Operations Data: 2014 2013 2012 2011 20 10
Revenues:
New vehicle $ 307767 $ 225659 $ 1,847,600 $ 1,391,370 $ 1,020,88:
Used vehicle retail 1,362,48 1,032,22. 833,48: 678,57: 558,10!
Used vehicle wholesale 195,69¢ 158,23! 139,23° 128,32¢ 103,81°
Finance and insurance 190,38: 139,00° 112,23: 84,13( 64,217
Service, body and parts 512,12 383,48 347,70: 315,95¢ 277,94
Fleet and other 51,971 36,20: 36,22¢ 34,38 11,65¢
Total revenues $ 5390,321 $ 4,00574 $ 331648 $ 2,632,744 $ 2,036,62
Gross Profit:
New vehicle $ 198,18: $ 151,11¢ $ 134,44 % 107,15 $ 83,64¢
Used vehicle retail 179,25! 150,85¢ 121,72: 98,21« 78,79¢
Used vehicle wholesale 3,64¢ 2,711 1,41« 597 70%
Finance and insurance 190,38: 139,00° 112,23: 84,13( 64,217
Service, body and parts 249,73t 185,57( 168,07( 152,22( 133,94:
Fleet and other 2,12 1,68¢ 1,41¢ 2,97¢ 1,64
Total gross profit $ 823,32. $ 630,95. $ 539,30( $ 44528: $ 362,94¢
Operating incomél) $ 231,89¢ $ 183,51¢ $ 148,36¢ $ 110,81¢ $ 46,47(
Income from continuing operations before incomesik  $ 210,49 $ 165,78¢ $ 128,45 $ 88,27( $ 22,21
Income from continuing operatiofis $ 13554( $ 105,21: $ 79,39¢ $ 55,21( $ 13,58}
Basic income per share from continuing operations $ 5.1¢ $ 40t $ 3.0¢ ¢ 21C % 0.52
Basic income per share from discontinued operations 0.1z 0.0 0.04 0.14 0.01
Basic net income per share $ 531 $ 411 $ 3.1z % 224 % 0.5
Shares used in basic per share 26,12 25,80¢ 25,69¢ 26,23( 26,06
Diluted income per share from continuing operations $ 514 $ 40z $ 3.0 % 207 $ 0.52
Diluted income per share from discontinued openatio 0.12 0.0 0.04 0.14 0.0C
Diluted net income per share $ 5.2¢ $ 4.0t $ 3.07 $ 221 % 0.52
Shares used in diluted per share 26,19 26,17( 26,66¢ 26,72¢
Cash dividends declared per common skiare $ 061 $ 03¢ $ 047 $ 0.2¢ $ 0.1t
(In thousands) As of December 31,
Consolidated Balance Sheet s Data: 2014 2013 2012 2011 20 10
Working capital $ 172,90¢ $ 209,03t $ 211,90¢ $ 191,600 $ 162,67"
Inventories 1,249,65! 859,01¢ 723,32¢ 506,48: 415,22¢
Total assets 2,880,93; 1,725,12: 1,492,70: 1,146,13: 971,67¢
Floor plan notes payable 1,178,67! 713,85! 581,58« 343,94( 251,25
Long-term debt, including current maturities 640,97¢ 252,55 295,05¢ 286,87 280,77
Total stockholders’ equity 673,10! 534,72 428,10: 367,12: 320,21°

(1) Includes $1.9 million, $0.1 million, $1.4 nidh and $15.3 million of nowash charges related to asset impairments forgaesyended 2014, 20
2011 and 2010, respectively. No noash charges related to asset impairments or tatesinconstruction projects were recorded in 20E2
Notes 1, 4 and 18 of Notes to Consolidated Fin&Statements for additional informatic

(2) In November 2012, we paid dividends of $2.5 millibiat had been declared in October 2012. An additidividend payment of $2.6 million w
declared and paid in December 2012 in lieu of thigldnd typically declared and paid in March of fhowing year.
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Item 7. Management s Discussion and Analysis of Financial Condition ahResults of Operations

You should read the following discussion in conjimre with Item 1. “Business,” Item 1A. “Risk Factdrand our Consolidated Financial Statem
and Notes thereto.

Overview

We are a leading operator of automotive franchéses retailer of new and used vehicles and serviseof March 2, 2015, we offered 30 brand
new vehicles and all brands of used vehicles inst8@es in the United States and online at Litism@nd DCHauto.com. We sell new and used
and replacement parts; provide vehicle maintenaweeranty, paint and repair services; arrange edldinancing; and sell service contracts, vel
protection products and credit insurance.

We believe that the fragmented nature of the autmmalealership sector provides us with the opputyuo achieve growth through consolidation
2014, the top ten automotive retailers represe6#mdf the stores in the United States. Our dealessdre located across the United States. We
domestic, import and luxury franchises in citiesgimg from midsized regional markets to metropolitan markets.é¥sguate all brands for expans
opportunities provided the market is large enougtsupport adequate new vehicle sales to justifyrégeired capital investment. Our acquisi
strategy has been to acquire dealerships at ptfigeésmeet our internal investment targets and,utlincthe application of our centralized opere
structure, leverage costs and improve store ptifitg We believe our disciplined approach and therent economic environment provides us
attractive acquisition opportunities.

We also believe that we can continue to improveratpEns at our existing stores. By promoting emeapurial leadership within our general
department managers, we strive for continuous irgrent to drive sales and capture market shareritooal markets. Our goal is to retail an ave

of 75 used vehicles per store per month and wevkive can make additional improvements in our weditle sales performance by offering lower-
priced value vehicles and selling brands other thamew vehicle franchise at each location. Owrise, body and parts operations provide impo
repeat business for our stores. We continue to gihésbusiness through increased marketing effods)petitive pricing on routine maintenance it
and diverse commodity product offerings. In 2014, eontinued to experience organic growth and @oility through increasing market share
maintaining a lean cost structure, while addingigicant revenue to our base through acquisitions.

As sales volume increases and we gain leverageritast structure, we anticipate targeting SG&Aagsercentage of gross profit in the lower °
range. As we focus on maintaining discipline in tcolting costs, in 2015 we continue to target neitagj, on a same store basis, 50% of .
incremental gross profit dollar after deducting S&é&xpense.

Critical Accounting Policies and Estimates

The preparation of financial statements in confoymiith U.S. generally accepted accounting priresprequires us to make certain estim
judgments and assumptions that affect the repatedunts of assets and liabilities, the disclosudreomtingent assets and liabilities and repc
amounts of revenues and expenses at the date dindreial statements. Certain accounting policieguire us to make difficult and subject
judgments on matters that are inherently unceriie. following accounting policies involve criticatcounting estimates because they are partic
dependent on assumptions made by management. Wileve made our best estimates based on factsiranthstances available to us at the t
different estimates could have been used in theestiperiod. Changes in the accounting estimateased are reasonably likely to occur from pe
to period, which may have a material impact ongiresentation of our financial condition and resafteperations.
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Our most critical accounting estimates include ¢hadated to goodwill and franchise value, longthassets, deferred taxes, equitgthod investme
associated with new markets tax credits, serviggraots and other insurance contracts, and lifetube, oil and filter contracts and sétfsuranc
programs. We also have other key accounting pglifoe valuation of accounts receivable, expenseuats and revenue recognition. However, t
policies either do not meet the definition of @i accounting estimates described above or areurcently material items in our financial stateris
We review our estimates, judgments and assumpfieriedically and reflect the effects of revisionghe period that they are deemed to be nece
We believe that these estimates are reasonableevowactual results could differ materially fronese estimates.

Goodwill and Franchise Value

We are required to test our goodwill and franchigkie for impairment at least annually, or moreyfrently if conditions indicate that an impairrr
may have occurred. Goodwill is tested for impairiregrthe reporting unit level. Our reporting urdre individual retail automotive franchises as té
the level at which discrete financial informatiaavailable and for which operating results areulaty reviewed by our chief operating decis
maker to allocate resources and assess performi&fecbave the option to qualitatively or quantitativassess goodwill for impairment and, in 2!
evaluated our goodwill using a quantitative assessgmrocess. We test goodwill for impairment udimg Adjusted Present Value method (“APV0)
estimate the fair value of our reporting unit. Untlee APV method, future cash flows are based eently prepared budget forecasts and bus
plans and are used to estimate the future econpeniefits that the reporting unit will generate. dgtimate of the appropriate discount rate is wtilix
convert the future economic benefits to their pnésalue equivalent.

The quantitative goodwill impairment test is a tatep process. The first step identifies potentigdairments by comparing the calculated fair valt
a reporting unit with its book value. If the faialue of the reporting unit exceeds the carrying @mogoodwill is not impaired and the second sg
not necessary. If the carrying value exceeds tinerddue, the second step includes determiningrtimied fair value in the same manner as the an
of goodwill recognized in a business combinatiomdétermined. The implied fair value of goodwilltieen compared with the carrying amoun
determine if an impairment loss should be recorded.

As of December 31, 2014, we had $199.4 million @dwill on our balance sheet. The first step of aunual goodwill impairment analysis, which
perform as of October 1 of each year, did not téswdn indication of impairment in 2014, 2013 &12.

We have determined the appropriate unit of accagrfor testing franchise rights for impairment isan individual store basis. We have the optic
qualitatively or quantitatively assess indefiniteetl intangible assets for impairment. In 2014,evaluated our indefinitéved intangible assets usi

a guantitative assessment process. We estimataith@lue of our franchise rights primarily usitige Multi-Period Excess Earnings (“MPEEfodel
The forecasted cash flows used in the MPEE modefago inherent uncertainties, including significastimates and assumptions related to gr
rates, margins, general operating expenses, anaiccapital. We use primarily internallyeveloped forecasts and business plans to estihmafeture
cash flows that each franchise will generate. Wesldetermined that only certain cash flows of tiweesare directly attributable to the franchisénti
We estimate the appropriate interest rate to disicfuiure cash flows to their present value eq@rttaking into consideration factors such as l ris
free rate, a peer group average beta, an equityrémium and a small stock risk premium.

We also may use a market approach to determintathealue of our franchise rights. These marketad#ints include our acquisition and divesti
experience and third-party broker estimates.

As of December 31, 2014, we had $150.9 millionrah€hise value on our balance sheet associateddisiores. No individual store accountec

more than 5% of our total franchise value as ofdbatger 31, 2014. Our impairment testing of franchislee did not indicate any impairment in 2(
2013 or 2012.
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We are subject to financial statement risk to tkierg that our goodwill or franchise rights becoim@aired due to decreases in the fair value. Aré
decline in performance, decreases in projected tjroates or margin assumptions or changes in digoates could result in a potential impairm
which could have a material adverse impact on mamtial position and results of operations. Furti@e, if a manufacturer becomes insolvent
may be required to record a partial or total imp&int on the franchise value related to that manuwfac No individual manufacturer accounted
more than 28% of our total franchise value as afddeber 31, 2014.

See Notes 1 and 5 of Notes to Consolidated Finb8tadements for additional information.

Long-Lived Assets

We estimate the depreciable lives of our propenty equipment, including leasehold improvements, rantew each asset group for impairment w
events or circumstances indicate that their cagrgimounts may not be recoverable. We determinexsset group is comprised of the Idiged assel
used in the operations of an individual store.

We determine a triggering event has occurred byeveng store forecasted and historical financiatlfgenance. An asset group is evaluatec
recoverability if it has an operating loss in therent year and two of the prior three years. Adddlly, we may judgmentally evaluate an asset g
if its financial performance indicates it may noipport the carrying amount of the lotiged assets. If a store meets these criteria, stienate th
projected undiscounted cash flows for each assmipgbased on internally developed forecasts. Ifuhdiscounted cash flows are lower than
carrying value of the asset group, we determinedhevalue of the asset group based on additioreaket data, including recent experience in se
similar assets.

We hold certain property for future developmentrmestment purposes. If a triggering event is dektoehave occurred, we evaluate the propert
impairment by comparing its estimated fair valusdzhon listing price less costs to sell and otherket data, including similar property that is $ade
or has been recently sold, to the current carryadge. If the carrying value is more than the eated fair value, an impairment is recorded.

Although we believe our property and equipment asgkts held and used are appropriately valuedsthenptions and estimates used may chang
we may be required to record impairment chargesdace the value of these assets. A future deitlistore performance, decrease in projected gt
rates or changes in other operating assumptiorigl cesult in an impairment of lonljsed asset groups, which could have a materiakestvimpact c
our financial position and results of operations.

In 2012, we determined triggering events had oeclassociated with certain property held for futdexelopment or investment purchases. .
result, we performed impairment testing on thosecijg long-lived assets and recorded impairmentated to londived assets of $0.1 million
2012.

We did not record any impairments related to larged assets in 2014 or 2013.

See Notes 1 and 4 of Notes to Consolidated Finb8tagements for additional information.

Deferred Taxe

As of December 31, 2014, we had deferred tax as$&i85.5 million, net of valuation allowance of.$8nillion, and deferred tax liabilities of $11
million. The principal components of our deferrec tassets are related to goodwill, allowances amduals, capital loss carryforwards, defe

revenue and cancellation reserves. The principaipoments of our deferred tax liabilities are redate depreciation on property and equipmr
inventories and goodwill.
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We consider whether it is more likely than not thatne portion or all of the deferred tax assetsnail be realized. The ultimate realization of defe
tax assets is dependent upon future taxable inadumiag the periods in which those temporary diffees become deductible. We considet
scheduled reversal of deferred tax liabilities Ifiding the impact of available carryback and camyfard periods), projected future taxable incc
and tax-planning strategies in making this assessme

Based upon the scheduled reversal of deferredidbitities, and our projections of future taxabieame over the periods in which the deferrec
assets are deductible, we believe it is more likeyn not that we will realize the benefits of theeserved deductible differences.

As of December 31, 2014, we had an $8.7 milliorugabn allowance against our deferred tax assétis. Valuation allowance is mainly associt
with losses from the sale of corporate entities.tfese amounts are characterized as capital losgesyaluated the availability of projected ca|
gains and determined that it is unlikely these ammwill be fully utilized. If we are unable to mebe projected taxable income levels utilized im
analysis, and depending on the availability of itdastax planning strategies, we might record aditazhal valuation allowance on a portion or al
our deferred tax assets in the future.

Equity-Method Investment Associated with New MarketsQraxlits

As of December 31, 2014, we had a $33.3 millionitggovestment in a limited liability company marejby U.S. Bancorp Community Developn
Corporation. This investment will generate new nmeartax credits under the New Markets Tax CreditgPam (“NMTC Program”).The NMTC
Program was established by Congress in 2000 torspuror increased investments into operating basege and real estate projects located in
income communities. The transaction obligates unake $37.1 million of equity contributions to tlmtity over a twoyear period ending in Octot
2016.

While U.S. Bancorp Community Development Corporatexercises management control over the limitebillig company, due to the econor
interest we hold in the entity, we determined tlpprapriate accounting for our ownership portiontioé entity was under the equity methoc
accounting. Periodically, we evaluate the equityeBiment for indication of loss resulting from ather than temporary decline. As a result,
investment impacts both our operational results@amdax expense line items in our Consolidatede&tants of Operations.

In 2014, we determined triggering events had oetbassociated with certain equityethod investments. As a result, we performed impext testin
on those investments and recorded asset impairnaaiing $1.9 million. We also recorded noash interest expense related to the discounte
value of future equity contributions of $0.2 mitiioa $1.2 million charge to other income, net for portion of the investmerst’operating losses an
tax benefit of $6.5 million.

See Notes 1, 12 and 18 of Notes to ConsolidateahEial Statements for additional information.

Service Contracts and Other Insurance Contracts

We receive commissions from the sale of vehiclgisercontracts and certain other insurance corstrddte contracts are sold through unrelated
parties, but we may be charged back for a portiothe@ commissions in the event of early terminatidrthe contracts by customers. We sell tl
contracts on a straight commission basis; in aaltitive participate in future underwriting profitrpuant to retrospective commission arrangem
which are recognized as income upon receipt.

We record commissions at the time of sale of theickes, net of an estimated liability for futureachebacks. We have established a reserv
estimated future charge-backs based on an analfkistorical chargdsacks in conjunction with estimated lives of thelagable contracts. If futu
cancellations are different than expected, we chalk additional expense related to the cancelistio future periods, which could have a mat
adverse impact on our financial position and resoiitoperations.
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At December 31, 2014 and 2013, the reserve fordutancellations totaled $26.8 million and $18.2iom, respectively, and is included in accr
liabilities and other longerm liabilities on our Consolidated Balance SheAt40% increase in expected cancellations wouddiliten an additioni
reserve of $2.7 million.

LifetimeLube, Oil and Filter Contracts

We retain the obligation for lifetime lube, oil afiller service contracts sold to our customers asglimed the liability of certain existing lifetimebe
oil and filter contracts. Payments we receive ugale of the lifetime oil contracts are deferred asebgnized in revenue over the expected life e
service agreement to best match the expected tiofilge costs to be incurred to perform the serwile estimate the timing and amount of fu
costs for claims and cancellations related to ibetirhe lube, oil and filter contracts using histal experience rates and estimated future costs.

If our estimates of future costs to perform under tontracts exceed the existing deferred revemweewould record a reserve for the additic
expected cost. The estimate of future costs toopariinder the contract are mainly dependent orestimated number of oil changes to be perfol
over a vehicles life and our assumptions about future costs @gpgeo be incurred. Significant increases to eithfethese assumptions could hay
material adverse impact on our financial positind gesults of operations.

At December 31, 2014, the deferred revenue relatéitese self-insured contracts was $63.4 million.

Self-Insurance Programs

We self-insure a portion of our property and casuabkurance, vehicle open lot coverage, medicalriance and workersompensation insurance. '
engage third-parties to assist in estimating te Exposure related to the sedfained portion of the risk associated with theserances. Additionall
we analyze our historical loss and claims trend®aated with these programs. The maximum exposarany single claim under our property
casualty insurance, medical insurance and workensipensation insurance is $1 million. There isimitlon our exposure to wind and hail storms
our vehicle open lot coverage. Although we beligwe have sufficient insurance, exposure to uninsunednderinsured losses may result in
recognition of additional charges, which could haveaterial adverse impact on our financial positiad results of operations.

At December 31, 2014 and 2013, we had liabilitissoaiated with these programs of $23.2 millaord $12.0 million, respectively, recorded
component of accrued liabilities and other longrtdimbilities on our Consolidated Balance Sheets.

Results of Continuing Operations

For the year ended December 31, 2014, we repartaxinie from continuing operations, net of tax, d3%5 million, or $5.14 per diluted share. For
years ended December 31, 2013 and 2012, we regadeche from continuing operations, net of tax$®05.2 million, or $4.02 per diluted share,
$79.4 million, or $3.03 per diluted share, respet;i.

Discontinued Operations

We early adopted the amendment to the accountiidpgce related to discontinued operations in tlire tuarter of 2014. This amendment def
discontinued operations as a component or growgpiponents that is disposed of or is classifietledd for sale and represents a strategic shif
has, or will have, a major effect on an enstgperations and financial results. As a resultdetermined that individual stores which meet thieiga
for held for sale after our adoption date will mmdier qualify for classification as discontinuedergiions. We had previously reclassified a store’
operations to discontinued operations in our Codatéd Statements of Operations, on a comparalsiis e all periods presented, provided we
not expect to have any significant continuing imeshent in the store’s operations after its disposal
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We realized income from discontinued operationd, afeincome tax expense, of $3.2 million, $0.8 ioill and $1.0 million for the years ent
December 31, 2014, 2013 and 2012, respectivelyNdézs 1 and 15 of Notes to Consolidated Finar@tialements for additional information.

Key Performance Metrics

Certain key performance metrics for revenue andgpoofit were as follows for 2014, 2013 and 20ddlérs in thousands):

2014

New vehicle

Used vehicle retail
Used vehicle wholesale
Finance and insuranéd
Service, body and parts
Fleet and other

2013

New vehicle

Used vehicle retalil
Used vehicle wholesale
Finance and insuranéd
Service, body and parts
Fleet and other

2012

New vehicle

Used vehicle retail
Used vehicle wholesale
Finance and insuranég
Service, body and parts
Fleet and other

(1) Commissions reported net of anticipated cdatiehs.

Same Store Operating Data

Percent of Percent of
Total Gross Profit Total
Revenues Revenues Gross Profit Margin Gross Profit
$ 3,077,67 57.1% $ 198,18: 6.4% 24.1%
1,362,48. 25.2 179,25: 13.2 21.¢
195,69¢ 3.€ 3,64¢ 1.¢ 0.4
190,38: 3.t 190,38: 100.C 23.1
512,12 9.5 249,73t 48.€ 30.3
51,97: 1.C 2,12: 4.1 0.2
$ 5,390,32 100.(% $ 823,32. 15.2% 100.(%
Percent of Percent of
Total Gross Profit Total
Revenues Revenues Gross Profit Margin Gross Profit
$ 2,256,59 56.2% $ 151,11¢ 6.7% 24.(%
1,032,22. 25.¢ 150,85! 14.€ 23.¢
158,23! 3.¢ 2,711 1.7 0.4
139,00° 3.E 139,00° 100.C 22.C
383,48: 9.€ 185,57( 48.4 29.4
36,20 0.c 1,68¢ 4.7 0.3
$ 4,005,74 100.(% $ 630,95: 15.6% 100.(%
Percent of Percent of
Total Gross Profit Total
Revenues Revenues Gross Profit Margin Gross Profit
$ 1,847,60: 55.7% $ 134,44 7.2% 24.9%
833,48: 25.1 121,72: 14.€ 22.€
139,23 4.2 1,41¢ 1.C 0.2
112,23 34 112,23: 100.C 20.¢
347,70: 10.t 168,07( 48.8 31.1
36,22¢ 1.1 1,414 3.8 0.2
$ 3,316,48 100.(% $ 539,30! 16.7%6 100.(%

We believe that same store comparisons are an temgoindicator of our financial performance. Sanveres measures demonstrate our abilit
profitably grow our existing locations. As a resslime store measures have been integrated inttisttwession below.

Same store measures reflect results for storesviéna operating in each comparison period, and imlpdes the months when operations occurr
both periods. For example, store acquired in August 2013 would be inclugesame store operating data beginning in SepteQiet, after its firs
full complete comparable month of operation. Therafing results for the same store comparisonsdvoglude results for that store in Septen

through December of each year.
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New Vehicle Revenue and Gross Prc

Year Ended

December 31, Increase % Increase
(Dollars in thousands, except per unit amounts) 2014 2013 (Decrease) (Decrease)
Reported
Revenue $ 3077671 $ 2,25659 $ 821,07. 36.%%
Gross profit $ 198,18 $ 151,11¢ $ 47,06¢ 31.1
Gross margin 6.4% 6.7% (30)bp™
Retail units sold 91,10« 66,85" 24,247 36.2
Average selling price per retail unit $ 33,78: % 33,75 % 28 0.1
Average gross profit per retail unit $ 2,17t % 2,26 % (85) (3.9
Same store
Revenue $ 250195 $ 225224 $ 249,71 11.1%
Gross profit $ 163,61. $ 150,87¢ $ 12,73: 8.4
Gross margin 6.5% 6.7% (20)bp®)
Retail units sold 72,177 66,70 5,47¢ 8.2
Average selling price per retail unit $ 34,66 $ 33,76 % 89¢ 2.7
Average gross profit per retail unit $ 2267 $ 226: $ 5 0.2

Year Ended

December 31, Increase % Increase
(Dollars in thousands, except per unit amounts) 2013 2012 (Decrease) (Decrease)
Reported
Revenue $ 2,256,590 $ 1,847,600 $ 408,99! 22.1%
Gross profit $ 151,11¢ $ 134,44 $ 16,67: 12.4
Gross margin 6.7% 7.%% (60)bp™)
Retail units sold 66,85" 55,66¢ 11,19: 20.1
Average selling price per retail unit $ 33,75¢! % 33,19 % 562 1.7
Average gross profit per retail unit $ 2,26 % 241 % (15%) (6.4)
Same store
Revenue $ 214395 $ 184235 $ 301,59t 16.4%
Gross profit $ 143,14: % 133,96! $ 9,17¢ 6.9
Gross margin 6.7% 7.% (60)bp()
Retail units sold 63,38 55,50¢ 7,87¢ 14.2
Average selling price per retail unit $ 33,82 % 33,19 % 632 1.¢
Average gross profit per retail unit $ 2,25¢ % 241 % (15€) (6.5)

(1) A basis point is equal to 1/160 of one percent.

New vehicle sales improved primarily due to volugnewth as yee-overyear same store sales volume increased 8.2% in @hpared to 2013. Tt
growth was in addition to the 14.2% year-oyear same store sales volume increase experienc2dli3 compared to 2012. Same store unit
increased in all categories in 2014 compared t@2&well as in 2013 compared to 2012 as follows:

National growth in
2014 compared t¢ 2013 comparedto 2014 compared tc

2013 2012 2013
Domestic brand same store unit sales growth 8.7% 11.8% 6.C%
Import brand same store unit sales growth 7.C% 17.5% 5.6%
Luxury brand same store unit sales growth 10.2% 15.(% 6.€%
Overall 8.2% 14.2%

We continue to focus on increasing our share ofalvaew vehicle sales within our markets. In 20thds rate of growth was slower than in 2013
was off of a higher overall base as national nehiole sales volumes have been increasing overltieseveral years.
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Recovery in some of our specific markets behavéféréntly than the national average. Certain of markets saw an increase in local market
volumes exceeding the national average, while stlkentinued to lag behind the national average tdudiffering levels of economic recovery
different parts of the country, including econoraittivity and regional employment levels recoveratgdifferent rates. As of the end of 2014,
believe approximately one third of our markets ouorg to be below the pre-recessionary vehicle tegien levels experienced in 2006.

In addition to the increases in unit volume, insesaof 2.7% and 1.9%, respectively, in 2014 conthtre?013 and in 2013 compared to 2012, it
average selling prices contributed to the overalféases in same store new vehicle revenue.

New vehicle gross profit dollars increased 31.192014 compared to 2013. On a same store basiss grofit increased 8.4% in 2014 compare
2013. These increases were primarily due to a greatmber of vehicles sold.

We focus on gross profit dollars earned per urot,aagross margin percentage. With our volurased strategy, on a same store basis, the a
gross profit per new retail unit increased jus0$5.or 0.2%, in 2014 compared to 2013. We beliawevolumebased strategy creates additional |
vehicle traddn opportunities, finance and insurance sales atdd service work, which will generate incremeftasiness in future periods that \
more than offset the limited growth in new vehigtess profit per unit that has occurred with thespit of this strategy.

New vehicle sales improved throughout 2014 comp&re2D13 primarily due to an overall market recgvexdditionally, we increased our share
vehicle sales in several of our markets in 2014.

Used Vehicle Retail Revenue and Gross Profit

Year Ended

December 31, Increase % Increase
(Dollars in thousands, except per unit amounts) 2014 2013 (Decrease) (Decrease)
Reported
Retail revenue $ 1,36248 $ 1,032,220 % 330,25 32.(%
Retail gross profit $ 179,25 $ 150,85¢ $ 28,39: 18.€
Retail gross margin 13.2% 14.6% (140)by
Retail units sold 71,67 57,06: 14,61: 25.6%
Average selling price per retail unit $ 19,00¢ $ 18,09 $ 91¢ 5.1
Average gross profit per retail unit $ 2501 % 264¢ % (1439 (5.9
Same store
Retail revenue $ 1,181,160 $ 1,031,100 $ 150,06 14.€%
Retail gross profit $ 158,35( $ 150,71¢ $ 7,63t 5.1
Retail gross margin 13.4% 14.6% (220)by
Retail units sold 61,56 56,99° 4,56¢ 8.C%
Average selling price per retail unit $ 19,18° $ 18,09C $ 1,097 6.1
Average gross profit per retail unit $ 257 % 2,64. % (72) (2.7
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Year Ended
December 31,

(Dollars in thousands, except per unit amounts) 2013 2012 Increase % Increase
Reported

Retail revenue $ 1,032,222 $ 833,48: $ 198,74( 23.8%
Retail gross profit $ 150,85¢ $ 121,72: $ 29,137 23.¢
Retail gross margin 14.€% 14.€% -

Retail units sold 57,06 47,96¢ 9,09¢ 19.C
Average selling price per retail unit $ 18,09 $ 17,377 $ 71z 4.1
Average gross profit per retail unit $ 2,64. % 253t % 10€ 4.2
Same store

Retail revenue $ 981,64: $ 829,87t $ 151,76 18.2%
Retail gross profit $ 14494: $ 121,31¢  $ 23,62 19.5
Retail gross margin 14.8% 14.€% 10by

Retail units sold 54,33’ 47,75: 6,58¢ 13.€
Average selling price per retail unit $ 18,06¢ $ 17,37¢  $ 687 4.C
Average gross profit per retail unit $ 2661 $ 2541 % 12¢ 5.C

Used vehicle retail sales are a strategic focusifiganic growth. We offer three categories of ugelicles: manufacturer certified posvned vehicle:
core vehicles, or late-model vehicles with lowetemge; and value autos, or vehicles with over 8Djddes. Additionally, our voluméased strateg
for new vehicle sales increases the organic oppitytto convert vehicles acquired via trade toitetsed vehicle sales.

Same store sales increased in all three categufriesed vehicles as follows:

2014 compared to 2013 compared to

2013 2012
Certified pre-owned vehicles 24.5% 29.6%
Core vehicles 11.8% 18.1%
Value autos 8.5% 6.7%
Overall 14.6% 13.&%

On average, in 2014, each of our stores sold 2 teted vehicle units per month, compared to 5&lIrased vehicle units per store per month in 2
We continue to target increasing sales to 75 ym@tsstore per month.

Used retail vehicle gross profit dollars increa$8dB% in 2014 compared to 2013. On a same stois, lggiess profit increased 5.1% in 2014 comp
to 2013. These increases were primarily due toraelgrowth, partially offset by decreases in therage gross profit per unit sold. The volume grc
was driven by a larger number of late model vekibleing available in the marketplace comparedeatior few years. Vehicle production levels v
cut significantly in the 2009 and 2010 model years] as production increased in subsequent yegrgaser number of vehicles are available di
the natural trade cycle and more lease returnsilé@ito new vehicle sales, we focus on gross pmdilars earned per unit, not on gross me
percentage, in evaluating our sales performancess3profit per unit was lower in 2014 than in 2@tBnarily due to shift in mix to more late mo
vehicles due to the increase in supply noted abbBwese vehicles are more homogenous in natureyaigally are more commoditized relative to ol
cars that have a wider variety of mileage and dwmdiallowing more gross profit to be earned pehigle due to their unique nature.

Used vehicle retail unit sales increased in 2018pared to 2012 as we increased both our volumalet sand the average gross profit per unit
These improvements were a result of efforts to goaw overall used vehicle unit sales per store plaiwith an improving used vehicle mai
relative to 2012, and a strategic shift to contituesell older used vehicles which tend to havehdiggross margins due to the more heterogel
nature of vehicles in this category which allowslesmparison shopping by consumers and commaneérhigites due to shortage of supply.
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Used Vehicle Wholesale Revenue and Gross Profit

(Dollars in thousands, except per unit amounts)
Reported

Wholesale revenue

Wholesale gross profit

Wholesale gross margin

Wholesale units sold
Average selling price per wholesale unit
Average gross profit per retail unit

Same store

Wholesale revenue
Wholesale gross profit
Wholesale gross margin

Wholesale units sold
Average selling price per wholesale unit
Average gross profit per retail unit

(Dollars in thousands, except per unit amounts)
Reported

Wholesale revenue

Wholesale gross profit

Wholesale gross margin

Wholesale units sold
Average selling price per wholesale unit
Average gross profit per retail unit

Same store

Wholesale revenue
Wholesale gross profit
Wholesale gross margin

Wholesale units sold
Average selling price per wholesale unit
Average gross profit per retail unit

Year Ended
December 31, Increase % Increase
2014 2013 (Decrease) (Decrease)
$ 195,69¢ $ 158,23 $ 37,46« 23.7%
$ 3,646 $ 2,711  $ 93t 34t
1.€% 1.7% 20by
27,91¢ 22,08¢ 5,83: 26.4
$ 701C $ 7,16¢ $ (154 (2.2)
$ 131  $ 12:  $ 8 6.5
$ 172,58 $ 158,21( $ 14,37¢ 9.1%
$ 3,72¢  $ 2,82 $ 90¢& 32.1
2.2% 1.8% 40by
23,58: 22,08t 1,49 6.8
$ 7,31¢  $ 7,16¢ % 15k 2.2
$ 156 $ 126 $ 3C 23.4
Year Ended
December 31, Increase % Increase
2013 2012 (Decrease) (Decrease)
$ 158,23 $ 139,23 $ 18,99¢ 13.6%
$ 2,711 $ 1,412 $ 1,297 91.7
1.7% 1.(% 70by
22,08¢ 19,14« 2,942 15.4
$ 7,16¢ $ 727 $ (209 1.5)
$ 128 $ 74 3 48 66.2
$ 149,95 $ 138,54( $ 11,41: 8.2%
$ 2,75 $ 1,46: $ 1,287 88.C
1.8% 1.1% 70by
21,04¢ 19,047 2,00z 10.5
$ 7,12¢ % 727¢ % (150 (2.7
$ 131 $ 77 3 54 70.1

Wholesale transactions are vehicles we have puedhfasm customers or vehicles we have attempteeltovia retail that we elect to dispose of du
inventory age or other factors. Wholesale vehialestypically sold at or near inventory cost anchdbcomprise a meaningful component of our ¢
profit. We generated wholesale gross profit of $8ifion, $2.7 million and $1.4 million in 2014, 28 and 2012, respectively.




Finance and Insurance

Year Ended

December 31, %
(Dollars in thousands, except per unit amounts) 2014 2013 Increase Increase
Reported
Revenue $ 190,38: $ 139,000 $ 51,37« 37.(%
Average finance and insurance per retail unit $ 1,17C $ 1,122 $ 48 4.2%
Same store
Revenue $ 161,20! $ 138,85( $ 22,35t 16.1%
Average finance and insurance per retail unit $ 1208 $ 1,12: $ 83 7.4%

Year Ended

December 31, %
(Dollars in thousands, except per unit amounts) 2013 2012 Increase Increase
Reported
Revenue $ 139,000 $ 112,23:  $ 26,77 23.%
Average finance and insurance per retail unit $ 1,122 $ 1,08: $ 39 3.6%
Same store
Revenue $ 133,26¢ $ 111,90. $ 21,36° 19.1%
Average finance and insurance per retail unit $ 1,13. $ 1,08 $ 48 4.4%

The increases in finance and insurance sales id 26thpared to 2013 and in 2013 compared to 2012 weven by increased vehicle sales vol
and higher average selling prices per retail dminds in penetration rates are detailed below:

2014 2013 2012
Finance and insurance 78% 78% 76%
Service contracts 43 42 41
Lifetime lube, oil and filter contracts 35 36 35

We believe the availability of credit is one of tkey indicators of our ability to retail automolsijeas we arrange financing on almost 80% o
vehicles we sell and believe a significant amodrthe vehicles we do not arrange financing for faranced elsewhere. To evaluate the availabili
credit, we categorize our customers based on Eagir Isaac and Company (FICO) credit score. Tk&idution by credit score for the customers
arranged financing for was as follows:

FICO Score
Range 2014 2013 2012
Prime 680 and abo\ 70.3% 70.3% 70.1%
Nor-prime 62C-67¢ 18.1 18.4 18.3
Sub-prime 619 or les 11.6 11.3 11.6

We continued to see the availability of consumeditrexpand in 2014 compared to 2013 and in 20M3pewed to 2012 with lenders increasing
average loan-to-value amount available to mosbocoosts.
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Service, Body and Parts Revenue and Gross Pi

Year Ended

December 31,
(Dollars in thousands) 2014 2013 Increase % Increase
Reported
Customer pay $ 285,33 $ 214,17.  $ 71,16« 33.2%
Warranty 96,30¢ 62,58( 33,72¢ 53.¢
Wholesale parts 87,51¢ 70,65t 16,86¢ 23.€
Body shop 42,96( 36,07¢ 6,88t 19.1
Total service, body and parts $ 512,12: $ 383,48. $ 128,64: 33.5%
Service, body and parts gross profit $ 249,73t $ 18557 $ 64,16¢ 34.%
Service, body and parts gross margin 48.8% 48.4% 40bp
Same store
Customer pay $ 233,08t $ 213,75 % 19,33: 9.C%
Warranty 76,92t 62,44¢ 14,477 23.2
Wholesale parts 76,11¢ 70,45: 5,66t 8.C
Body shop 39,84¢ 36,07t 3,774 10.t
Total service, body and parts $ 425,97¢ $ 382,72¢ % 43,24t 11.%%
Service, body and parts gross profit $ 206,93¢ $ 185,26¢ $ 21,67 11.7%
Service, body and parts gross margin 48.6% 48.2% 20bp

Year Ended

December 31,
(Dollars in thousands) 2013 2012 In crease % Increase
Reported
Customer pay $ 214,170 $ 196,077 $ 18,09¢ 9.2%
Warranty 62,58( 52,71 9,86 18.7
Wholesale parts 70,65¢ 64,13¢ 6,51¢ 10.z
Body shop 36,07t 34,77: 1,301 3.7
Total service, body and parts $ 383,48! $ 347,700 % 35,78( 10.2%
Service, body and parts gross profit $ 185,57( % 168,07( $ 17,50( 10.%%
Service, body and parts gross margin 48.2% 48.52% 10bp
Same store
Customer pay $ 205,47. $ 195,29 $ 10,177 5.2%
Warranty 59,74¢ 52,43 7,30¢ 13.€
Wholesale parts 68,57 63,99: 4,581 7.2
Body shop 36,07¢ 34,76¢ 1,30¢ 3.8
Total service, body and parts $ 369,86t $ 346,49 $ 23,37: 6.7%
Service, body and parts gross profit $ 178,78: $ 167,43t $ 11,34¢ 6.8%
Service, body and parts gross margin 48.2% 48.52% Obp

Our service, body and parts sales grew in all aire@014 compared to 2013 and in 2013 comparedi®2There are more lateedel vehicles i
operation as new vehicle sales volumes have bewaasing since 2010. We believe this will benefit service, body and parts sales in the col
years as more late-model vehicles require repatlsv@intenance.

We focus on retaining customers by offering contjpetly priced routine maintenance and through oarkating efforts. We increased our same
customer pay business 9.0% in 2014 compared to @0ddy 5.2% in 2013 compared to 2012.
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Same store warranty sales increased 23.2% in 20iared to 2013 and 13.9% in 2013 compared to 2Bidificant vehicle recalls in 2014
several franchises, including General Motors, Cleryand Toyota, contributed to the increase in amty sales in 2014 compared to 2013. Import
luxury warranty work was positively affected in Z0éompared to 2012 due to recalls of such vehidlesig 2013. Additionally, we continue to :
increases due to the growing numbers of vehicleperation. Routine maintenance, such as oil chgraffered by certain franchises, including Bh
Toyota and General Motors, for two to four yeareré vehicle is sold, provides for future workcrieases in sam&ore warranty work by categc
were as follows:

2014 compared to 2013 compared to

2013 2012
Domestic 12.€% 4.&%
Import 7.1% 25.1%
Luxury 12.% 18.2%

Wholesale parts represented 17.9% of our same séowce, body and parts revenue mix in 2014 coethér 18.4% in 2013. Wholesale parts ¢
8.0% and 7.2%, respectively, on a same store ba2814 compared to 2013 and in 2013 compared 1@ 20/e believe these increases are a fun
of targeting fleet and mechanical wholesale account

Body shop represented 9.4% of our same store setwialy and parts revenue mix in both 2014 and 2B&8y shop same store sales grew 10.5%
3.8%, respectively, in 2014 compared to 2013 an2i0ib3 compared to 2012. These increases were fsindae to obtaining additional direct ref
relationships with insurance companies and cepaisonnel changes we made in 2014 that increasedgivity and volume.

Same store service, body and parts gross profieaised 11.7% and 6.8%, respectively, in 2014 cosdpiar 2013 and in 2013 compared to 2012
believe these increases were in line with our sstmiee revenue growth. Our same store gross mangins consistent in 2014 compared to 2013 a
2013 compared to 2012 as margin pressures in aly $lwop sales were outpaced by the growth in ouranty sales, which command a higher ov:
average margin when compared to body shop sales.

Segment:
Certain financial information by segment basissgalows:

Year Ended
December 31, Increase % Increase
(Dollars in thousands) 2014 2013 Decrease) (Decrease)
Revenues:
Domestic $ 256990 $ 214741 $ 422,48 19.7%
Import 1,889,16! 1,223,86 665,30! 54.4
Luxury 926,80: 629,52; 297,28 47.2
5,385,87. 4,000,79 1,385,07! 34.€
Corporate and other 4,45 4,95( (49¢) (10.7)
$ 539032 $ 400574 $ 138457 34.€
Year Ended
December 31, Increase % Increase
(Dollars in thousands) 2013 2012 Decrease) (Decrease)
Revenues:
Domestic $ 214741 $ 183204 $ 315,37 17.2%
Import 1,223,86 976,70t 247,15! 25.2
Luxury 629,52: 498,42¢ 131,09: 26.2
4,000,79 3,307,17 693,62: 21.C
Corporate and other 4,95( 9,31: (4,3672) (46.€)
$ 4,00574 $ 3,31648 $ 689,26 20.€
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(Dollars in thousands)
Segment income*:
Domestic

Import

Luxury

Corporate and other
Income from continuing operations before incometax

(Dollars in thousands)
Segment income*:
Domestic

Import

Luxury

Corporate and other
Income from continuing operations before incometax

*Segment income is defined as operating incomefless plan interest expense.

Retail new vehicle unit sales:
Domestic

Import

Luxury

Allocated to management

Retail new vehicle unit sales:
Domestic

Import

Luxury

Allocated to management
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Year Ended
December 31,

2014 2013 Increase % Increase
$ 96,35¢ $ 84,35. $ 12,00¢ 14.2%
49,94( 40,39( 9,55( 23.€
24,54( 16,12¢ 8,41: 52.z
170,83¢ 140,87( 29,96¢ 21.c
39,65 24,91¢ 14,73¢ 59.2
$ 210,49! $ 165,78¢ $ 44,70° 27.C
Year Ended
December 31,
2013 2012 Increase % Increase
$ 8435. $ 69,23 $ 15,11¢ 21.8%
40,39( 30,77¢ 9,61¢ 31.2
16,12¢ 11,27 4,85¢ 43.1
140,87( 111,28: 29,58 26.€
24,91¢ 17,17 7,744 45.1
$ 165,78( $ 128,45 $ 37,33 29.1
Year Ended
December 31, Increase % Increase
2014 2013 (Decrease) (Decrease)
39,15¢ 33,98t 5,17: 15.2%
41,57( 25,94( 15,63( 37.€
10,57( 7,037 3,53¢ 50.z
91,29¢ 66,96 24,33¢ 36.2
(194) (10%) (89) (84.9)
91,10 66,85’ 24,24 36.2
Year Ended
December 31, Increase % Increase
2013 2012 (Decrease) (Decrease)
33,98t 29,56¢ 4,41¢ 14.%
25,94( 20,55¢ 5,38t 26.2
7,037 5,63( 1,407 25.C
66,96 55,75 11,21: 20.1
(10%) (8E) (20) (23.5)
66,85’ 55,66¢ 11,19: 20.1




Domestic
A summary of financial information for our Domessiegment follows:

Year Ended

December 31,
(Dollars in thousands) 2014 2013 Increase % Increase
Revenue $ 256990 $ 214741 $ 422,48 19.7%
Segment income $ 96,35¢ $ 84,35, $ 12,00¢ 14.Z
Retail new vehicle unit sales 39,15¢ 33,98¢ 5,17: 15.2

Year Ended

December 31,
(Dollars in thousands) 2013 2012 Increase % Increase
Revenue $ 214741 $ 1,832,044 $ 315,37 17.2%
Segment income $ 84,35. $ 69,23: $ 15,11¢ 21.€
Retail new vehicle unit sales 33,98: 29,56¢ 4,41¢ 14.¢€

Improvements in our Domestic operating resultsdhfcompared to 2013 and in 2013 compared to 2@&2 wimarily a result of the improveme
in all revenue categories as discussed above, lbire@rovements in the economy and growth in odemadrket share by Chrysler, which repres
54% of our Domestic segment revenue. Chrysler shareased to 12.6% in 2014, compared to 11.5%¥82nd 11.4% in 2012.

Import
A summary of financial information for our Impoggment follows:

Year Ended

December 31,
(Dollars in thousands) 2014 2013 Increase % Increase
Revenue $ 1889160 $ 1,223,866 $ 665,30! 54.4%
Segment income $ 49,94( $ 40,39( $ 9,55( 23.€
Retail new vehicle unit sales 41,57( 25,94( 15,63( 37.€

Year Ended

December 31,
(Dollars in thousands) 2013 2012 Increase % Increase
Revenue $ 1,22386 $ 976,70t $ 247,15} 25.2%
Segment income $ 40,39( $ 30,77¢ $ 9,61< 31.2
Retail new vehicle unit sales 25,94( 20,55¢ 5,38¢ 26.2

Improvements in our Import operating results in2@bmpared to 2013 and in 2013 compared to 2012 wemarily a result of the improvement:
all revenue categories as discussed above, ovwenabvements in the economy and a strategic fooudiviersify our dependence on Domestic bri
through the acquisition of Import branded storee &dded 21 import locations in 2014 and five impacations in 2013. As of December 31, 2(
Honda and Toyota were our largest manufacturepsesenting 23% and 18% of new vehicle unit salelérfourth quarter of 2014, respectively.

Luxury
A summary of financial information for our Luxurggment follows:

Year Ended

December 31,
(Dollars in thousands) 2014 2013 Increase % Increase
Revenue $ 926,80: $ 629,52. $ 297,28 47.2%
Segment income $ 2454( $ 16,12¢ $ 8,417 52.2
Retail new vehicle unit sales 10,57( 7,03 3,563: 50.2
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Year Ended
December 31,

(Dollars in thousands) 2013 2012 Increase % Increase
Revenue $ 629,52. $ 498,42¢ $ 131,09: 26.2%
Segment income $ 16,12¢ $ 11,27 $ 4,85k 43.1
Retail new vehicle unit sales 7,03 5,63( 1,407 25.C

Improvements in our Luxury operating results in 28bmpared to 2013 and in 2013 compared to 2012 mémarily a result of the improvement:
all revenue categories as discussed above, ovemalbvements in the economy and a strategic foowiviersify our dependence on Domestic br:
through the acquisition of Luxury branded store® &dded six luxury locations in 2014 and one luxacation in 2013.

See Note 19 of Notes to Consolidated Financiak8tants included in Part I, Item 8 of this FormK.@er additional information.

Asset Impairment Charge
Asset impairments recorded as a component of agntiroperations consist of the following (in thonds):

Year Ended December 31,
2014 2013 2012
Asset impairments $ 1,85 $ - $ 11¢

During 2014, we recorded impairment charges astatiaith our equitymethod investment in an entity that participatethen NMTC Program. Tt
equity-method investment generates operating losses aaregy basis and, accordingly, we will be reqdite assess the investment for other
temporary impairment on a quarterly basis. Thestment provides a return in the form of tax credi® recorded a reduction to income tax provi
of $2.2 million related to tax credits under the R®Program in 2014. The resulting impact is a retdfit.

During 2012, we recorded impairment charges aswutiaith certain properties. As the expected fuuse of these facilities changed, the ldingd
assets were tested for recoverability. As a resudtdetermined the carrying value exceeded thevidire of these properties and asset impair
charges were recorded.

See Notes 1, 4, 12 and 18 of Notes to Consolidateahcial Statements for additional information.
Selling, General and Administrative Expen(“SG&A”)

SG&A includes salaries and related personnel exggradvertising (net of manufacturer cooperativeegising credits), rent, facility costs, and o
general corporate expenses.

Year Ended
December 31,
(Dollars in thousands) 2014 2013 In crease % In crease
Personnel $ 374,75 $ 278,49 % 96,26( 34.€%
Advertising 46,65: 39,59¢ 7,05¢ 17.¢
Rent 17,23( 13,96: 3,26¢ 23.4
Facility costs 33,76: 24,44 9,31¢ 38.1
Other 90,80¢ 70,90( 19,90¢ 28.1
Total SG&A $ 563,200 $ 427,400 $ 135,80 31.€
Year Ended
December 31, Increase
As a % of gross profit 2014 2013 (Decrease)
Personnel 45.5% 44.1% 140 by
Advertising 5.7 6.3 (60)
Rent 2.1 2.2 (20
Facility costs 4.1 3.9 20
Other 11.C 11.2 (20
Total SG&A 68.4% 67.7% 70 by
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Year Ended

December 31, Increase % Increase

(Dollars in thousands) 2013 2012 (De crease) (De crease)
Personnel $ 278,49 $ 243,24¢ $ 35,24¢ 14.5%
Advertising 39,59¢ 31,91: 7,68t 24.1
Rent 13,96: 15,16: (2,200 (7.9
Facility costs 24,44: 24,17: 271 1.1
Other 70,90( 59,19: 11,70¢ 19.¢
Total SG&A $ 427,400 $ 373,68t $ 53,71. 14.4

Year Ended

December 31, Increase
As a % of gross profit 2013 2012 (Decrease)
Personnel 44.1% 45.1% (100) by
Advertising 6.3 5.9 40
Rent 2.2 2.8 (60
Facility costs 3.6 4.5 (60)
Other 11.2 11.C 20
Total SG&A 67.7% 69.2% (160) by

SG&A expense increased $135.8 million in 2014 camgdo 2013, primarily due to increased variablste@ssociated with increased sales vo
and store count. Additionally, during the first giea of 2014, we recorded naore charges of $3.9 million related to an incretakeimcrease to
reserve associated with a lawsuit filed in 2006 settled in 2013, a charge for a hailstorm andsarkee for a contract assumed in an acquisition
also recorded non-core charges of $1.9 milliorteel&o the acquisition of DCH Auto Group during 201

SG&A expense increased $53.7 million in 2013 coragdp 2012. These increases were primarily driveinbreased variable costs associated
improved sales and increases in advertising asosgséd on gaining market share. Additionally, ii20we recorded a $6.2 million expense in ¢
associated with a non-core legal reserve relatedet@ettiement of a claim filed in 2006. This vedfset by a $2.5 million nogere gain on the sale
property, which was recorded as a component olitiacosts.

SG&A as a percentage of gross profit was 68.4%0ib42compared to 67.7% in 2013 and 69.3% in 2012luging the norcore charges descrikt
above, SG&A expense as a percentage of gross pwafit 67.7% in 2014 compared to 67.2% in 2013 and%9n 2012. See “NoGAAP
Reconciliations” in ManagemestDiscussion and Analysis of Financial Conditiod &esults of Operations for more details. Due &ofthil year effec
of the integration of DCH Auto Group, we expect S&&xpense to increase compared to our core opegtitherefore, we anticipate SG&A &
percentage of gross profit in the lower 70% ramg2015.

We also measure the leverage of our cost strubyevaluating throughput, which is the incremepticentage of gross profit retained after dedu
SG&A expense.

Year Ended % of Change
December 31, in
(Dollars in thousands) 201 4 201 3 Change Gross Profit
Gross profit $ 823,32. $ 630,95! $ 192,36 100.(%
SG&A expense (563,20) (427,400 (135,80) (70.6)
Throughput contribution $ 56,56 29.2%
Year Ended % of Change
December 31, in
(Dollars in thousands) 201 3 2012 Change Gross Profit
Gross profit $ 630,95. $ 539,30( $ 91,65 100.(%
SG&A expense (427,400 (373,689 (53,71) (58.6)

Throughput contribution

$ 37,94!

41.8%
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Throughput contributions for newly opened or acedistores reduce overall throughput due to thetfeatt in the first year of operation, a stare’
throughput is equal to the inverse of their SG&Aaggercentage of gross profit. For example, a stdiieh achieves SG&A as a percentage of ¢
profit of 70% will have throughput of 30% in thedfi year of operation.

We acquired 35 stores and opened one new stor@lith @nd acquired six stores and opened one new ist@013. Adjusting for these locations
the noneore adjustments discussed above, our throughputilootion on a same store basis was 42.9% in 2f@fdpared to 51.4% in 2013. \
continue to target a same store throughput corttoibwf approximately 50%.

Depreciation and Amortizatiot
Depreciation and amortization is comprised of dejpt®n expense related to buildings, significaemodels or improvements, furniture, to
equipment and signage and amortization of certaangible assets, including trade name, custorsisrdind non-compete agreements.

Year Ended December 31, %
(Dollars in thousands) 2014 2013 In crease In crease
Depreciation and amortization $ 26,36! % 20,03 $ 6,32¢ 31.6%
Year Ended
December 31, %
(Dollars in thousands) 2013 2012 In crease In crease
Depreciation and amortization $ 20,03 $ 17,12¢ $ 2,907 17.(%

Depreciation and amortization increased $6.3 mmillio 2014 compared to 2013, and $2.9 million in 2@&bmpared to 2012, as we purch:
previously leased facilities, acquired facilitieghwacquisitions, built new facilities subsequemthieacquisition of stores and invested in improverr
at our facilities and replacement of equipment. SEhénvestments increase the amount of depreciadsetsa and amortizable expenses. Ce
expenditures totaled $86.0 million and $50.0 milicespectively, in 2014 and 2013.

Operating Income
Operating income as a percentage of revenue, satipg margin, was as follows:

Year Ended December 31,
2014 2013 2012
Operating margin 4.2% 4.€% 4.5%
Operating margin adjusted for non-core chafge: 4.0% 4.7% 4.5%

D See “Non-GAAP Reconciliations” for additional infoation.
We continue to focus on cost control, which allawgso leverage our cost structure in an environroémmhproving sales.

Floor P lan Interest Expense and Floor Plan Assistee

Floor plan interest expense increased $1.5 milliin&014 compared to 2013. Changes in the averatgaoding balances on our floor plan facili
increased the expense $4.4 million, changes ifntieeest rates on our floor plan facilities deceshthe expense $2.2 million and the maturity oéd
interest rate swaps decreased the expense $0i@mailiring 2014 compared to 2013.

Floor plan interest expense decreased $0.4 miific2013 compared to 2012. Changes in the averatganoding balances on our floor plan facili

increased the expense $2.6 million, changes ifntieeest rates on our floor plan facilities deceshthe expense $0.7 million and the maturity oéd
interest rate swaps decreased the expense $2i@mill
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Floor plan assistance is provided by manufactutersupport store financing of new vehicle inventognder accounting standards, floor
assistance is recorded as a component of new gegiokss profit when the specific vehicle is soldwdver, because manufacturers provide
assistance to offset inventory carrying costs, ekele a comparison of floor plan interest expees#oor plan assistance is a useful measure ¢
efficiency of our new vehicle sales relative tockiag levels.

The following tables detail the carrying costsfiew vehicles and include new vehicle floor plarigst net of floor plan assistance earned.

Year Ended

December 31, Increase
(Dollars in thousands) 2014 2013 (Decrease) % Increase
Floor plan interest expense (new vehicles) $ 13,86. $ 12,370 $ 1,48¢ 12.(%
Floor plan assistance (included as an offset tb afosales) (28,749 (20,96 7,781 37.1
Net new vehicle carrying costs (bene $ (14,88) $ (8:599) 3 6,29° 73.2%

Year Ended %

December 31, Increase Increase
(Dollars in thousands) 2013 2012 (Decrease) (De crease)
Floor plan interest expense (new vehicles) $ 12,37 $ 12,81¢ $ (44%) (3.5%
Floor plan assistance (included as an offset tb afosales) (20,96 (16,639 4,33¢ 26.1
Net new vehicle carrying costs (bene $ (8,599 $ 381) s 4,777 125.2%

Other Interest Expense
Other interest expense includes interest on debiriad related to acquisitions, real estate moggagur used vehicle inventory financing facilityd
our revolving line of credit.

Year Ended

December 31,
(Dollars in thousands) 2014 2013 In crease % In crease
Mortgage interest $ 7540 $ 6,51¢ $ 1,021 15.7%
Other interest 3,60¢ 1,91¢ 1,69: 88.4
Capitalized interest (407) (8E) 322 378.¢
Total other interest expense $ 10,74: $ 8,35( ¢ 2,39; 28.6%

Year Ended %

December 31, Increase Increase
(Dollars in thousands) 201 3 201 2 (Decrease) (Decrease)
Mortgage interest $ 6,51¢ $ 8,14¢ $ (1,629 (20.0%
Other interest 1,91¢ 1,767 14c¢ 8.4
Capitalized interest (85) (294) (209) (71.7)
Total other interest expense $ 8,35( $ 9,621 ¢ 1,279 (13.9%

For 2014 compared to 2013, total other interesteimsed $2.4 million primarily due to an increaseother interest related to higher volume:
borrowing on our credit facility and higher mortgaupterest following the financing of several laoats to fund the DCH Auto Group acquisiti
partially offset by increased capitalized interest.

For 2013 compared to 2012, total other interestedesed $1.3 million primarily due to net mortgagductions of $28.1 million in 2013. In additi

we refinanced mortgages at lower interest rateschwmowered interest expense. Total other inteegpiense also decreased due to lower volunr
borrowing on our credit facility.
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Other Income, net
Other income, net primarily includes interest ineoamd the gains and losses related to an equityedétvestment.

Year Ended
December 31, %
(Dollars in thousands) 2014 2013 In crease In crease
Other income, net $ 3,19¢ $ 2,99 $ 20€ 6.9%
Year Ended
December 31, %
(Dollars in thousands) 201 3 2012 In crease In crease
Other income, net $ 299 $ 2,52t $ 46¢ 18.5%

The increases in 2014 compared to 2013 and in 20dtpared to 2012 were primarily due to higher idgeincome associated with increased auta
receivables. In 2014, this increase in other ingaméwas offset by operating losses of $1.2 nmilliecognized related to our equityethod investme
with U.S. Bancorp Community Development Corporation

Income TaxProvision
Our effective income tax rate was 35.6% in 20145%86in 2013 and 38.2% in 2012. Our statutory feldiergome tax rate is 35.0% and our s
income tax rate is currently 3.8%, which variedwtite mix of states where our stores are located.

The 2014 effective income tax rate was positivéfecied by new markets tax credits that are geedr#tirough our equityaethod investment wi
U.S. Bancorp Community Development Corporation. l&ing the norcore tax attributes associated with the treatménihe tax credits generai
through this investment and adjusting for other-nore items, our effective income tax rate was &8i6 2014. See “Non-GAAP Reconciliationfsr
more details.

In 2013, we experienced beneficial tax treatmenbeiated with certain state tax credits, capit@hg@nd tax benefits associated with the Amel
Taxpayer Relief Act of 2012, which was enactedhat keginning of 2013. Excluding the noore tax attributes associated with the treatmémtuc
capital gains and adjusting for other non-core #eour effective income tax rate was 38.2% in 28&e “Non-GAAP Reconciliationgbr more
details.

Non-GAAP Reconciliations

We believe each of the ndBAAP financial measures below improves the trarespey of our disclosures, provides a meaningful guresion of oL
results from the core business operations becaeseeikclude adjustments for items not related toomgoing core business operations and other non
cash adjustments, and improves the periogetded comparability of our results from the conesiness operations. Our management uses
measures in conjunction with GAAP financial measui@ assess our business, including our compliarittecovenants in our credit facility and
communications with our board of directors conaggnfinancial performance. These measures shouldbaatonsidered an alternative to GA
measures.
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The following tables reconcile certain reported 1@AAP measures to the most comparable GAAP measare 6ur Consolidated Statements
Operations (dollars in thousands, except per shraunts):

Year ended December 31, 2014

Equity-
As Reserve Acquisition method
reported Adjustments expenses Investment  Tax attributes Adjusted

Asset impairments $ 1,85 $ - 9 - 9 (1,859 $ - $ -
Selling, general and administrative 563,20° (3,93) (1,86%) - - 557,41:
Income from operations 231,89 3,931 1,86¢ 1,852 - 239,54¢
Other income, net 3,19¢ - - 1,16( - 4,35¢
Income from continuing operations beft

income taxes $ 210,49¢ $ 3931 $ 186t $ 3,01z - $ 219,30:
Income tax provision (74,959 (1,545 (720) (6,50¢6) (867) (84,599
Income from continuing operations, net

income tax $ 13554( $ 2,38 $ 1,14t $ (3,499 (867 $ 134,71:
Diluted earnings per share from

continuing operations $ 514 $ 0.0¢ $ 0.04 $ (0.13) (0.05) $ 5.11
Diluted share count 26,38:

Year Ended December 31, 2013
Reserve
As reported Disposal Gain  adjustments Tax attribute Adjusted

Selling, general and administrative $ 427,400 $ 2,531 (6,159 $ - 8 423,77¢
Operating income $ 183,51¢ $ (2,53)) 6,15: $ - $ 187,14(
Income from continuing operations before incc

taxes $ 165,78{ $ (2,53)) 6,15 $ - % 169,41(
Income tax provision (60,579 96¢ (2,359 (2,837 (64,79
Income from continuing operations, net of inca

tax $ 105,21 $ (1,56%9) 3,80C $ (2,83) $ 104,61
Diluted income per share from continuing

operations $ 40z $ (0.0¢) 014 $ (0.17) $ 3.9¢
Diluted share count 26,19:
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Year Ended December 31, 2012

Asset
impairment
and disposal Equity
As reported gain investment Tax attribute Adjusted

Asset impairments $ 115 $ (115 $ - $ - 3 =
Selling, general and administrative $ 373,68t $ 73¢ $ - 3 - $ 374,42
Income from operations $ 148,36¢ $ (629 $ - % - $ 147,74"
Other income, net $ 252t $ - $ (249 $ - $ 2,281
Income from continuing operations before incc

taxes $ 128,45 $ (6249 $ (249 % - 8 127,58¢
Income tax provision (49,067) 244 95 (1,440 (50,16%)
Income from continuing operations, net of inca

tax $ 79,398 $ (380 $ (149 ¢ (1,440 $ 77,42¢
Income from discontinued operations, net of

income tax 967 a72) - - 795
Net income $ 80,36: $ (552) $ (149 $ (1,440 $ 78,22
Diluted income per share from continuing

operations $ 3.0 % (0.0 $ (0.01) $ (0.0 $ 2.9¢
Diluted income per share from discontinued

operations 0.0 (0.03) = - 0.0
Diluted net income per share $ 3.07 $ (0.09) $ (0.0) $ (0.0 $ 2.9¢
Diluted share count 26,17(

Liquidity and Capital Resources

We manage our liquidity and capital resources twlfaur operating, investing and financing actigtie/e rely primarily on cash flows from operati
and borrowings under our credit agreements as thia sources for liquidity. We use those funds teest in capital expenditures, increase wor
capital and fulfill contractual obligations. Fundsmaining after these uses are used for acquisijtidebt retirement, cash dividends and ¢
repurchases.

Available Source
Below is a summary of our immediately availabledsiifin thousands):

%

As of December 31, Increase Increase
2014 2013 (Decrease) (Decrease)

Cash and cash equivalents $ 29,89¢ $ 23,68t $ 6,212 26.2%
Available credit on the Credit Facility 70,39 159,59¢ (89,209 (55.9)
Total current available funds 100,28 183,28: (82,999 (45.9)
Estimated funds from unfinanced real

estate 109,43: 135,74 (26,31) (19.9
Total estimated available funds $ 209,720 $ 319,03 $ (109,309 (34.9%
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Cash flows generated by operating activities anchfour credit facility are our most significant soes of liquidity. We also have the ability to &
funds through mortgaging real estate. As of Decerdlie 2014, our unencumbered owned operating gateehad a book value of $145.9 milli
Assuming we can obtain financing on 75% of thisuealwe estimate we could have obtained additiomadl§ of approximately $109.4 million
December 31, 2014; however, no assurances carob@dthat the appraised value of these properties waliam or exceed their book values or
this capital source will be available on terms atable to us.

In addition to the above sources of liquidity, putal sources include the placement of subordindtdebntures or loans, the sale of equity sect
and the sale of store sales or other assets. Weatwall of these options and may select one aembdthem depending on overall capital needs
the availability and cost of capital, although res@ances can be provided that these capital sowitlebe available in sufficient amounts or w
terms acceptable to us.

Information about our cash flows, by category, mresented in our Consolidated Statement of Caslws=ldhe following table summarizes our ¢
flows:

Year Ended December 31,

2014 2013 2012
Net cash provided by (used in) operating activi $ 30,31¢ $ 32,05¢ $ (212,479)
Net cash used in investing activiti (736,33) (130,32) (98,99
Net cash provided by financing activiti 712,22! 79,11( 333,46

Operating Activities
Cash provided by operating activities for 2014 carepl to 2013 decreased $1.7 million. This decresseprimarily driven by higher levels of n
vehicle inventory, both due to increased salesratel the addition of a number of stores to ouawiation.

Borrowings from and repayments to our syndicatediley group related to our new vehicle inventonofl plan financing are presented as finan
activity. Additionally, cash generated from thedfitting of new vehicles purchased as part of anisitign are included as a financing activity.
better understand the impact of changes in invgnamd the associated financing, we also considerneti cash provided by operating activi
adjusted to include cash activity associated withrew vehicle credit facility and excluding castivdty associated with acquired inventory. Adjud
net cash provided by operating activities is presgbelow:

Year Ended
December 31,
(Dollars in thousands) 2014 2013 Change
Net cash provided by operating activit— as reported $ 30,31¢ $ 32,05¢ $ (1,740
Add: Net borrowings on floor plan notes payabley-t@ade 440,34 128,63t 311,70¢
Less: Borrowings on floor plan notes payable, mawlé associated wit
acquired new vehicle inventory (257,367) (25,14%) (232,219
Net cash provided by operating activit— adjusted $ 213,29 $ 13554 $ 77,75(
Year Ended
December 31,
(Dollars in thousands) 2013 2012 Change
Net cash provided by (used in) operating activ as reported $ 32,05¢ $ (212,470 $ 244 53!
Add: Net borrowings on floor plan notes payable){ti@de 128,63 348,47 (219,84)
Less: Borrowings on floor plan notes payable, mal¢ associated wit
acquired new vehicle inventory (25,149 (13,74 (11,404
Net cash provided by operating activit- adjusted $ 13554 $ 12225 $ 13,29(

Inventories are the most significant componentwfaash flow from operationés of December 31, 2014, our new vehicle days suppls 62, or 1
days lower than our days supply as of Decembeg313. Our days supply of used vehicles was 53 daysf December 31, 2014, or 10 days I
than our days supply as of December 31, 2013. Whilede days supply of inventory based on curramémtory levels, excluding itransit vehicles
and a 30day historical cost of sales level. We have comtthto focus on managing our unit mix and maintaran appropriate level of new and u
vehicle inventory.
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Investing Activities
Net cash used in investing activities totaled $334illion and $130.3 million, respectively, for 20and 2013. Cash flows from investing activi
relate primarily to capital expenditures and adijois activity.

Below are highlights of significant activity relatéo our cash flows from investing activities:

Year Ended

December 31,
(Dollars in thousands) 2014 2013 In crease
Capital expenditures $ 85,98: $ 50,02¢ $ 35,95¢
Cash paid for acquisitions, net of cash acquired 659,63: 81,10¢ 578,52¢

Year Ended

December 31, Increase
(Dollars in thousands) 2013 2012 (Decrease)
Capital expenditures $ 50,02t $ 64,58 $ (14,559
Cash paid for acquisitions, net of cash acquired 81,10t 44,71¢ 36,38¢

Capital expenditures
Capital expenditures consisted of the following:

Year Ended December 31,

(Dollars in thousands) 2014 201 3 2012
Post-acquisition capital improvements $ 20,76( $ 12,17C $ 6,93¢
Facilities for open points 6,70( 5,64( 9,76¢€
Purchases of previously leased facilities 25,08: 6,894 20,04
Existing facility improvements 19,81 13,77: 19,78¢
Maintenance 13,62¢ 11,54¢ 8,052
Total capital expenditures $ 85,98: $ 50,02 $ 64,58¢

Many manufacturers provide assistance in the fofrmadditional vehicle incentives if facilities mestanufacturer image standards and requiren
We expect that certain facility upgrades and rerteoddl generate additional manufacturer incenipayments.

We expect to make a portion of our future capitgdenditures to upgrade facilities that we receattguired. This additional capital investmer
contemplated in our initial evaluation of the intreent return metrics applied to each acquisitiod snusually associated with manufacturer in
standards and requirements.

Acquisitions

We focus on acquiring stores at opportunistic pasehprices that meet our return thresholds antégicaobjectives. We acquired 35 stores and of
one store in 2014. These acquisitions diversifylmand and geographic mix as we continue to evaloat portfolio to minimize exposure to any

manufacturer and achieve financial returns. We i@edusix stores, and opened one store and one-atand body shop in 2013. We acquired

stores in 2012.
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We are able to subsequently floor new vehicle itmgnacquired as part of an acquisition; howeee, cash generated by this transaction is rec
as borrowings on floor plan notes payable, nonetréddljusted net cash paid for acquisition is presgbelow:

Year Ended
December 31,
(Dollars in thousands) 2014 2013 Change
Cash paid for acquisitions, net of cash acquired $ 659,63: $ 81,10 $ 578,52¢
Less: Borrowings on floor plan notes payable, rade associat
with acquired new vehicle inventory (257,367 (25,149 (232,219
Cash paid for acquisitions, net of cash acquiradjusted $ 402,27. $ 55,957 $ 346,31
Year Ended
December 31,
(Dollars in thousands) 2013 2012 Change
Cash paid for acquisitions, net of cash acquired $ 81,10 $ 44,71¢  $ 36,38¢
Less: Borrowings on floor plan notes payable, trade associat
with acquired new vehicle inventory (25,149 (13,749 (11,404
Cash paid for acquisitions, net of cash acquiredjusted $ 55,957 $ 30,97 $ 24,98¢

We have strict capital investment criteria in ewadilog all potential transactions, primarily assteibwith return on assets and return on our neity
investment.
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Financing Activities
Net cash provided by (used in) financing activitizdjusted for borrowing on floor plan facilitiesr-trade was as follows:

Year Ended December 31,

(Dollars in thousands) 201 4 2013 2012

Cash provided by financing activities, as reported $ 712,22¢ $ 79,11 % 333,46:
Less: cash provided by borrowings of floor planesgpayable: non-trade (440,34) (128,636 (348,47
Cash provided by (used in) financing activitiesadgisted $ 271,88 $ (49,526 $ (15,016

Below are highlights of significant activity relatéo our cash flows from financing activities:

Year Ended

December 31, Increase
(Dollars in thousands) 2014 2013 (Decrease)
Net borrowings (repayments) on lines of cre $ 183,76¢ $ (14,359 $ 198,12:
Principal payments on long-term debt, unscheduled - (25,770 (25,770
Proceeds from the issuance of long-term debt 124,90: 4,72( 120,18
Repurchases of common stock (22,96%) (7,909 15,06¢
Dividends paid (15,929 (10,08H 5,84«

Year Ended

December 31, Increase
(Dollars in thousands) 2013 2012 (Decrease)
Net borrowings on lines of crec $ (14,35H $ 12,35¢ $ (26,709
Principal payments on long-term debt, unscheduled (25,770 (40,76%) (14,999
Proceeds from the issuance of long-term debt 4,72( 42,33 (37,619
Repurchases of common stock (7,909 (23,279 (15,376
Dividends paid (20,085 (12,06¢) (1,989

Borrowing and RepaymeActivity
During 2014, we had net borrowings of $183.8 milliassociated with our used vehicle financing faci#ind our revolving line of credit, primar
related to the DCH auto acquisition completed anftburth quarter of 2014.

During 2013, we had a net repayment of $14.4 nnilhgsociated with our used vehicle financing facdind our revolving line of credit. Additional
we strategically paid off $25.8 million in outstamgl mortgages and had proceeds from mortgage fingraf $4.7 million. This activity extended ¢
near-term maturities and reduced our interest esaen

We increased our leverage ratio in 2014 due tdrthestment in the DCH Auto Group acquisitidks of December 31, 2014 our debt to total ca
ratio, excluding floor plan notes payable, was #8cbmpared to 32.0% as of December 31, 2013.

Equity Transaction

Under the share repurchase program authorized baard of Directors and repurchases associatddstitck compensation activity, we repurchi
226,729 shares of common stock at an average pfi&&0.52 per share in 2014. As of December 31420& had 1,500,224 shares available
repurchase under the plan. The plan does not haeggration date and we may continue to repurcBhaees from time to time as conditions warrant.
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For the period January 1, 2014 through Decembe2@®14, we declared and paid dividends on our Glaasd Class B Common Stock as follows:

Total amount of

Dividend amount dividend (in
Dividend paid : per share thousands)
March 2014 $ 0.13 $ 3,378
May 2014 0.16 4,179
August 2014 0.16 4,174
November 201- 0.16 4,198

Management evaluates performance and makes a remudation to the Board of Directors on dividend peapis on a quarterly basis.

Summary of Outstanding Balances on Credit Facilisi@nd Lon¢-Term Debt
Below is a summary of our outstanding balancesreditfacilities and long-term debt (in thousands):

Outstanding as of Remaining
December 31, 201  Available as of
December 31,

2014

Floor plan note payable: non-trade $ 1,137,63; $ 107,47(1)(4)
Floor plan notes payable 41,047 -
Used vehicle inventory financing facility 134,00( 44¢(2)
Revolving lines of credit 134,76¢ 69,94:12).3)
Real estate mortgages 334,44 -
Other debt 37,76¢ -
Liabilities associated with assets held for sale 4,897 -(4)

Total debt $ 1,822,54' $ 177,86

@ As of December 31, 2014, we had a $1.25 billion mehicle floor plan commitment as part of our ctéacility.

@ The amount available on the credit facility is lied based on a borrowing base calculation anduifites monthly.

®  Available credit is based on the borrowing base wmheffective as of December 31, 2014. This amdauméduced by $5.0 million f
outstanding letters of credit.

@ As of December 31, 2014, an additional $4.9 milladrfloor plan notes payable outstanding on our webhicle floor plan commitme
was recorded as liabilities related to assets toeldale.

Credit Facility

On October 1, 2014 and in connection with our asitjah of the DCH Auto Group, we completed a $1lilidm revolving syndicated credit facilit
This syndicated credit facility is comprised of fl8ancial institutions, including seven manufactuaéiliated finance companies. Our credit faci
provides for up to $1.25 billion in new vehicle @ntory floor plan financing, up to $150 million irsed vehicle inventory floor plan financing ar
maximum of $300 million in revolving financing fgeneral corporate purposes, including acquisitams working capital. This credit facility may
expanded to $1.85 billion total availability, suttj¢o lender approval.

We may request a reallocation of any unused poxfoaur credit facility provided that the used w&giinventory floor plan commitment does
exceed $250 million, the revolving financing comméint does not exceed $300 million, and the sumha$e commitments plus the new vet
inventory floor plan financing commitment does reateed the total aggregate financing commitmeritb8irowings from, and repayments to,
lending group are presented in the Consolidate®ents of Cash Flows as financing activities.

The new vehicle floor plan commitment is collatezedi by our new vehicle inventory. Our used vehigieentory financing facility is collateralized

our used vehicle inventory that has been in stockefss than 180 days. Our revolving line of crésléecured by our outstanding receivables rele
vehicle sales, unencumbered vehicle inventory,ragligible receivables, parts and accessories goghment.
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We have the ability to deposit up to $50 milliondash in Principal Reduction “PRiccounts associated with our new vehicle inventlmyr plar
commitment. The PR accounts are recognized astifigeredits against outstanding amounts on owr wehicle floor plan commitment and wo
reduce interest expense associated with the odiataprincipal balance. As of December 31, 2014 hae no balances in our PR accounts.

If the outstanding principal balance on our newicehinventory floor plan commitment, plus requests any day, exceeds 95% of the |
commitment, a portion of the revolving line of citechust be reserved. The reserve amount is equtletdesser of $15.0 million or the maxim
revolving line of credit commitment less the outstimg balance on the line less outstanding leérsredit. The reserve amount will decrease
revolving line of credit availability and may beedsto repay the new vehicle floor plan commitmeaiabce.

The interest rate on the credit facility varies dzh®n the type of debt, with the rate of anenth LIBOR plus 1.25% for new vehicle floor p
financing, onemonth LIBOR plus 1.50% for used vehicle floor pfamancing; and a variable interest rate on the Ikgmg financing ranging from tt
onemonth LIBOR plus 1.25% to 2.50%, depending on awetage ratio. The annual interest rate associatéd our new vehicle floor ple
commitment, excluding the effects of our interegerswaps, was 1.4% at December 31, 2014. The bintergst rate associated with our used ve
inventory financing facility and our revolving liref credit was 1.7% and 2.2%, respectively, at Deper 31, 2014.

Under the terms of our credit facility we are sabjeo financial covenants and restrictive covenaht limit or restrict our incurring additior
indebtedness, making investments, selling or acguassets and granting security interests in ssets.

Under our credit facility, we are required to maintthe ratios detailed in the following table:

As of
Debt Covenant Ratio Requirement December 31, 201
Current ratio Not less than 1.20 to 1 1.16t0:
Fixed charge coverage ratio Not less than 1.20to 1 3.30to:
Leverage ratio Not more than 5.00 to 1 221to'
Funded debt restriction Not to exceed $600 million $374.0 millior

As of December 31, 2014, we were not in compliamite the current ratio covenant as required undercoedit facility. Primarily as a result of cen
mortgage loans not closing in 2014 as we anticihateupled with higher than expected new vehicleitory levels at the end of the year, our cu
ratio covenant calculation was 1.16 to 1. We retggeand received a waiver from our lender grouptlier covenant as of December 31, 2014,
amended the agreement to reduce the current raienent requirement to 1.10 to 1 for the first ¢eraof 2015 and beyond. We expect to rema
compliance with the financial and restrictive coaets in our credit facility and other debt agreetseHowever, no assurances can be provided th
will continue to remain in compliance with the fir@al and restrictive covenants.

If we do not meet the financial and restrictive eoants and are unable to remediate or cure thatmondr obtain a waiver from our lenders, a bre

would give rise to remedies under the agreemeetntbst severe of which is the termination of theeament and acceleration of the amounts ow:
breach would also trigger cross-defaults underralbbt agreements.
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Floor Plan Notes Payable

We have floor plan agreements with manufactafféliated finance companies for vehicles that designated for use as service loaners. The va
interest rates on these floor plan notes payahtentoments vary by manufacturer. At December 31,42@41.0 million was outstanding on th
arrangements. Borrowings from, and repayments smufactureraffiliated finance companies are classified as ajey activities in the Consolidal

Statements of Cash Flows.

Real Estate Mortgages and Other De

We have mortgages associated with our owned realeednterest rates related to this debt rangenh ft.7% to 5.0% at December 31, 2014.
mortgages are payable in various installments tindDctober 2034. As of December 31, 2014, we heatifinterest rates on 66% of our outstan

mortgage debt.

Our other debt includes capital leases, sellerstes and our equity contribution obligations agged with the new markets tax credit eq
investment. The interest rates associated withother debt ranged from 2.08b 9.4% at December 31, 2014. This debt, whicHedt&37.8 million ¢

December 31, 2014, is due in various installmemsugh May 2019.

Contractual Payment Obligations

A summary of our contractual commitments and oliliges as of December 31, 2014, was as followsh@usands):

Payments Due By Period

Contractual Obligation Total 2015 201 6 and 201 201 8 and 201 2020 and
7 9 beyond

New vehicle floor plan commitme @) $ 1,13763 $ 1,137,63 $ - $ - 3 =
Floor plan notes payab(® 41,04 41,047 - - -
Used vehicle inventory financing facility 134,00( - - 134,00( =
Revolving lines of credit 134,76¢ 1,76¢ - 133,00( -
Liabilities related to assets held for sale 4,892 4,892
Real estate debt, including interest 400,72: 25,38¢ 85,55: 85,31« 204,46¢
Other debt, including capital leases and intere: 40,77: 17,23¢ 17,87: 3,68: 1,98:
Charge-backs on various contracts 26,76: 15,23 10,48: 1,02¢ 22
Operating lease3) 195,51( 24,35¢ 44,377 35,63¢ 91,14
Fixed rate payments on interest rate swaps 1,98- 1,397 58¢ - -

$ 2,118,09 $ 1,268,941 $ 158,87( $ 392,65{ $ 297,61¢

@

@

estate taxes. See Note 7 in the Notes to Consetldéhancial Statements.

Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements that have or are rédgdik@ly to have a material current or future esff on our financii

Amounts for floor plan notes payable, the usedaletinventory financing facility and the revolvitige of credit do not include estimated inte
payments. See Notes 1 and 6 in the Notes to Calasetl Financial Statements.
Amounts for operating lease commitments do nouitelsublease income, and certain operating expesosésas maintenance, insurance anc

condition, changes in financial condition, revenaesxpenses, results of operations, liquidity jtedexpenditures or capital resources.
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Inflation and Changing Prices

Inflation and changing prices did not have a matémpact on our revenues or income from continudpgrations in the years ended Decembe

2014, 2013 and 2012.

Selected Consolidated Quarterly Financial Data

The following tables set forth our unaudited quayténancial datdl) () .

2014 (in thousands, except per share data )

Revenues:

New vehicle

Used vehicle retalil

Used vehicle wholesale

Finance and insurance

Service, body and parts

Fleet and other

Total revenues

Cost of sales
Gross profit
Asset impairments
Selling, general and administrative
Depreciation and amortization
Operating income
Floor plan interest expense
Other interest expense
Other, net
Income from continuing operations before incomegax
Income tax provision
Income before discontinued operations
Discontinued operations, net of tax
Net income

Basic income per share from continuing operations
Basic income per share from discontinued operations
Basic net income per share

Diluted income per share from continuing operations
Diluted income per share from discontinued openatio
Diluted net income per share

(1) Quarterly data may not add to yearly totals ttueunding.

Three Months Ended,

March 31 June 30 September 30 December 31

$ 579,52 $ 694,48: $ 732,12. % 1,071,54.
301,89: 310,47! 340,52: 409,59:
42,69: 44,28¢ 48,85: 59,86

39,63: 43,83¢ 46,85 60,057
104,61° 114,33 120,77: 172,39¢

9,75( 14,38: 7,98¢ 19,85!
1,078,101 1,221,80: 1,297,11 1,793,30
906,04! 1,029,50: 1,099,27 1,532,18!
172,06 192,30( 197,84( 261,12:

- - - 1,85:

121,82¢ 125,46: 131,62 184,28t

5,507 5,82¢ 6,06 8,96/

44,72¢ 61,01 60,14¢ 66,01¢

(2,989 (3,215 (3,127) (4,53%)

(1,979 (1,869 (2,05)) (4,84¢)

937 1,14¢ 1,027 89

40,70¢ 57,07 55,99¢ 56,72
(16,010 (21,909 (21,459 (15,587)

24,69 35,17( 34,53" 41,13¢

40 3,13¢ - 1

$ 2473 $ 38,30¢ $ 34537 $ 41,14(
$ 0.9t $ 1.3 % 13z % 1.57
- 0.12 - -

$ 09t $ 147 $ 132 $ 1.57
$ 094 % 132 $ 131 $ 1.5€
- 0.11 - -

$ 094 $ 1.4t $ 131 $ 1.5€

(2) Certain reclassifications of amounts previouglgorted have been made to the quarterly finamzEitd to maintain consistency and comparal

between periods presented.

60




2013 (in thousands, except per share data ) Three Months Ended,

March June 30 Septembe December 31
31 30

Revenues:
New vehicle 493,44: $ 569,48 $ 604,13! $ 589,53!
Used vehicle retail 239,22¢ 258,46! 280,73 253,79:
Used vehicle wholesale 39,50¢ 37,69: 43,39¢ 37,64:
Finance and insurance 31,66: 34,21¢ 37,13: 35,99¢
Service, body and parts 90,44( 94,46 97,78¢ 100,79
Fleet and other 8,80z 14,18: 6,10¢ 7,10¢
Total revenues 903,08( 1,008,50! 1,069,291 1,024,87.
Cost of sales 756,64. 848,67. 903,90: 865,58:
Gross profit 146,43t 159,83 165,38¢ 159,29:
Selling, general and administrative 101,13: 109,28: 108,57( 108,41¢
Depreciation and amortization 4,721 4,89¢ 5,09¢ 5,31¢
Operating income 40,58¢ 45,65 51,72( 45,56
Floor plan interest expense (3,449 (3,036 (2,909 (2,979
Other interest expense (2,36)) (2,947 (1,939 (2,115
Other, net 801 584 83t 773
Income from continuing operations before incomeax 35,57° 41,25¢ 47,71 41,24(
Income tax provision (13,699 (15,97) (16,827) (14,080
Income before discontinued operations 21,88: 25,28 30,89 27,16(
Discontinued operations, net of tax 17¢ 274 127 212
Net income $ 22,058 $ 25,55 $ 31,01¢ $ 27,37
Basic income per share from continuing operations $ 0.8 $ 0.9t $ 12C $ 1.05
Basic income per share from discontinued operations 0.01 0.01 __= 0.01
Basic net income per share $ 08¢ $ 0.9¢ $ 1.2 $ 1.0¢
Diluted income per share from continuing operations $ 0.8 $ 097 $ 1.1t $ 1.0z
Diluted income per share from discontinued openetio 0.01 0.01 - 0.01
Diluted net income per share $ 0.8t $ 0.9¢ $ 118 $ 1.04

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk

Variable Rate Debt

Our credit facility, other floor plan notes payahled certain real estate mortgages are structwredréble rate debt. The interest rates on ouabiz
rate debt are tied to either the amenth LIBOR or the prime rate. These debt obligagjgherefore, expose us to variability in integEsgments due
changes in these rates. Certain floor plan debasged on opeanded lines of credit tied to each individual stivpoen the various manufacturer finai
companies.

Our variablerate floor plan notes payable, variable rate mgggaotes payable and other credit line borrowindgext us to market risk exposure.
December 31, 2014, we had $1.6 billion outstandinder such agreements at a weighted average intatesof 1.6% per annum. A 10% increas
interest rates, or 16 basis points, would increaswial interest expense by approximately $1.6 onillnet of tax, based on amounts outstandi
December 31, 2014.

Fixed Rate Debt

The fair value of our longerm fixed interest rate debt is subject to interate risk. Generally, the fair value of fixedengst rate debt will increase
interest rates fall because we would expect tobbe ta refinance for a lower rate. Conversely, fiievalue of fixed interest rate debt will decreas
interest rates rise. The interest rate changestaffe fair value but do not impact earnings ohdésws.

At December 31, 2014, we had $257.8 million of keegn fixed interest rate debt outstanding and i@eron the balance sheet, with maturity ¢

between November 2016 and October 2034. Basedsooutited cash flows using current interest ratesdmparable debt, we have determined
the fair value of this long-term fixed interestaaebt was approximately $270.8 million at Decen#igr2014.
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Hedging Strategie:
We believe it may be prudent to limit the varidilof a portion of our interest payments. Accordyndgrom time to time we have entered into inte
rate swaps to manage the variability of our interate exposure, thus leveling a portion of oueriest expense in a changing rate environment.

We have effectively changed the variable-rate dksh exposure on a portion of our floor plan debffixed-rate cash flows by entering into receive-
variable, payfixed interest rate swaps. Under the interest sat@ps, we receive variable interest rate paymerdseake fixed interest rate payme
thereby creating fixed rate floor plan debt.

We do not enter into derivative instruments for gnypose other than to manage interest rate expo3tat is, we do not engage in interest
speculation using derivative instruments. Typical designate all interest rate swaps as cashieages.

As of December 31, 2014, we had a $25 million egerate swap outstanding with U.S. Bank Dealer @eroial Services. This interest rate s
matures on June 15, 2016 and has a fixed rate587% per annum. The variable rate on the intest swap is the onamonth LIBOR rate. A
December 31, 2014, the one-month LIBOR rate wag%.fer annum, as reported in the Wall Street Jburna

The fair value of our interest rate swap agreememtesents the estimated receipts or paymentsvihiatl be made to terminate the agreement. 1
amounts related to our cash flow hedges are redoadedeferred gains or losses in our ConsolidatgldrBe Sheets with the offset recorde
accumulated other comprehensive income, net ofAaldecember 31, 2014, the fair value of all of agreements was a liability of $1.8 million. -
estimated amount expected to be reclassified iatoirgs within the next twelve months was $1.1iomllat December 31, 2014.

Risk Management Policie

We assess interest rate cash flow risk by idemigfyand monitoring changes in interest rate expastiv@ may adversely impact expected future
flows and by evaluating hedging opportunities. @alicy is to manage this risk through a mix of fixeate and variable rate debt structures and isi
rate swaps.

We maintain risk management controls to monitoeriest rate cash flow attributable to both our @umding and forecasted debt obligations, as w
our offsetting hedge positions. The risk managementrols include assessing the impact to futush ¢ws of changes in interest rates.

Item 8. Financial Statements and Supplementary Financial Da

The financial statements and notes thereto requyetthis item begin on page Fas listed in Item 15 of Part IV of this documeQuarterly financie
data for each of the eight quarters in the two-pegiod ended December 31, 2014 is included in Rem

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

None.

Item 9A . Controls and Procedures

Evaluation of Disclosure Controls and Procedur

Our management evaluated, with the participatiod ander the supervision of our Chief Executive €fi and Chief Financial Officer, t
effectiveness of our disclosure controls and pracesl as of the end of the period covered by thisu&h Report on Form 1B: Based on th
evaluation, our Chief Executive Officer and our &hrinancial Officer concluded that our disclosaomtrols and procedures are effective to er
that information we are required to disclose inortp that we file or submit under the Securitiesctange Act of 1934 is accumulated
communicated to our management, including our Chiedcutive Officer and our Chief Financial Officexs appropriate to allow timely decisit
regarding required disclosure and that such inftionas recorded, processed, summarized and repuiithin the time periods specified in Securi
and Exchange Commission rules and forms.
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Changes in Internal Control Over Financial Reportm
There was no change in our internal control ovearicial reporting that occurred during our lastdlsquarter that has materially affected ¢
reasonably likely to materially affect our intermaintrol over financial reporting.

Managemen's Report on Internal Control Over Financial Repdrig

Our management is responsible for establishingraaithtaining adequate internal control over finahoégorting. Our internal control over financ
reporting is designed to provide reasonable assaraegarding the reliability of financial reportirmgnd the preparation of financial statement:
external purposes in accordance with generallygiedeaccounting principles.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Ded®mn31, 2014. In making this assessment, we
the criteria set forth irinternal Control — Integrated Framework (199Bsued by the Committee of Sponsoring Organizatioinghe Treadwa
Commission.

In accordance with guidance issued by the SEC, aoiep are permitted to exclude acquisitions froairtfinal assessment of internal controls «
financial reporting during the year of the acquisitwhile integrating the acquired operations. Mgaraents evaluation of internal control o
financial reporting excludes the operations of 3Beacquisitions completed in 2014. These acquissti@present approximately 22% of consolid
total assets and approximately 14% of consolideggdnues for the year ended December 31, 2014.

Based on our assessment, our management conchateds of December 31, 2014, our internal comvel financial reporting was effective.

KPMG LLP, our Independent Registered Public Accounfirm, has issued an attestation report on ot@rmal control over financial reporting as
December 31, 2014, which is included in Iltem 8hig Form 10-K.

ltem 9B. Other Information

None.
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PART Il

Item 10. Directors , Executive Officersand Corporate Governance

Information required by this item will be includedder the captionElection of Directors, Current Directors and Nomése Non-Director Executiv
Officers, Certain Relationships and Transactions with RelaBaisons, Board Committees Director Independence, 2014 Board and Commr
Composition, Code of Business Conduct and Ethics, Named ExecQfificersand Section 16(a) Beneficial Ownership Reporting Coarglein our
Proxy Statement for our 2015 Annual Meeting of hatders and, upon filing, is incorporated hergindference.

Iltem 11. Executive Compensation

The information required by this item will be indied under the captior@ompensation of Directors, Ndemployee Director Stock Ownership Pol
Hedging and Pledging RestrictionCompensation Committee Report, Compensation Digcusand Analysis,Compensation Philosophy &
Objectives, Compensation Elements and Emphasisetdiorfhance, Our Process for Determining Compensatidditional Compensation Polici
Independent Compensation Consultant and Peer G@mpparison, Other Compensat-Related Considerations, 2014 Executive Compensatjo
Element, Grants of PlarBased Awards Table for 2014, Outstanding Equity iieat Year End 2014, Option Exercises and Stoatedefor 201«
Nonqualified Deferred Compensation for 20Potential Payments Upon Termination or Change imt@ad , and Compensation Committee Interlo
and Insider Participationn our Proxy Statement for our 2015 Annual Meetfigghareholders and, upon filing, is incorporatedein by reference.

Item 12. Security Ownership of Certain Beneficial Owners andManagement

Equity Compensation Plan Information

The following table summarizes equity securitiethatized for issuance as of December 31, 2014.

Number of
securities
remaining
available for
future issuance
Number of under equity
securities to be compensation
issued upon Weighted average plans (excluding
exercise of exercise price of securities
outstanding outstanding reflected in
options, warrants options, warrants column (@) ) (¢)
Plan Category and rights (a) and rights (b) @)
Equity compensation plans approved by shareholders 471,59(1) $ 6.75(2) 2,143,88.
Equity compensation plans not approved by sharenhsid = = =
Total 471,59/(1) $ 6.75(2) 2,143 88

(1) Includes option exercisable for 6,834 shafeSlass A common stock and 464,758 restricted stotts.

(2) There is no exercise price associated with ourictstl stock units. The total weighted average @gerprice is shown with respect to options o

(3) Includes 1,604,410 shares available pursuant t@0L8 Amended and Restated Stock Incentive Plarb@8gl71 shares available pursuant tc
Employee Stock Purchase Plan.

The additional information required by this itemlivide included under the capti@ecurity Ownership of Certain Beneficial Owners damhagemet
in our Proxy Statement for our 2015 Annual Meetifighareholders and, upon filing, is incorporatedein by reference.
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Item 13. Certain Relationships and Related Transactions and Director Independence

The information required by this item will be indled under the captiorertain Relationships and Transactions with Relé®etlsonsand Director
Independencin our Proxy Statement for our 2015 Annual Meetighareholders and, upon filing, is incorporatecein by reference.

Iltem 14. Principal Accountant Fees and Services

Information required by this item will be includedder the captiofrees Paid to KPMG LLP Related to Fiscal Years 2@id 2013 and Prépprova
Policiesin our Proxy Statement for our 2015 Annual Meetfighareholders and, upon filing, is incorporatedein by reference.

PART IV

Item 15. Exhibits and Financial Statement Schedules

Financial Statements and Schedules
The Consolidated Financial Statements, togethédr thigé report thereon of KPMG LLP, Independent Regéxl Public Accounting Firm, are incluc
on the pages indicated below:

Page
Reports of Independent Registered Public Accourfing F-1, F-2
Consolidated Balance Sheets as of December 31,&t12013 F-3
Consolidated Statements of Operations for the yerded December 31, 2014, 2013 and 2012 F-4
Consolidated Statements of Comprehensive Incoméhéyears ended December 31, 2014, 2013 and 2012 F-5
Consolidated Statements of Changes in Stockhold&epsity for the years ended December 31, 2014, 2032012 F-6
Consolidated Statements of Cash Flows for the yeaied December 31, 2014, 2013 and 2012 F-7
Notes to Consolidated Financial Stateme F-8

There are no schedules required to be filed helnewit

Exhibit Index
The following exhibits are filed herewith. An assdr (*) beside the exhibit number indicates the ibitd containing a management contr
compensatory plan or arrangement.

Exhibit Description
2.1 Stock Purchase Agreement between Lithia Motors,dnd DCH Auto Group (USA) Limited dated June 1@142 (incorporated t
reference to exhibit 2.1 to the Company’s Form 8kd October 3, 2014)

211 First Amendment to Stock Purchase Agreement betwéhia Motors, Inc. and DCH Auto Group (USA) Lired effective July 1!
2014 (incorporated by reference to exhibit 2.zheo €Company’s Form 10-Q for the quarter ended JOn@@&L4)

2.1.2 Second Amendment to Stock Purchase Agreement bethiggia Motors, Inc. and DCH Auto Group (USA) Litad effectivi
November 13, 201

3.1 Restated Articles of Incorporation of Lithia Motptac., as amended May 13, 1999 (incorporated fBreace to exhibit 3.1 to t
Company’'s Form 10-K for the year ended Decembed 939)

3.2 2013 Amended and Restated Bylaws of Lithiadvitinc. (incorporated by reference to exhibit @the Company’s Form R-
filed August 26, 2013)

10.1* 2009 Employee Stock Purchase Plan (incotpdray reference to Appendix A to the Companifroxy Statement for its 2C
annual meeting of shareholders filed on March 2092
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Exhibit Description

10.1.1* Amendment 2014-1 to the Lithia Motors,.I8009 Employee Stock Purchase Plan

10.2* Lithia Motors, Inc. 2013 Amended and Resta&ock Incentive Plan (incorporated by referemexhibit 10.1 to the Comparsy’
Form 8-K filed May 2, 2013)

10.2.1* RSU Deferral Plan (incorporated by refeeeto exhibit 10.3.1 to the Company’s Form 10-Ktfee year ended December 31, 2011)
10.2.2* Amendment to RSU Deferral Plan
10.2.3* Restricted Stock Unit (RSU) Deferral ElentForm

10.3* Form of Restricted Stock Unit Agreement (Perforngmmnd Time Vesting) (incorporated by reference xbil#t 10.1 to th
Company’'s Form 10-Q for the quarter ended March2813)

10.3.1* Form of Restated Restricted Stock Unitéggnent (Long Term Performance Vesting)

10.3.2* Form of Restricted Stock Unit Agreemenin{@& Vesting) (for midevel executives) (incorporated by reference tatekh0.3 to th
Company’'s Form 10-Q for the quarter ended March2813)

10.3.3* Form of Restricted Stock Unit Agreemenin{& Vesting) (for noremployee directors) (incorporated by referencextabét 10.4 tc
the Company’s Form 10-Q for the quarter ended M&dcH2013)

10.3.4* Form of Restated Restricted Stock Uniteggnent (Performance and Time Vesting)

10.3.5* Form of Restricted Stock Unit Agreemenitr{@ Vesting) (for non-employee directors)

10.3.6* Form of Restricted Stock Unit Agreemeni{@ Vesting) (non-executives, time-vesting)
10.3.7* Form of Restricted Stock Unit Agreemer@)2 Performance- and Time-vesting) (for Senior Hkges)
10.3.8* Form of Restricted Stock Unit Agreemer@)2 Long-term Performance-vesting)

10.3.9* Form of Restricted Stock Unit Agreemer@2 Time-vesting)

10.4* Lithia Motors, Inc. 2013 Discretionary Support Sees Variable Performance Compensation Plan (iraratpd by reference
exhibit 10.2 to the Company’s Form 8-K filed MayZp13)

10.5* Form of Outside Director Nonqualified Deferred Camnpation Agreement (incorporated by reference tuibéx10.20 to th
Company’'s Form 10-K for the year ended DecembeRGQ5)

10.6* Executive Nonqualified Deferred Compensation Agreetrbetween the Company and M. L. Dick Heimann di@ecember 3
2009 (incorporated by reference to exhibit 99.theoCompany’s Form 8-K filed January 5, 2010)

10.7 Amended and Restated Loan Agreement among Lithitoldpinc., the subsidiaries of Lithia Motors, Itisted on the signatu
pages of the agreement or that thereafter becomevbers thereunder, the lenders party thereto ftiome to time, and U.S. Ba
National Association (incorporated by referencexhbibit 10.1 to the Compa’s Form 8-K filed October 3, 2014)

10.8* Amended and Restated Split-Dollar Agreen{grdorporated by reference to exhibit 10.17 to@wmpany’s Form 16 for the yea
ended December 31, 2012)

10.9* Terms of Amended Employment and Change in ContgrseAment between Lithia Motors, Inc. and Sidnejp8Boer dated Januz
15, 2009 (incorporated by reference to exhibit 2@d2the Company’s Form 10-K for the year endeddbdwer 31, 2008) (1)

10.10* Form of Indemnity Agreement for each Narieecutive Officer (incorporated by reference toibiHL0.1 to the Compang’Forn
8-K filed May 29, 2009)
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Exhibit

Description

10.11*

10.12*

10.12.1*

10.12.2*

10.13*

10.13.1*

10.14*

10.15*

12

21

23

311

31.2

32.1

32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Form of Indemnity Agreement for each nonaagement Director (incorporated by reference tatexh0.2 to the Compang’Forn
8-K filed May 29, 2009)

Executive Management Non-Qualified Defer@mmpensation and LonBerm Incentive Plan (incorporated by referencextailst
10.22 to the Company’s Form 10-K for the year eridedember 31, 2010)

Form of Executive Management Non-Qualifieeferred Compensation and Long-Term Incentiven RidNotice of Discretionatr
Contribution Award for Sidney DeBoer (incorporatadreference to exhibit 10.22.1 to the Company’s+20K for the year ende
December 31, 2010)

Form of Executive Management Non-Qualifieeferred Compensation and Long-Term Incentiven RidNotice of Discretionat
Contribution Award (incorporated by reference tdibk 10.22.2 to the Company’s Form KOfor the year ended December
2010)

Employment Agreement with Executive Vice Presidgrad Gray dated March 1, 2012 (incorporated byregfee to exhibit 10.2
the Company’s Form 10-Q for the quarter ended M&dcH2012)

Amendment to Terms of Employment Agreement withdB&ay dated April 30, 2013 (incorporated by refieeeto exhibit 10.23
the Company’s Form 10-K for the year ended Decer8he2013)

Form of Amended Employment and Change in Contrale@ment dated February 22, 2013 between the Comgrach\Bryan E
DeBoer (incorporated by reference to exhibit 1a®the Company’s Form 10-K for the year ended Ddma31, 2012) (2)

Real Estate Purchase and Sale Agreement betwden Real Estate, Inc. and Dick Heimann dated Oct@be 2013 (incorporat:
by reference to exhibit 10.1 to the Company’s F&o¥Q for the quarter ended September 30, 2013)

Ratio of Earnings to Combined Fixed Charges

Subsidiaries of Lithia Motors, Inc.

Consent of KPMG LLP, Independent Registeredi®ézcounting Firm
Certification of Chief Executive Officer puent to Rule 13a-14(a) or Rule 15d-14(a) of theuBtes Exchange Act of 1934.
Certification of Chief Financial Officer puient to Rule 13a-14(a) or Rule 15d-14(a) of theuBges Exchange Act of 1934.

Certification of Chief Executive Officer puemnt to Rule 13a-14(b) or Rule 18d{b) of the Securities Exchange Act of 1934 ar
U.S.C. Section 1350.

Certification of Chief Financial Officer puient to Rule 13a-14(b) or Rule 15d-14(b) of theusiies Exchange Act of 1934 and 18
U.S.C. Section 1350.

XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation LinldeaDocument.
XBRL Taxonomy Extension Definition Linklsa®ocument.
XBRL Taxonomy Extension Label Linkbase Datent.

XBRL Taxonomy Extension Presentation LagebDocument.

(1) A substantially similar agreement exists betweithia Motors, Inc. and M.L. Dick Heimann.
(2) Substantially similar agreements exist betwlaénia Motors, Inc. and each of Scott Hillier, @topher S. Holzshu and John F. North IIl.
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SIGNATURES

Pursuant to the requirements of Section 13 or 18f{the Securities Exchange Act of 1934, the Registhas duly caused this report to be signeds
behalf by the undersigned, thereunto duly authdrize

Date: March 2, 2015 LITHIA MOTORS, INC.

By: /s/ Bryan B. DeBoer

Bryan B. DeBoe
Director, President and Chief Executive Offi

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bdigwhe following persons on behalf of
Registrant and in the capacities indicated on M&,2015:

Signature Title
[s/ Bryan B. DeBoe Director, President and Chief Executive Offi

Bryan B. DeBoer (Principal Executive Officer

/sl Christopher S. Holzst Senior Vice President, Chief Financial Officer &wtretary
Christopher S. Holzshu (Principal Financial Officer

[s/ John F. North IlI Vice President and Chief Accounting Offic

John F. North 111 (Principal Accounting Officer

[s/ Sidney B. DeBoer Director and Executive Chairmi

Sidney B. DeBoer

/s/ M.L. Dick Heimann Director and Vice Chairma
M.L. Dick Heimann

/sl Thomas Becker Director
Thomas Becker

/s/ Susan O. Cain Director
Susan O. Cain

/s/ Kenneth E. Robert Director
Kenneth E. Robert

[s/ William J. Young Director
William J. Young
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Lithia Motors, Inc.:

We have audited the accompanying Consolidated Bal&heets of Lithia Motors, Inc. and subsidiarieBDecember 31, 2014 and 2013, anc
related Consolidated Statements of Operations, Celmepsive Income, Changes in StockholdEigity, and Cash Flows for each of the years i
three-year period ended December 31, 2014. Thessdldated Financial Statements are the respoitgiloif the Companys management. O
responsibility is to express an opinion on thesagbbidated Financial Statements based on our audits

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamlioUnited States). Those standards re:
that we plan and perform the audit to obtain reabEnassurance about whether the financial statisneea free of material misstatement. An &
includes examining, on a test basis, evidence stipgathe amounts and disclosures in the finansiatements. An audit also includes assessir
accounting principles used and significant estimatade by management, as well as evaluating thalbfisancial statement presentation. We bel
that our audits provide a reasonable basis foopinion.

In our opinion, the Consolidated Financial Statetmeaferred to above present fairly, in all materggpects, the financial position of Lithia Moty
Inc. and subsidiaries as of December 31, 2014 848,2and the results of their operations and tt&sh flows for each of the years in the thyeat
period ended December 31, 2014, in conformity Wwit8. generally accepted accounting principles.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bofddnited States), Lithia Motors, Ins.’
internal control over financial reporting as of Bewer 31, 2014, based on criteria establisheltiternal Control — Integrated Framewoid992
issued by the Committee of Sponsoring Organizatioihthe Treadway Commission (COSO), and our repgated March 2, 2015 expressec
unqualified opinion on the effectiveness of the @amy’s internal control over financial reporting.

As discussed in Note 1 to the financial statemeh&sCompany has changed its method for reportiszpdtinued operations as of September 2014.
/sl KPMG LLP

Portland, Oregon
March 2, 2015
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Lithia Motors, Inc.:

We have audited Lithia Motors, Inc. and subsidi&rieternal control over financial reporting as of @etber 31, 2014, based on criteria establish
Internal Control— Integrated Framework (1992sued by the Committee of Sponsoring Organizatafrthie Treadway Commission (COSO). Li
Motors, Inc.5 management is responsible for maintaining effedtiternal control over financial reporting and ifis assessment of the effectivenes
internal control over financial reporting, includéd the accompanying ManagemenfReport on Internal Control Over Financial RepaytiOu
responsibility is to express an opinion on the Canys internal control over financial reporting beson our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversight lld@nited States). Those standards re¢
that we plan and perform the audit to obtain reabtassurance about whether effective internatabover financial reporting was maintained ir
material respects. Our audit included obtainingiaderstanding of internal control over financigdaging, assessing the risk that a material wea
exists, and testing and evaluating the design gretating effectiveness of internal control basedtlw assessed risk. Our audit also incl
performing such other procedures as we consideeedssary in the circumstances. We believe thataadit provides a reasonable basis for
opinion.

A companys internal control over financial reporting is aopess designed to provide reasonable assurancediregahe reliability of financic
reporting and the preparation of financial statet:idor external purposes in accordance with gelyeaaicepted accounting principles. A company’
internal control over financial reporting includégmse policies and procedures that (1) pertaitnéonaintenance of records that, in reasonablel
accurately and fairly reflect the transactions aipositions of the assets of the company; (2)ideveasonable assurance that transactior
recorded as necessary to permit preparation ohéiahstatements in accordance with generally @eceaccounting principles, and that receipts
expenditures of the company are being made onlcoordance with authorizations of management arettdirs of the company; and (3) pro\
reasonable assurance regarding prevention or tidethction of unauthorized acquisition, use, opakition of the compang’assets that could hav
material effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any evadin
of effectiveness to future periods are subjecth®risk that controls may become inadequate becafuskanges in conditions, or that the degre
compliance with the policies or procedures may rilaiate.

In our opinion, Lithia Motors, Inc. maintained,all material respects, effective internal contreéofinancial reporting as of December 31, 2014¢k
on criteria established imternal Control — Integrated Framework (199Bsued by the Committee of Sponsoring Organizatmithe Treadwa
Commission.

Lithia Motors, Inc. completethe acquisition of 35 stores during 2014 and, amjieed, management elected to exclude all of tleespiisitions fror
its assessment of internal control over finanaglorting as of December 31, 2014. The total asdetsese 35 acquisitions represented approxim
22% of consolidated total assets as of Decembe2@l4 and approximately 14% of consolidated reveriaethe year ended December 3Q14. Ou
audit of internal control over financial reporting Lithia Motors, Inc. also excluded an evaluatmithe internal control over financial reporting
these 35 acquisitions.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@united States), the Consolidated Bal:
Sheets of Lithia Motors, Inc. and subsidiaries &sDecember 31, 2014 and 2013, and the related didased Statements of Operatic
Comprehensive Income, Changes in Stockholders'tizqamnd Cash Flows for each of the years in theethear period ended December 31, 2014,
our report dated March 2, 2015 expressed an uriggatipinion on those Consolidated Financial Staters

/sl KPMG LLP

Portland, Oregon
March 2, 2015




Assets
Current Assets:
Cash and cash equivalents

LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands)

Accounts receivable, net of allowance for doub#fttounts of $2,191 and $173

Inventories, net
Deferred income taxes
Other current assets
Assets held for sale
Total Current Assets

Property and equipment, net of accumulated depreciaf $117,679 and $106,871

Goodwill

Franchise value

Deferred income taxes

Other non-current assets
Total Assets

Liabilities and Stockholders' Equity
Current Liabilities:
Floor plan notes payable
Floor plan notes payable: non-trade
Current maturities of long-term debt
Trade payables
Accrued liabilities
Deferred income taxes
Liabilities related to assets held for sale
Total Current Liabilities

Long-term debt, less current maturities
Deferred revenue
Deferred income taxes
Other long-term liabilities
Total Liabilities

Stockholders' Equity:

Preferred stock - no par value; authorized 15,0@0es; none outstanding
Class A common stock - no par value; authorizedd@®shares; issued and outstanding 23,671 ar

23,329

Class B common stock - no par value; authorize@@bshares; issued andtstanding 2,562 and 2,5

Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See accompanying notes to consolidated financgsents.

December 31,

2014 2013
$ 29,89 $ 23,68t
295,37 170,51

1,249,65! 859,01

- 1,54¢

32,04( 15,25"

8,56: 11,52¢

1,615,50" 1,081,54"

816,74 481,21;

199,37 49,51

150,89: 71,19¢

- 10,25¢

98,41 31,39

$ 2,880,93 $ 1,725,12.
$ 41,047 $ 18,78¢
1,137,63: 695,06t

31,91 7,08:

70,85: 51,15¢

153,66: 94,14:

2,60z -

4,892 6,271

1,442,601 872,51

609,06t 245 47:

54,40: 44,00

42,79 -

58,96 28,41

2,207,82 1,190,39!

276,05 268,25!

31¢ 31¢

29,77 22,59

(926) (1,53¢)

367,87 245,08

673,10 534,72

$ 2,880,93 $ 1,72512.




LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations

Revenues:

New vehicle

Used vehicle retail

Used vehicle wholesale

Finance and insurance

Service, body and parts

Fleet and other

Total revenues

Cost of sales:

New vehicle

Used vehicle retalil

Used vehicle wholesale

Service, body and parts

Fleet and other
Total cost of sales
Gross profit
Asset impairments
Selling, general and administrative
Depreciation and amortization

Operating income

Floor plan interest expense

Other interest expense

Other income, net
Income from continuing operations before incomegax
Income tax provision
Income from continuing operations, net of income ta
Income from discontinued operations, net of incaaxe
Net income

Basic income per share from continuing operations
Basic income per share from discontinued operations
Basic net income per share

Shares used in basic per share calculations

Diluted income per share from continuing operations
Diluted income per share from discontinued openatio
Diluted net income per share

Shares used in diluted per share calculations

See accompanying notes to consolidated financgsents.

(In thousands)

F-4

Year Ended December 31,

2014 2013 2012
$ 3,077,67! 2,256,59: 1,847,60:
1,362,48. 1,032,22: 833,48

195,69¢ 158,23! 139,23°

190,38: 139,00° 112,23

512,12 383,48 347,70

51,97 36,20: 36,22¢

5,390,32 4,005,74" 3,316,48
2,879,48 2,105,48 1,713,15(
1,183,22i 881,36 711,76

192,05: 155,52 137,82:

262,38t 197,91 179,63

49,84¢ 34,51 34,81

4,567,00- 3,374,79 2,777,18

823,32 630,95 539,30

1,85¢ - 11F

563,20° 427,40 373,68t

26,36 20,03 17,12¢

231,89 183,51¢ 148,36¢

(13,867) (12,379 (12,816

(10,74%) (8,350) (9,621)

3,19¢ 2,99z 2,52¢

210,49 165,78t 128,45°

(74,955 (60,579 (49,069

135,54( 105,21 79,39

3,18( 78€ 967

$ 138,72 106,001 80,36:
$ 5.1¢ 4.0¢ 3.0¢
0.1z 0.0¢ 0.04

$ 5.31 4.11 3.1¢
26,12 25,80¢ 25,60¢

$ 5.14 4.0z 3.0¢
0.12 0.0¢ 0.04

$ 5.2¢ 4.0 3.07
26,38: 26,19: 26,17




LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
(In thousands)

Year Ended December 31,

2014 2013 2012
Net income $ 138,72(  $ 106,000 $ 80,36:
Other comprehensive income, net of tax:
Gain on cash flow hedges, net of tax expense 0d $8868 and $1,175 612 1,07 1,89:¢
Comprehensive income $ 139,33 $ 107,07 $ 82,25¢

See accompanying notes to consolidated financgsents.




LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Stockholdersguity

(In thousands)

Accumulated

Balance at December 31, 2011

Net income

Gain on cash flow hedges, net of tax expense of
$1,175

Issuance of stock in connection with employee stc
plans

Issuance of restricted stock to employees

Repurchase of Class A common stock

Class B common stock converted to Class A comi
stock

Compensation for stock and stock option issuanc
and excess tax benefits from option exercises

Dividends paid

Balance at December 31, 2012

Net income

Gain on cash flow hedges, net of tax expense o8

Issuance of stock in connection with employee stc
plans

Issuance of restricted stock to employees

Repurchase of Class A common stock

Class B common stock converted to Class A comi
stock

Compensation for stock and stock option issuanc
and excess tax benefits from option exercises

Dividends paid

Balance at December 31, 2013

Net income

Gain on cash flow hedges, net of tax expense od

Issuance of stock in connection with employee stc
plans

Issuance of stock in connection with acquisitions

Issuance of restricted stock to employees

Repurchase of Class A common stock

Compensation for stock and stock option issuance
and excess tax benefits from option exercises

Dividends paid

Balance at December 31, 2014

Other Total
Common Stock Additional Compre- Stock-
Class A Class B Paid-In hensive Retainec holders'
Shares Amount Shares Amount Capital Loss Earnings Equity
22,19t $279,36t 3,762 $ 46€ $ 1091t $ (4,50¢) $ 80,877 $367,12:
- - - - - - 80,36: 80,36:
- - . - - 1,89: = 1,89:
647 8,652 - - - - - 8,652
3 - - - - - - -
(929) (23,279 - - - - - (23,279
1,00(C 125 (1,000 (225 = = = -
- 3,931 - - 1,481 - - 5,41¢
- - - - - - (12,066 (12,066
22,91¢  268,80: 2,76 342 12,39¢ (2,615 149,170 428,10:
- - - - - - 106,00C 106,00(
- - - - - 1,077 - 1,077
28¢ 5,14¢ - - - - - 5,14¢
117 - - - - - - -
(87 (7,909 - - - - - (7,909
20C 24 (200) (24) - - - -
- 2,18¢ - - 10,19¢ - - 12,38:
- - - - - - (10,089 (10,089
23,32¢ 268,25 2,56 31¢ 22,59¢ (1,53¢) 245,08¢ 534,72
- - - - - - 138,72( 138,72
- - - - - 612 - 61z
11¢ 4,59( - - - - - 4,59(
26¢ 19,73¢ - - - - - 19,73¢
28¢ - - - - - - -
(339 (22,969 - - - - - (22,969
- 6,44F - - 7,177 - - 13,62:
- - - - - - (15,929 (15,929
23,67 $276,05¢ 2562 $ 31¢c $ 29,77F $ (92€) $367,87¢ $673,10!

See accompanying notes to consolidated financgstents.

F-6




LITHIA MOTORS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(In thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigdea by (used in) operating
activities:
Asset impairments
Depreciation and amortization
Depreciation and amortization within discontinugetations
Stock-based compensation
(Gain) loss on disposal of other assets
(Gain) loss from disposal activities within discionied operations
Deferred income taxes
Excess tax benefit from share-based payment amaegs
(Increase) decrease (net of acquisitions and dispus):
Trade receivables, net
Inventories
Other assets
Increase (decrease) (net of acquisitions and dtspos):
Floor plan notes payable
Trade payables
Accrued liabilities
Other long-term liabilities and deferred revenue
Net cash provided by (used in) operating activities

Cash flows from investing activities:
Principal payments received on notes receivable
Capital expenditures
Proceeds from sales of assets
Cash paid for acquisitions, net of cash acquired
Cash paid for other investments
Proceeds from sales of stores
Net cash used in investing activities

Cash flows from financing activities:

Borrowings on floor plan notes payable: non-trade
Borrowings on lines of credit
Repayments on lines of credit
Principal payments on long-term debt, scheduled
Principal payments on long-term debt and capitdés, other
Proceeds from issuance of long-term debt
Proceeds from issuance of common stock
Repurchase of common stock
Excess tax benefit from share-based payment amaefs
Decrease in restricted cash
Dividends paid

Net cash provided by financing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the period for interest
Cash paid during the period for income taxes, net

Supplemental schedule of non-cash activities:

Year Ended December 31,

2014 2013 2012
$ 138,72 106,000 $ 80,36:
1,85¢ - 11F
26,36 20,03t 17,12¢

- - 18€

7,43¢ 6,56¢ 3,11¢

271 (2,339 (747)
(5,744) - 621
13,35¢ 14,47" 14,17:
(6,186) (5,994) (2,802)
(59,479 (37,370 (33,709
(76,00%) (106,89¢) (230,44:)
(31,189 (5,655) (10,370
(647) 5,30( (82,109
(3,105 8,48( 8,001
(13,479 12,30: 10,53¢
38,13 17,15: 13,45¢
30,31¢ 32,05¢ (212,47
2,88. 91 94€
(85,98%) (50,025 (64,589
4,89¢ 4,63 6,027
(659,63 (81,10%) (44,716
(9,110 (3,915 (3,28¢)
10,61 - 6,61¢
(736,33)) (130,32) (98,997
440,34 128,63 348,47
1,435,14 800,00 592,62
(1,251,37) (814,35Y) (580,26¢)
(8,666) (7,100) (8,347)

- (25,770 (40,76%)

124,90: 4,72 42,33
4,59( 4,97: 8,65:
(22,96%) (7,909 (23,279
6,18¢ 5,99¢ 2,80z

- - 3,30(

(15,929 (10,085 (12,066
712,22 79,11( 333,46
6,217 (19,159 21,08¢
23,68¢ 42,83¢ 20,85"

$ 29,89¢ 2368 $ 42,83
$ 24,63 21,000 $ 22,97¢
63,82 42 ,68: 36,57¢



Debt issued or acquired in connection with acqoiss $ 55,69
Floor plan debt acquired in connection with acdiges 24,68¢
Floor plan debt paid in connection with store disgle 3,311
Issuance of Class A common stock in connection agtjuisitions 19,73¢

See accompanying notes to consolidated financgstents.
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LITHIA MOTORS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1) Summary of Significant Accounting Padies

Organization and Business

We are a leading operator of automotive franchéseba retailer of new and used vehicles and relsedces. As of December 31, 2014,
offered 30 brands of new vehicles and all brandssefl vehicles in 129 stores in the United Statdsoaline at Lithia.com and DCHauto.com. We
new and used cars and replacement parts; provitielgenaintenance, warranty, paint and repair sesziarrange related financing; and sell se
contracts, vehicle protection products and creditifance.

Our dealerships are located across the UnitedsStafe seek domestic, import and luxury franchisesities ranging from midized region:
markets to metropolitan markets. We evaluate ahts for expansion opportunities provided the ntaikearge enough to support adequate
vehicle sales to justify the required capital irtaesnt.

Basis of Presentation
The accompanying Consolidated Financial Statemesflsct the results of operations, the financiasipon and the cash flows for Litt

Motors, Inc. and its directly and indirectly whollgwned subsidiaries. All intercompany balances &mghsactions have been eliminatec
consolidation.

We early adopted the amendment to the accountirdagee related to discontinued operations in thivel thuarter of 2014. This amendm
defines discontinued operations as a componentopgof components that is disposed of or is digssas held for sale and represents a strate i
that has, or will have, a major effect on an ehditgperations and financial results. As a result,determined that individual stores which met
criteria for held for sale after our adoption detguld no longer qualify for classification as distioued operations. We had previously reclassié
held for sale store’operations to discontinued operations in our Glichsted Statements of Operations, on a compatsses for all periods present
provided we did not expect to have any significanitinuing involvement in the store’s operationgiits disposal. See Note 15.

Cash and Cash Equivalents
Cash and cash equivalents are defined as casmdrahd cash in bank accounts without restrictions.

Accounts Receivable
Accounts receivable include amounts due from teviing:

various lenders for the financing of vehiclesisol

customers for vehicles sold and service and gaits;

manufacturers for factory rebates, dealer ingestand warranty reimbursement; and
insurance companies and other miscellaneousvedies.

Receivables are recorded at invoice and do notib&nest until they are 60 days past due. Thenalfwe for doubtful accounts is estime
based on our historical writeff experience and is reviewed monthly. Accountibaks are charged against the allowance aftep@lbpriate means
collection have been exhausted and the potentiateficovery is considered remote. The annual agtifat charges and subsequent recoveri
immaterial. See Note 2.

Inventories

Inventories are valued at the lower of market valueost, using a pooled approach for vehicles taedspecific identification method 1
parts. Certain acquired inventories are valuedgusie last-in firstut (LIFO) method. The LIFO reserve associated Witk inventory as of Decemt
31, 2014 was immaterial. The cost of new and usdiitle inventories includes the cost of any equipnaelded, reconditioning and transportation.
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Manufacturers reimburse us for holdbacks, floonpleterest assistance and advertising assistartiehvare reflected as a reduction in
carrying value of each vehicle purchased. We reieegadvertising assistance, floor plan intereststesce, holdbacks, cash incentives and
rebates received from manufacturers that are diesppécific vehicles as a reduction to cost of satethe related vehicles are sold.

Parts are valued at lower of market value or cegtgua specific identification method. Parts pusghdiscounts that we receive from
manufacturer are reflected as a reduction in theyica value of the parts purchased from the maetufer and are recognized as a reduction to c
goods sold as the related inventory is sold. See RBo

Property and Equipment

Property and equipment are stated at cost and depeé over their estimated useful lives on thaightline basis. Leasehold improveme
made at the inception of the lease or during tha @& the lease are amortized on a stralgtg-basis over the shorter of the life of the ioy@ment ¢
the remaining term of the lease.

The range of estimated useful lives is as follows:

Year
Buildings and improvements 5-40
Service equipment 5-15
Furniture, office equipment, signs and fixtures 3-1C

The cost for maintenance, repairs and minor rerevwatxpensed as incurred, while significant rerfeodad betterments are capitalizec
addition, interest on borrowings for major cappabjects, significant remodels and bettermentscaptalized. Capitalized interest becomes a p:
the cost of the depreciable asset and is deprdcéeteording to the estimated useful lives as preshiostated. For the years ended December 31,
2013 and 2012, we recorded capitalized intere$0aef million, $0.1 million and $0.3 million, respaely.

When an asset is retired or otherwise disposetthefielated cost and accumulated depreciationeaneved from the accounts, and any ga
loss is credited or charged to income from contigwperations.

Leased property meeting certain criteria is cajigal and the present value of the related leaseneals is recorded as a liabil
Amortization of capitalized leased assets is comgpuain a straighiine basis over the term of the lease, unlessdhsd transfers title or it contain
bargain purchase option, in which case, it is ainedtover the asset’s useful life, and is incluotedepreciation expense.

Longdived assets held and used by us are reviewedrfpairment whenever events or circumstances inditetethe carrying amount
assets may not be recoverable. We consider sefeetats when evaluating whether there are indioatiof potential impairment related to our long-
lived assets, including store profitability, ovémalacroeconomic factors and the impact of our sgiatmanagement decisions. If recoverability tg
is performed, we evaluate assets to be held ardihyseomparing the carrying amount of an assettioré net undiscounted cash flows associatec
the asset, including its disposition. If such assee considered to be impaired, the amount byhthie carrying amount of the assets exceeds tr
value of the assets is recognized as a chargedoni@ from continuing operations. See Note 4.

Franchise Value

We enter into agreements (“Franchise Agreementst) the manufacturers. Franchise value represantght received under Franct
Agreements with manufacturers and is identifiedornindividual store basis.
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We evaluated the useful lives of our Franchise Agrents based on the following factors:

certain of our Franchise Agreements continuefinidely by their terms;

e certain of our Franchise Agreements have limiggths, but are routinely renewed without substantat to us;

e other than franchise terminations related to thereicedented reorganizations of Chrysler and Gehw#drs, and allowed by bankrup
law, we are not aware of manufacturers terminakrgnchise Agreements against the wishes of thecliis@ owners in the ording
course of business. A manufacturer may pressurarechiise owner to sell a franchise when the owsdnibreach of the franchi
agreement over an extended period of time;
state dealership franchise laws typically lihi rights of the manufacturer to terminate or eoew a franchise;
we are not aware of any legislation or otherdexthat would materially change the retail autdweotranchise system; and

e as evidenced by our acquisition and dispositiomohys there is an active market for most automotiealership franchises within 1
United States. We attribute value to the Franchigeeements acquired with the dealerships we puechased on the understanding
industry practice that the Franchise Agreementshgirenewed indefinitely by the manufacturer.

Accordingly, we have determined that our Francihigeeements will continue to contribute to our célslws indefinitely and, therefore, he
indefinite lives.

As an indefinitelived intangible asset, franchise value is testedripairment at least annually, and more freqyehtvents or circumstanc
indicate the carrying value may exceed fair vallige impairment test for indefinitésed intangible assets requires the comparisoastimated fa
value to carrying value. An impairment charge ioreed to the extent the fair value is less thanctirrying value. We have the option to qualitayi
or quantitatively assess indefinite-lived intangitdssets for impairment. We evaluated our indefinied intangible assets using a quantite
assessment process. We have determined the ageopnit of accounting for testing franchise vdlueimpairment is on an individual store basis.

We test our franchise value for impairment on Oetob of each year. The quantitative assessment aisasltiperiod excess earnir
(“MPEE") model to estimate the fair value of our franchid®¥® have determined that only certain cash flowthefstore are directly attributable
franchise rights. Future cash flows are based oenté/ prepared operating forecasts and business ib estimate the future economic benefits
the store will generate. Operating forecasts ast flaws include estimated revenue growth ratesahacalculated based on managensefiarecaste
sales projections and on the U.S. Department obt,aBureau of Labor Statistics for historical comsu price index data. Additionally, we us
contributory asset charge to represent workingtagppersonal property and assembled workforcescdstdiscount rate is utilized to convert
forecasted cash flows to their present value edpmtaThe discount rate applied to the future démhs factors an equity market risk premium, si
stock risk premium, an average peer group betaarsk-free interest rate. See Note 5.

Goodwill

Goodwill represents the excess purchase price theeifair value of net assets acquired which is altmicable to separately identifial
intangible assets. Other identifiable intangibleeds, such as franchise rights, are separatelygnéczd if the intangible asset is obtained thrc
contractual or other legal right or if the intangilasset can be sold, transferred, licensed oraexygd.

Goodwill is not amortized but tested for impairmentleast annually, and more frequently if evemtgiccumstances indicate the carry
value of the reporting unit more likely than notegds fair value. We have the option to qualitifiee quantitatively assess goodwill for impairm
and in 2014 evaluated our goodwill using a quatingaassessment process. Goodwill is tested formimpent at the operating unit level. Our opere
units are individual retail automotive stores as th the level at which discrete financial infortina is available and for which operating resulte
regularly reviewed by our chief operating decisioaker to allocate resources and assess performance.
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We test our goodwill for impairment on October leaich year. We used an Adjusted Present Value ("ARMthod, a faivalue based te:
to indicate the fair value of our reporting unitder the APV method, future cash flows based cerdy prepared operating forecasts and bus
plans are used to estimate the future economicfiteigenerated by the reporting unit. Operatingéaists and cash flows include estimated re\
growth rates based on managemefdrecasted sales projections and on U.S. Depattaid_abor, Bureau of Labor Statistics for histaticonsume
price index data. A discount rate is utilized toeert the forecasted cash flows to their presehtevaquivalent representing the indicated fair gai
our reporting unit. The discount rate applied te firture cash flows factors an equity market risknium, small stock risk premium, an average
group beta and a ridkee interest rate. We compare the indicated faler of our reporting unit to our market capitati@a, including consideration
a control premium. The control premium represehts éstimated amount an investor would pay to obgasontrolling interest. We believe t
reconciliation is consistent with a market partéip perspective.

The quantitative impairment test of goodwill isveotstep process. The first step identifies potentigddirment by comparing the estime
fair value of a reporting unit with its book valuéthe fair value of the reporting unit exceede ttarrying amount, goodwill is not impaired and
second step is not necessary. If the carrying vakeeeds the fair value, the second step includesrdining the implied fair value in the same ma
as the amount of goodwill recognized in a busireesabination is determined. The implied fair valdegoodwill is then compared with the carry
amount of goodwill to determine if an impairmentdds necessary. See Note 5.

Equity-Method Investments

We own investments in certain partnerships whichaeeunt for under the equity method. These investsiare included as a componel
other noneurrent asstes in our Consolidated Balance Shéktsletermined that we lack certain characteristiatirect the operations of the busine
and, as a result, do not qualify to consolidateseh@vestments. Activity related to our equitgthod investments is recognized in our Consold
Statements of Operations as follows:

e the change in fair value is reflected as an dsggairment:

e our portion of the operating gains and lossaésdsided as a component of other income, net;
the amortization related to the discounted falue of future equity contributions is amortizedpthe life of the investments as ncast
interest expense; and

e tax benefits and credits are reflected as a comptoof income tax provision.

See Notes 12 and 18.

Periodically whenever events or circumstances atdithat the carrying amount of assets may be iegaive evaluate the equity investm
for indications of loss resulting from an otherrittemporary decline. If the equity investment ised@ined to be impaired, the amount by whick
investment basis exceeds the fair value of thesimvent is recognized as a charge to income frortiradng operations. See Note 18.

Advertising

We expense production and other costs of advegtainincurred as a component of selling, genedlaaministrative expense. Additiona
manufacturer cooperative advertising credits faalifying, specificallyidentified advertising expenditures are recogniasa reduction of advertisi
expense.

Advertising expense, net of manufacturer coopegasidvertising credits, was $46.7 million, $39.6liorl and $31.9 million for the yee
ended December 31, 2014, 2013 and 2012, respsctiManufacturer cooperative advertising credits ev8d6.3 million, $11.8 million and $¢
million for the years ended December 31, 2014, 20182012, respectively.

Contract Origination Costs

Contract origination commissions paid to our empks directly related to the sale of our sedfured lifetime lube, oil and filter serv
contracts are deferred and charged to expens®pogion to the associated revenue to be recognized
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Legal Costs
We are a party to numerous legal proceedings grisithe normal course of business. We accrue éaam legal costs, including attorr
fees and potential settlement claims related tmuaregal proceedings that are estimable and pteb&ee Note 7.

Stock-Based Compensation

Compensation costs associated with equity instrasnexchanged for employee and director servicesna@sured at the grant date, base
the fair value of the award, with estimated forfedts considered, and recognized as an expense atréight-line basis over the individusalequisit
service period (generally the vesting period ofeheity award). If there is a performangased element to the award, the expense is re@mbhiase
on the estimated attainment level, estimated torechieve the attainment level and/or the vesteripd. See Note 10.

We estimate the fair value of stock options ushmgBlackScholes valuation model. This valuation model takés account the exercise pr
of the award, as well as a variety of significasguamptions. We believe that the valuation technanotthe approach utilized to develop the undey
assumptions are appropriate in calculating theviaines of our stock options. Estimates of failuesire not intended to predict actual future ever
the value ultimately realized by persons who rezeiguity awards. The fair value of neaested stock awards is based on the intrinsic vauthe dat
of grant as if the stock award was vested.

Shares to be issued upon the exercise of stoctrapéind the vesting of stock awards will come friewly issued shares.

Income and Other Taxes

Income taxes are accounted for under the assefianitity method. Deferred tax assets and liakgbtiare recognized for the future
consequences attributable to differences betwefirthncial statement carrying amounts of exiséisgets and liabilities and their respective taxes
and operating loss and tax credit carryforwarddebed tax assets and liabilities are measuredgusiracted tax rates expected to apply to ta
income in the years in which those temporary diffiees are expected to be recovered or settledefféet on deferred tax assets and liabilities
change in tax rates is recognized in income inpwod that includes the enactment date. A valnaitowance, if needed, reduces deferred tax ¢
when it is more likely than not that some or altted deferred tax assets will not be realized.

When there are situations with uncertainty as étiming of the deduction, the amount of the deidactor the validity of the deduction,
adjust our financial statements to reflect onlysthadax positions that are more-likely-thaot- to be sustained. Positions that meet thisraiteare
measured using the largest benefit that is mone H046 likely to be realized. Interest and penaléiesrecorded as income tax provision in the p
incurred or accrued when related to an uncertaipteition. See Note 13.

We account for all taxes assessed by a governmautabrity that are directly imposed on a reveptmducing transaction (i.e., sales, |
value-added) on a net (excluded from revenues¥basi

Concentration of Risk and Uncertainties

We purchase substantially all of our new vehicled mventory from various manufacturers at the pilévg prices charged by auto maker
all franchised dealers. Our overall sales couldhiiEacted by the auto manufacturergbility or unwillingness to supply dealershipghwan adequa
supply of popular models.

We depend on our manufacturers to provide a supphlehicles which supports expected sales levelghé event that manufacturers
unable to supply the needed level of vehicles fioancial performance may be adversely impacted.

We depend on our manufacturers to deliver highityalefectfree vehicles. In the event that manufacturers ggpee future quality issue
our financial performance may be adversely impacted

F-12




We are subject to a concentration of risk in thengwf financial distress, including potential rgamization or bankruptcy, of a major veh
manufacturer. Our sales volume could be materidlyersely impacted by the manufacturers’ or distdts’ inability to supply the stores with
adequate supply of vehicles. We also receive ingenand rebates from our manufacturers, includagh allowances, financing programs, disco
holdbacks and other incentives. These incentivesemorded as accounts receivable in our ConsetidBalance Sheets until payment is received
financial condition could be materially adversefgpacted by the manufacturers’ or distributdrebility to continue to offer these incentives
rebates at substantially similar terms, or to payautstanding receivables.

We enter into Franchise Agreements with the manufars. The Franchise Agreements generally limat lidcation of the dealership ¢
provide the auto manufacturer approval rights asteainges in dealership management and ownership ailifte manufacturers are also entitle
terminate the Franchise Agreement if the dealeriship material breach of the terms. Our abilityetqpand operations depends, in part, on obta
consents of the manufacturers for the acquisiticedditional dealerships. See also “Goodwill” addnchise Value” above.

We have a credit facility with a syndicate of 16afncial institutions, including seven manufactuaffitiated finance companies. Severa
these financial institutions also provide mortgdigencing. This credit facility is the primary saar of floor plan financing for our new vehi
inventory and also provides used vehicle finan@nd a revolving line of credit. The term of theiliic extends through September 2019. At matu
our financial condition could be materially advdysenpacted if lenders are unable to provide crétit has typically been extended to us or witmg
unacceptable to us. Our financial condition couddrhaterially adversely impacted if these provideur losses in the future or undergo funt
limitations.

We anticipate continued organic growth and growtiough acquisitions. This growth will require adfiial credit which may be unavaila
or with terms unacceptable to us. If these evert®wo occur, we may not be able to borrow sufficfands to facilitate our growth.

Financial Instruments, Fair Value and Market Risks
The carrying amounts of cash equivalents, accogtgsivable, trade payables, accrued liabilities stmottterm borrowings approximate f
value because of the short-term nature and cumerket rates of these instruments.

Fair value estimates are made at a specific pnititrie, based on relevant market information abletfinancial instrument. These estim
are subjective in nature and involve uncertaingied matters of significant judgment and, therefoemnot be determined with precision. Chang
assumptions could significantly affect the estimatee Note 12.

We have variable rate floor plan notes payable,tgages and other credit line borrowings that subjecto market risk exposure.
December 31, 2014, we had $1.6 billion outstandingariable rate debt. These borrowings had inter@es ranging from 1.4% to 3.0p&r annur
An increase or decrease in the interest rates waftédt interest expense for the period accordingly

The fair value of londerm, fixed interest rate debt is subject to irdemate risk. Generally, the fair value of fixederest rate debt w
increase as interest rates fall because we cofitthnee for a lower rate. Conversely, the fair eadf fixed interest rate debt will decrease asres
rates rise. The interest rate changes affect tihevddue, but do not impact earnings or cash flow& monitor our fixed interest rate debt regul:
refinancing debt that is materially above marké&tsaf permitted. See Note 12.
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We are also subject to market risk from changirigrest rates. From time to time, we reduce our sxgto this market risk by entering i
interest rate swaps and designating the swapssasfloav hedges. We are generally exposed to coediépayment risk based on our relationship
the counterparty to the derivative financial instent. We minimize the credit or repayment risk am derivative instruments by entering i
transactions with institutions whose credit ratim@\a or higher. See Note 11.

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresptequires management to r
estimates and assumptions that affect the amoeptsted in the Consolidated Financial Statemendsrelated notes to financial statements. Che
in such estimates may affect amounts reportedturdiperiods.

Estimates are used in the calculation of certagemees maintained for charpacks on estimated cancellations of service cotstrdite,
accident and disability insurance policies; finafexs from customer financing contracts and unctliee accounts receivable.

We also use estimates in the calculation of varieMpenses, accruals and reserves, including aatéziplosses related to workers’
compensation insurance, anticipated losses refatesklf-insurance components of our property ansbialtly and medical insurance, sel§urec
lifetime lube, oil and filter service contractssdietionary employee bonuses, warranties provigiedeotain products and services, legal reserve
stock-based compensation. We also make certamagsts regarding the assessment of the recoveyatfilibng-lived assets, indefinitésed intangible
assets and deferred tax assets.

We offer a limited warranty on the sale of mosaileised vehicles. This warranty is based on méeagd time. We also offer a mileage
time based warranty on parts used in our servigairevork and on tire purchases. The cost that beaincurred for these warranties is estimatede
time the related revenue is recorded. A reservehfese warranty liabilities is estimated based mment sales levels, warranty experience rate!
estimated costs per claim. The annual activityréserve increases and claims are immaterial. ABecEmber 31, 2014 and 2013, the accrued wal
balance was $0.4 million and $0.5 million, respesj.

Fair Value of Assets Acquired and Liabilities Assuned
We estimate the fair value of the assets acquiret liabilities assumed in a business combinationgusarious assumptions. The
significant assumptions used relate to determittiegfair value of property and equipment and intialegiranchise rights.

We estimate the fair value of property and equipniesed on a market valuation approach. We useggaad other relevant informat
generated primarily by recent market transactiomslving similar or comparable assets, as wellurshistorical experience in divestitures, acquisis
and real estate transactions. Additionally, we mag a cost valuation approach to value lbwgd assets when a market valuation approa
unavailable. Under this approach, we determinecti to replace the service capacity of an asd@isted for physical and economic obsolesce
When available, we use valuation inputs from indejemt valuation experts, such as real estate agpsaand brokers, to corroborate our estimal
fair value.

We use an MPEE model to determine the fair valuatahgible franchise rights as discussed aboveutitanchise Value.”
We use a relief-frommeyalty method to determine the fair value of ad&raname. Future cost saving associated with ownather tha
licensing, a trade name is estimated based onaltyapte and managemesntorecasted sales projections. The discount ggiteal to the future co

savings factors an equity market risk premium, $statk risk premium, an average peer group betskdree interest rate and a premium for fore
risk.
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Revenue Recognition

Revenue from the sale of a vehicle is recognizednaén contract is signed by the customer, finanbiag been arranged or collectabilit
reasonably assured and the delivery of the vekictee customer is madé/e do not allow the return of new or used vehickegept where mandal
by state law.

Revenue from parts and service is recognized uptinedy of the parts or service to the customer. M¥ew for customer returns on sale:
our parts inventory up to 30 days after the salest\ybarts returns generally occur within one to weeks from the time of sale, and are not signitfic

Finance fees earned for notes placed with finanegitutions in connection with customer vehidieahcing are recognized, net of estimi
charge-backs, as finance and insurance revenueageeptance of the credit by the financial ingtitutand recognition of the sale of the vehicle.

Insurance income from third party insurance comgmfor commissions earned on credit life, accidewt disability insurance policies solc
connection with the sale of a vehicle are recoghiret of anticipated cancellations, as finance inadrance revenue upon execution of the insul
contract and recognition of the sale of the vehicle

Commissions from third party service contractsramgnized, net of anticipated cancellations, manfte and insurance revenue upon s
the contracts and recognition of the sale of thkicle. We also participate in future underwritingofit, pursuant to retrospective commiss
arrangements, which is recognized in income aseéarn

Revenue related to setisured lifetime lube, oil and filter service caatts is deferred and recognized based on expegtert fclaims fc
service. The expected future claims experienceatuated periodically to ensure it remains appiprgiven actual claims history.

Segment Reporting
While we have determined that each individual sier@n operating segment, we have aggregated @watipy segments into three reporti
segments based on their economic similarities: Bicydmport and Luxury.

Our Domestic segment is comprised of retail autdradtanchises that sell new vehicles manufactime€hrysler, General Motors and Fc
Our Import segment is comprised of retail auton®franchises that sell new vehicles manufacturgdaily by Honda, Toyota, Subaru, Nissan
Volkswagen. Our Luxury segment is comprised ofiret@omotive franchises that sell new vehicles oiaotured primarily by BMW, Mercedd3en:
and Lexus. The franchises in each segment alsosadl vehicles, parts and automotive servicesaataimotive finance and insurance products.

Corporate and other is comprised of our stalmhe collision center; unallocated corporate ogachexpenses, such as corporate pers
costs, certain interest expense and depreciatiparse, and retrospective commissions for certasnfie and insurance transactions that we ar
under agreements with third parties.

We define our chief operating decision maker (“CODNb be certain members of our executive managenrenipg In the current year, \
re-evaluated our approach for determining our dpeyasegements. Historical and forecasted operaltipaerformance is evaluated on a storestoyre
basis and on a consolidated basis by the CODM. @fwel the operating results of the segments dirdetim our internal management repori
system. The accounting policies used to derive segmesults are substantially the same as those toseletermine our consolidated resi
Management measures the performance of each ogpisggment based on several metrics, includingirggsrfrom operations. Management
these results, in part, to evaluate the performaficand to allocate resources to, each of theatiper segments.
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(2) Accounts Receivable

Accounts receivable consisted of the followingtfiousands):

December 31, 2014 2013
Contracts in transit $ 162,78 $ 85,27:
Trade receivables 37,19¢ 23,15«
Vehicle receivables 34,87¢ 23,60¢
Manufacturer receivables 56,00¢ 31,66:
Auto loan receivables 25,42¢ 11,43¢
Other receivables 4,554 5,622
320,84: 180,75
Less: Allowances (3,130 (54¢)
Less: Long-term portion of accounts receivable, net (22,337) (9,689
Total accounts receivable, net $ 295,37¢ $ 170,51¢

Accounts receivable classifications include théofeing:

e Contracts in transit are receivables from variarslers for the financing of vehicles that we havarged on behalf of the customer
are typically received within five to ten days eflgg a vehicle.

e Trade receivables are comprised of amounts due &wustomers, lenders for the commissions earnednamding and third parties 1
commissions earned on service contracts and inseiamoducts.

e Vehicle receivables represent receivables foptiréion of the vehicle sales price paid directyytbe customer.
Manufacturer receivables represent amounts dune fnanufacturers, including holdbacks, rebategrtices and warranty claims.
Auto loan receivables include amounts due frostamers related to retail sales of vehicles antairefinance and insurance products.

Interest income on auto loan receivables is reaaghbased on the contractual terms of each loatsaaatrued until repayment, chargi-or
repossession. Direct costs associated with logginations are capitalized and expensed as an dffdaterest income is recognized on the loans
other receivables are recorded at invoice and tbear interest until they are 60 days past due.

The allowance for doubtful accounts is estimatesedaon our historical writeff experience and is reviewed monthly. Considerais givel
to recent delinquency trends and recovery ratesovut balances are charged against the allowateeadf appropriate means of collection have |
exhausted and the potential for recovery is comsileemote. The annual activity for charges andgegbent recoveries is immaterial.

The long-term portion of accounts receivable watuitled as a component of other non-current asséiteiConsolidated Balance Sheets.

3) Inventories

The components of inventories consisted of thefalhg (in thousands):

December 31, 2014 2013

New vehicles $ 958,87t $ 657,04

Used vehicles 240,90¢ 167,81«

Parts and accessories 49,87t 34,16:
Total inventories $ 1,249,65' $ 859,01

The new vehicle inventory cost is generally redulsgdnanufacturer holdbacks and incentives, whiterelated floor plan notes payable
reflective of the gross cost of the vehicle. AdDefcember 31, 2014 and 2013, the carrying valuenadritory had been reduced by $12.3 million
$6.0 million, respectively, for assistance receifredh manufacturers as discussed in Note 1.
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(4)

Property and Equipment

Property and equipment consisted of the followinglfousands):

December 31, 2014 2013
Land $ 263,32¢ $ 146,12t
Building and improvements 475,14¢ 316,26:
Service equipment 60,64+ 42,98(
Furniture, office equipment, signs and fixtures 100,16 73,56¢
899,28: 578,93.
Less accumulated depreciation (117,679 (106,87))
781,60! 472,06:
Construction in progress 35,14( 9,151
$ 816,74 $ 481,21.

Long-Lived Asset Impairment Charges
In 2012, triggering events were determined to has@urred related to certain properties due to chainy the expected future use. As a r

of these events, we tested certain Itingd assets for recovery. Based on these testseegeded an asset impairment charge of $0.1 milha2012 ir
our Consolidated Statement of Operations. We didetnrd asset impairment charges associated wittoag-lived assets in 2014 and 2013.

©)

(6)

Goodwill and Franchise Value

The following is a roll-forward of goodwill (in thesands):

Domestic Import Luxury Consolidated
Balance as of December 31, 2019 $ 16,13: $ 8,71t $ 7,200 $ 32,047
Additions through acquisitions 6,41¢ 8,08z 2,96¢ 17,46¢
Balance as of December 31, 201(3 22,54¢ 16,79: 10,16¢ 49,511
Additions through acquisitions 68,46 62,80¢ 18,59 149,86
Balance as of December 31, 2014 $ 91,01: $ 79,60. $ 28,76: $ 199,37!

(1) Net of accumulated impairment losses of $299.3ienilfecorded during the year ended December 318.
The following is a roll-forward of franchise val(iea thousands):

Franchise Value

Balance as of December 31, 201 2 $ 62,42¢
Additions through acquisitions 8,77(
Balance as of December 31, 201 3 71,19¢
Additions through acquisitions 80,23:
Transfers to assets held for s (540
Balance as of December 31, 201 4 $ 150,89:.

Credit Facilities and Long-Term Deb

Below is a summary of our outstanding balancesreditfacilities and long-term debt (in thousands):

December 31, 2014 2013

New vehicle floor plan commitme @) (2) $ 1,137,63. $ 695,06t
Floor plan notes payab(® 41,047 18,78
Total floor plan debt 1,178,67! 713,85!
Used vehicle inventory financing facility 134,00( 85,00(
Revolving lines of credit 134,76¢ -
Real estate mortgages 334,44 164,82
Other debt 37,76¢ 2,727
Total debt $ 1,819,65 $ 966,40

(1) As of December 31, 2014 and 2013, we had a newcheefioor plan commitment of $1.25 billion and $7@0lion, respectively, as p¢
of our credit facility.
(2) At December 31, 2014 and 2013, we had an additidh&l and $4.8 million of floor plan notes payabigstanding, respectively, on «



new vehicle floor plan commitment recorded as ligbielated to assets held for sale. Additionally,December 31, 2013, we had ¢
million of floor plan notes payable on vehiclesideated as service loaners recorded as liabiligkged to assets held for sale.
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Credit Facility

On October 1, 2014, we completed a $1.7 billioroheing syndicated credit facility. This syndicatedit facility is comprised of 16 financ
institutions, including seven manufactuedfiliated finance companies. Our credit facilityopides for up to $1.25 billion in new vehicle imtery floot
plan financing, up to $150 million in used vehiglwentory floor plan financing and a maximum of $3@illion in revolving financing for genel
corporate purposes, including acquisitions and wgrkapital. This credit facility may be expanded$tl.85 billion total availability, subject to legr
approval.

We may request a reallocation of any unused podfayur credit facility provided that the used vagiinventory floor plan commitment dc
not exceed $250 million, the revolving financingronitment does not exceed $300 million, and the sfithose commitments plus the new vet
inventory floor plan financing commitment does eateed the total aggregate financing commitmeritbéirowings from, and repayments to,
lending group are presented in the Consolidatet®ents of Cash Flows as financing activities.

The new vehicle floor plan commitment is collatemedl by our new vehicle inventory. Our used vehicleentory financing facility i
collateralized by our used vehicle inventory thas lbeen in stock for less than 180 days. Our réwplime of credit is secured by our outstant
receivables related to vehicle sales, unencumberkidle inventory, other eligible receivables, pamd accessories and equipment.

We have the ability to deposit up to $50 millionciash in Principal Reduction “PRitcounts associated with our new vehicle inventiogr
plan commitment. The PR accounts are recognizeaffastting credits against outstanding amounts wnrmew vehicle floor plan commitment ¢
would reduce interest expense associated with dkgtamding principal balance. As of December 31L42@ve did not have any amounts deposite
our PR accounts.

If the outstanding principal balance on our newielehinventory floor plan commitment, plus requestsany day, exceeds 95% of the |
commitment, a portion of the revolving line of citechust be reserved. The reserve amount is equtleidesser of $15.0 million or the maxim
revolving line of credit commitment less the outstiag balance on the line less outstanding letérsredit. The reserve amount will decrease
revolving line of credit availability and may beeasto repay the new vehicle floor plan commitmeaiabce.

The interest rate on the credit facility variesdzhen the type of debt, with the rate of anenth LIBOR plus 1.25% for new vehicle floor p
financing, onemonth LIBOR plus 1.50% for used vehicle floor pfamancing; and a variable interest rate on the Ikgmg financing ranging from tt
onemonth LIBOR plus 1.25% to 2.50%, depending on awetage ratio. The annual interest rate associatdd our new vehicle floor ple
commitment, excluding the effects of our interegerswaps, was 1.4% at December 31, 2014. The bintergst rate associated with our used ve
inventory financing facility and our revolving liref credit was 1.7% and 2.2%, respectively, at Deper 31, 2014.

Under the terms of our credit facility we are subj® financial covenants and restrictive covendmas limit or restrict our incurring additior
indebtedness, making investments, selling or acguassets and granting security interests in ssets.
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Under our credit facility, we are required to maintthe ratios detailed in the following table:

As of December 31

Debt Covenant Ratio Requirement 2014
Current ratio Not less than 1.20 tc 1.16to0:
Fixed charge coverage ratio Not less than 1.20 tc 3.30to:
Leverage ratio Not more than 5.00 ta 221to:
Funded debt restriction (millions) Not to exceed $6( $374.(

As of December 31, 2014, we were not in compliamitk the current ratio covenant as required undercoedit facility. In February 2015, \
requested and received a waiver from our lendasgfor the covenant as of December 31, 2014, arehdad the agreement to reduce the coven
1.10 to 1 for the first quarter of 2015 and beyonk expect to remain in compliance with the finaheind restrictive covenants in our credit fac
and other debt agreements. However, no assuraaceBecprovided that we will continue to remain @mpliance with the financial and restrict
covenants.

If we do not meet the financial and restrictive eoants and are unable to remediate or cure thetmndr obtain a waiver from our lender:
breach would give rise to remedies under the ageeenthe most severe of which is the terminatiothefagreement and acceleration of the am:
owed. A breach would also trigger cross-defaulgenother debt agreements.

Floor Plan Notes Payable

We have floor plan agreements with manufactaféhated finance companies for vehicles that designated for use as service loaners.
interest rates on these floor plan notes payabhendtments vary by manufacturer and are variablestaft December 31, 2014, $41.0 million
outstanding on these agreements at interest rategg from 2.4% to 3.0%. Borrowings from, and repemts to, manufactureffiliated financ
companies are classified as operating activitighénConsolidated Statements of Cash Flows.

Real Estate Mortgages and Other Debt

We have mortgages associated with our owned réatieednterest rates related to this debt rangeh ft.7%to 5.0% at December 31, 20
The mortgages are payable in various installmemtsugh October 2034. As of December 31, 2014, we fireed interest rates on 66% of
outstanding mortgage debt.

Our other debt includes capital leases, selleoges and our equity contribution obligations akged with the new markets tax credit eq
investment. The interest rates associated withother debt ranged from 2.086 9.4% at December 31, 2014. This debt, whicHedt&37.8 million ¢
December 31, 2014, is due in various installmemsugh May 2019.

Future Principal Payments
The schedule of future principal payments on legmgatdebt as of December 31, 2014 was as followth@insands):

Year Ending December 31,

2015 $ 31,91:
2016 70,62(
2017 11,69:
2018 30,08:
2019 308,63t
Thereafter 188,03t
Total principal payments $ 640,97¢
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@) Commitments and Contingencies

Leases

We lease certain facilities under noancelable operating and capital leases. Thesedeagire at various dates through 2066. Certaisk
commitments contain fixed payment increases atqteethined intervals over the life of the lease, lvluther lease commitments are subje:
escalation clauses of an amount equal to the isergathe cost of living based on the “ConsumecePhndex - U.S. Cities AverageAdl Items for all
Urban Consumergjublished by the U.S. Department of Labor, or sstatially equivalent regional index. Lease expartsed to operating lease
recognized on a straight-line basis over the lifthe lease.

The minimum lease payments under our operatingcapial leases after December 31, 2014 are asw®l{m thousands):

Year Ending December 31,

2015 $ 24,62
2016 23,48¢
2017 21,31(
2018 19,10¢
2019 19,23:
Thereafter 91,14¢
Total minimum lease payments 198,90:
Less: sublease rentals (10,71Y

$ 188,18t

Rent expense, net of sublease income, for all tipgreeases was $17.2 million, $14.0 million and®1million for the years ended Decen
31, 2014, 2013 and 2012, respectively. These ammaustincluded as a component of selling, geneclaaministrative expenses in our Consolid
Statements of Operations.

In connection with dispositions of dealerships, @eeasionally assign or sublet our interests in @&} property leases associated with !
dealerships to the purchaser. We often retain resbitity for the performance of certain obligatfounder such leases to the extent that the assiy
sublessee does not perform. Additionally, we mayai@ subject to the terms of any guarantees and bawelating indemnification rights against
assignee or sublessee in the event of peniermance, as well as certain other defensesm@iealso be called upon to perform other obligationde
these leases, such as environmental remediatitihregiremises or repairs upon termination of thede®Ve currently have no reason to believe thi
will be called upon to perform any such servicesyéver, there can be no assurance that any fuarfermance required by us under these lease
not have a material adverse effect on our finaremabition or results of operations.

Certain of our facilities where a lease obligatititl exists have been vacated for business reasorbese instances, we make efforts to
qualified tenants to sublease the facilities arshiae financial responsibility. However, due to $specific nature and size of our dealership faesi
tenants are not always available or the amounintsrere willing to pay does not recover the fudide obligation. When an exposure exists relat
vacating certain leases, liabilities are accruegttiect our estimate of future lease obligatioret, of estimated sublease income.

Capital Expenditures
Capital expenditures were $86.0 million, $50.0 imilland $64.6 million for 2014, 2013 and 2012, extjpely. Capital expenditures in 2(
were associated with image improvements, purchafsetere facilities, purchases of previously leafilities and replacement of equipment.

Many manufacturers provide assistance in the fofraddlitional vehicle incentives if facilities meitage standards and requirements.

believe it is an attractive time to invest in fagilupgrades and remodels that will generate awottiti manufacturer incentive payments. Also, taxs
allowing accelerated deductions for capital expemeds reduce the overall investment needed anduesge accelerated project timelines.

F-20




If we undertake a significant capital commitmenthe future, we expect to pay for the commitmentajlexisting cash balances, construc
financing and borrowings on our credit facility. &fpcompletion of the projects, we believe we wdude the ability to secure lorigrm financing
and general borrowings from third party lenders7 to 90% of the amounts expended, although srasces can be provided that these finan
will be available to us in sufficient amounts ortenms acceptable to us.

Charge-Backs for Various Contracts

We have recorded a liability of $26.8 million asd&cember 31, 2014 for our estimated contractubdations related to potential charge-
backs for vehicle service contracts, lifetime dibnge contracts and other various insurance castthat are terminated early by the customer
estimate that the charge-backs will be paid odblews (in thousands):

Year Ending December 31,

2015 $ 15,23:
2016 7,57¢
2017 2,907
2018 82¢
2019 197
Thereafter 22
Total $ 26,76:

Lifetime L ube, O il and F ilter Contracts

We retain the obligation for lifetime lube, oil afitter service contracts sold to our customers assumed the liability of certain exist
lifetime lube, oil and filter contracts. These amtsuare recorded as deferred revenues. At thedfraale, we defer the full sale price and recogttie
revenue based on the rate we expect future coste timcurred. As of December 31, 2014, we had arded revenue balance of $63.4 mil
associated with these contracts and estimate fieerelé revenue will be recognized as follows (iaukands):

Year Ending December 31,

2015 $ 13,06¢
2016 10,19:
2017 8,11¢
2018 6,73(
2019 5,61(
Thereafter 19,63°
Total $ 63,35:

The current portion of this deferred revenue baddaaecorded as a component of accrued liabilitiesir Consolidated Balance Sheets.

We periodically evaluate the estimated future costthese assumed contracts and record a chafgaig expected claim and cancella
costs exceed the deferred revenue to be recogmzedf December 31, 2014, we had a reserve balah&8.4 million recorded as a componen
accrued liabilities and other lorigrm liabilities in our Consolidated Balance She&tse charges associated with this reserve wemgrézed in 201
and earlier.

Self-insurance Programs

We self-insure a portion of our property and cagualsurance, vehicle open lot coverage, medicaliiance and workerg€ompensatic
insurance. Third-parties are engaged to assisstimating the loss exposure related to the iHined portion of the risk associated with tl
insurances. Additionally, we analyze our historitds and claims experience to estimate the lopssKe associated with these programs. /
December 31, 2014 and 2013, we had liabilities @ssed with these programs of $23.2 million and .®1hillion, respectively, recorded a:
component of accrued liabilities and other longrtdéiabilities in our Consolidated Balance Sheets.
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Litigation

We are party to numerous legal proceedings arisiige normal course of our business. Although wendt anticipate that the resolutior
legal proceedings arising in the normal courseusirtess will have a material adverse effect onbmsiness, results of operations, financial cond
or cash flows, we cannot predict this with certaint

(8) Stockholders’ Equity

Class A and Class B Common Stock

The shares of Class A common stock are not comeritito any other series or class of our securitttach share of Class B common st
however, is freely convertible into one share cgSIA common stock at the option of the holdehef@lass B common stock. All shares of Cla
common stock shall automatically convert to shafeSlass A common stock (on a share4biare basis, subject to adjustment) on the earkestr
date for an annual meeting of our stockholders bitlwvthe number of shares of Class B common statstanding is less than 1% of the total nur
of shares of common stock outstanding. Shares agS® common stock may not be transferred to tharties, except for transfers to certain fa
members and in other limited circumstances.

Holders of Class A common stock are entitled towote for each share held of record and holde@lass B common stock are entitled to
votes for each share held of record. The Classmneon stock and Class B common stock vote together single class on all matters submitte
shareholders.

Repurchases of Class A Common Stock

In August 2011, our Board of Directors authorizbd tepurchase of up to 2,000,000 shares of ous@asommon stock and, on July
2012, our Board of Directors authorized the repasehof 1,000,000 additional shares of our Classmnoon stockThrough December 31, 2014,
had purchased 1,499,776 shares under this program average price of $31.19 per share. As of Deeer81, 2014, 1,500,224 shares reme
available for purchase pursuant to this programese plans do not have an expiration date and ayecontinue to repurchase shares from time to
as conditions warrant.

The following is a summary of our repurchases eybars ended December 31, 2014, 2013 and 2012.

Year Ended December 31, 2014 2013 2012

Shares repurchasé€d 226,72¢ 127,90( 848,09
Total purchase price (in thousands) $ 15,99( $ 521: $ 20,69¢
Average purchase price per share $ 705z $ 40.7¢ $ 24.41

(1) Includes only shares repurchased under repurchase. p\n additional 106,772, 59,721 and 80,687eshatere repurchased in associe
with tax withholdings on the exercise of stock op§ in 2014, 2013 and 2012, respectively.
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Dividends
For the period January 1, 2012 through Decembef314, we declared and paid dividends on our CAaasd Class B Common Stock
follows:

Dividend amount Total amount of

per Class A and dividend

Quarter declared Class B share (in thousands)
201 2

First quarter $ 0.07 $ 1,81¢
Second quarter 0.1C 2,58:
Third quarter 0.1C 2,54¢
Fourth quartef?) 0.2C 5,12z
201 3

First quarter $ - $ =
Second quarter 0.1: 3,35¢
Third quarter 0.1% 3,36¢
Fourth quarter 0.1: 3,36¢
201 4

First quarter $ 0.1: $ 3,37¢
Second quarter 0.1€ 4,17¢
Third quarter 0.1€ 4,174
Fourth quarter 0.1€ 4,19¢

(1) In November 2012, we paid dividends of $2.5 millitvat had been declared in October 2012. An additidividend payment of $z
million was declared and paid in December 2012ein tf the dividend typically declared and paidarch of the following year.

Reclassification From Accumulated Other ComprehewnsiLoss
The reclassification from accumulated other compnaive loss was as follows (in thousands):

Affected Line Iltem
in the Consolidated

Year Ended December 31, 2014 2013 201 2 Statement of Operations
Loss on cash flow hedges $ (48¢) $ (740 $ (1,417) Floor plan interest expense
Income tax benefits 187 288 541 Income tax provision

Loss on cash flow hedges, net $ (301) $ (457) $ (872)

See Note 11 for more details regarding our dereatontracts.
(9) 401(k) Profit Sharing , Deferred Cmpensation and Long-Term Incentive Plan s

We have a defined contribution 401(k) plan andttoovering substantially all fulime employees. The annual contribution to the fdaa
the discretion of our Board of Directors. Contribat of $3.2 million, $2.1 million and $1.9 milliomere recognized for the years ended Decemb:
2014, 2013 and 2012, respectively. Employees mafribate to the plan if they meet certain eligityilfequirements.

We offer a deferred compensation and long-termritice plan (the “LTIP")to provide certain employees the ability to accuateiassets f
retirement on a tax deferred basis. We may mal@eatisnary contributions to the LTIP. Discretionagntributions vest between one and seven
based on the employeeage and position. Additionally, a participant ntfer a portion of his or her compensation anéivecthe deferred amot
upon certain events, including termination or etient.

The following is a summary related to our LTIP:

Year Ended December 31, 2014 2013 2012
Compensation expense (in millions) 1.6 1.4 1.2
Total discretionary contribution (in millions) 2.4 2.1 1.¢
Guaranteed annual return 5.25% 5.25% 5.9%
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As of December 31, 2014, the balance due to ppatits was $14.2 million and was included as a compoof other londerm liabilities ir
the Consolidated Balance Sheets.

(10) Stock-Based Compensation

2009 Employee Stock Purchase Plan

The 2009 Employee Stock Purchase Plan (the “200@PESallows for the issuance of 1,500,000 shares ofGlass A common stock. T
2009 ESPP is intended to qualify as an “EmployeelSPurchase Planinder Section 423 of the Internal Revenue Code9861las amended, anc
administered by the Compensation Committee of thar® of Directors.

Eligible employees are entitled to defer up to 1@Réheir base pay for the purchase of stock, U2 000 of fair market value of our Clas
common stock annually. The purchase price is egu8b% of the fair market value at the end of tbechase period. During 2014, a total of 64,
shares were purchased under the 2009 ESPP at htecciaverage price of $67.56 per share, which septed a weighted average discount fron
fair market value of $11.92 per share. As of Decen®i, 2014, 539,471 shares remained availablpuiahase under the 2009 ESPP.

Compensation expense related to our 2009 ESPRidatad based on the 15% discount from the penestmarket price on the date of grant.

2013 Stock Incentive Plan

Our 2013 Stock Incentive Plan, as amended, (th&@3Zlan”)allows for stock appreciation rights, qualifiedct@ptions and for the granti
of up to a total of 3.8 million nonqualified stooktions and shares of restricted stock to our effickey employees, directors and consultants p@u
is administered by the Compensation Committee®Bbard of Directors and permits accelerated vgsifroutstanding awards upon the occurren
certain changes in control. As of December 31, 201804,410shares of Class A common stock were availableuturé grants. As of December
2014, there were no stock appreciation rights,ifigdlstock options or shares of restricted stogtstanding.

Restricted Stock Units (“RSUs”)
RSU grants vest over a period up to four years fitoendate of grant. RSU activity under our stodeimtive plans was as follows:

Non-vested Weighted average
stock units grant date fair
value

Balance, December 31, 2013 677,35¢ $ 25.1(
Granted 84,95¢ 68.9¢
Vested (288,04 45.2(
Forfeited (9,517 35.01
Balance, December 31, 2014 464,75t ¢ 36.3¢

We granted 51,343 timeesting RSUs to members of our Board of Directord amployees in 2014. Each grant entitles the hatdesceiv:
shares of our Class A common stock upon vestinguérter of the RSUs vest on each of the four amsarees of the grant date for employees
vests quarterly for our Board of Directors, ovegittservice period.

Certain key employees were granted 33,612 perfocmand time-vesting RSUs in 2014. The maximum tdeyel was attained and 100% of
the shares were earned and will vest over thecpeériod.

Stock Options

Stock options become exercisable over a periogdbdive years from the date of grant with expoatdates up to ten years from the da
grant and at exercise prices of not less than madee, as determined by the Board of DirectomsgiBning in 2004, the expiration date of opti
granted was reduced to six years.
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Option activity under our stock incentive plans vaadollows:

Weighted a
verage
Shares s Weighted a Aggregate remaining
ubject verage intrinsic value contractual
to o ptions e xercise price (millions) term (years)
Balance, December 31, 2013 58,88 $ 6.5 $ 3.7 0.7
Granted -
Forfeited -
Expired -
Exercised (52,050 6.5(C
Balance, December 31, 2014 6,83¢ ¢ 6.7¢ $ 0.5 0.€
Exercisable, December 31, 2014 6,83¢ ¢ 6.7¢ $ 0.5 0.8

Stock-Based Compensation
As of December 31, 2014, unrecognized stbaked compensation related to outstanding, butstedestock options and RSUs was
million, which will be recognized over the remaigiweighted average vesting period of 1.5 years.

Certain information regarding our stock-based campéon was as follows:

Year Ended December 31, 2014 2013 2012
Per share intrinsic value of non-vested stock gant $ 68.9¢ $ 43.1: 3 23.8:
Weighted average per share discount for compemsatipense recognized unde

the 2009 ESPP 11.9: 8.81 4.2¢
Total intrinsic value of stock options exercisedlfons) 3.1 8.7 7.2
Fair value of non-vested stock that vested dutiregpieriod (millions) 18.¢ 8.4 3.t

Stock-based compensation recognized in resultpafations, as a component o
selling, general and administrative expense - @edicompensation expense

related to an option granted to one of our exeestiymillions) 7.4 6.€ 3.1
Tax benefit recognized in Consolidated Statemeh@perations (millions) 2.€ 2.3 1.C
Cash received from options exercised and sharebased under all share-base

arrangements (millions) 4.9 5.2 8.8
Tax deduction realized related to stock options@sged (millions) 8.4 6.5 4.1
11) Derivative Financial Instruments

From time to time, we enter into interest rate ssvipfix a portion of our interest expense. We dbenter into derivative instruments for
purpose other than to manage interest rate expdsuitactuations in the onmonth LIBOR benchmark. That is, we do not engagénterest rat
speculation using derivative instruments.

As of December 31, 2014, we had a $25 million egérate swap outstanding with U.S. Bank Dealer @erial Services. This interest r
swap matures on June 15, 2016 and has a fixe@f&&87% per annum. The variable rate on the ésterate swap is the omeenth LIBOR rate. A
December 31, 2014, the one-month LIBOR rate wag.fer annum, as reported in the Wall Street Jburna

Typically, we designate all interest rate swapsash flow hedges and, accordingly, we record tlagé in fair value for the effective port
of these interest rate swaps in comprehensive ira@ther than net income until the underlying heldgensaction affects net income. If a swap i
longer designated as a cash flow hedge and thedsted transaction remains probable or reasonaslyilpie of occurring, the gain or loss recorde
accumulated other comprehensive loss is recogriizédcome as the forecasted transaction occurthelfforecasted transaction is probable of
occurring, the gain or loss recorded in accumulatédr comprehensive loss is recognized in inconreediately. See Note 12.

The estimated amount that we expect to reclassify faccumulated other comprehensive loss to netiecwithin the next twelve months
$1.1 million at December 31, 2014.

F-25




At December 31, 2014 and 2013, the fair value afdmrivative instruments was included in our Coiutied Balance Sheets as follows
thousands):

Balance Sheet Information Fair Value of Liability Derivatives
Derivatives Designated as Hedging Instruments Location in Balance Sheet December 31 201
4
Interest Rate Swap Contract Accrued liabilities $ 1,19¢
Other long-term liabilities 55€
$ 1,75(
Balance Sheet Information Fair Value of Liability Derivatives
Location in Balance Sheet December 31, 201
Derivatives Designated as Hedging Instruments 3
Interest Rate Swap Contract Accrued liabilities $ 1,21¢
Other long-term liabilities 1,68¢
$ 2,90(

The effect of derivative instruments in our Condated Statements of Operations for the years eBdedmber 31, 2014, 2013 and 2012
as follows (in thousands):

Amount of loss
recognized in

Location of loss Income on
recognized in Income derivative
Amount of gainr  Location oflossr  Amount of | oss r on derivative (ineffective
ecognized in eclassified from A eclassified from (ineffective portion portion and
Accumulated OCI ccumulated OCI Accumulated OCI  and amount excluded amount excluded
Derivatives in Cash Flow (e ffective p into Income (e into Income (e from effectiveness  from effectiveness
Hedging Relationships ortion) ffective p ortion) ffective p ortion ) testing) testing)
For the Year Ended December Floor plan Floor plan
31,2014
Interest rate swap contract $ 50 Interest expense $ (48¢) Interest expense  $ (732
For the Year Ended December Floor plan Floor plan
31,2013
Interest rate swap contracts $ 1,00t Interest expense $ (740) Interest expense  $ (1,23%)
For the Year Ended December Floor plan Floor plan
31,2012
Interest rate swap contracts $ 1,65t Interest expense $ (1,417 Interest expense  $ (2,900
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12) Fair Value Measurements
Factors used in determining the fair value of auaricial assets and liabilities are summarized timtee broad categories:

e Level 1 — quoted prices in active markets fontttsl securities;
Level 2 —other significant observable inputs, including eubprices for similar securities, interest ratesppyment spreads, credit ri
and

e Level 3 — significant unobservable inputs, inghgdour own assumptions in determining fair value.

The inputs or methodology used for valuing finahaigsets and liabilities are not necessarily arcatibn of the risk associated with invest
in them.

We use the income approach to determine the fdirevaf our interest rate swap using observable L@vearket expectations at ei
measurement date and an income approach to coes@mated future cash flows to a single presentieva&lmount (discounted) assuming
participants are motivated, but not compelled,rémdact. Level 2 inputs for the swap valuation largted to quoted prices for similar asset:
liabilities in active markets (specifically futuresntracts on LIBOR for the first two years) anguts other than quoted prices that are observalk
the asset or liability (specifically LIBOR cash asdap rates and credit risk at commonly quotednmate). Mid-market pricing is used as a pract
expedient for fair value measurements. Key inpatduding the cash rates for very short term boings, futures rates for up to two years and LIE
swap rates beyond the derivative maturity, are tisguedict future reset rates to discount thoseréucash flows to present value at the measure
date.

Inputs are collected from Bloomberg on the lastketday of the period. The same methodology is tseftermine the rate used to disct
the future cash flows. The valuation of the intenege swap also takes into consideration our camwell as the counterparty’s, risk of non-
performance under the contract.

We estimate the value of our equity-method investntleat is recorded at fair value on a mecurring basis based on a market valu:
approach. We use prices and other relevant infeomafenerated primarily by recent market transastimvolving similar or comparable assets
these valuations contain unobservable inputs, a&sifled the measurement of fair value of our gguiethod investment as Level 3.

There were no changes to our valuation techniquesgithe year ended December 31, 2014.

Assets and Liabilities Measured at Fair Value
Following are the disclosures related to our asmeds(liabilities) that are measured at fair vginghousands):

Fair Value at December 31, 2014 Level 1 Level 2 Level 3
Measured on a recurring basis:

Derivative contract, net $ - $ 1,750 $ -
Measured on a non- recurring basis:

Equity-method investment $ - % - % 33,28:
Fair Value at December 31, 2013 Level 1 Level 2 Level 3
Measured on a recurring basis:

Derivative contract, net $ - $ (2,900 $ -

We did not have any assets measured at fair valwgerecurring or non-recurring basis at Decembef813.
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Based on operating losses recognized by the emetiod investment, we determined that an impairnoémur investment had occurr
Accordingly, we performed a fair value calculatifmm this investment and determined that a $1.9ionlimpairment was required to be recorde
asset impairments in our Consolidated Statemen@pefations. See Note 18.

See Note 11 for more details regarding our dereatontracts.

Fair Value Disclosures for Financial Assets and Lidlities

We have fixed rate debt and calculate the estinfaiedalue of our fixed rate debt using a discaantash flow methodology. Using estim:
current interest rates based on a similar riskilerahd duration (Level 2), the fixed cash flows discounted and summed to compute the fair v
the debt. As of December 31, 2014, this debt hatiritg dates between November 2016 and October .2833ummary of the aggregate carry
values and fair values of our long-term fixed iesdrate debt is as follows (in thousands):

December 31, 2014 2013
Carrying value $ 257,78( $ 132,61¢
Fair value 270,78: 126,78t

We believe the carrying value of our variable i@gbt approximates fair value.
(13) Income Taxes

Income Tax Provision
Income tax provision from continuing operations wagollows (in thousands):

Year Ended December 31, 2014 2013 2012
Current:
Federal $ 56,34: $ 46,727 $ 31,43¢
State 7,94¢ 5,53¢ 3,62¢
64,28¢ 52,26¢ 35,06¢
Deferred:
Federal 10,43: 9,01( 10,88¢
State 23€ (702) 3,11(
10,66¢ 8,30¢ 13,99¢
Total $ 74,95 $ 60,57 $ 49,06:

At December 31, 2014 and 2013, we had income tee@svable of $5.6 million and $3.4 million, respeely, included as a component
other current assets in the Consolidated BalaneetSh

The reconciliation between amounts computed udirgféderal income tax rate of 35% and our inconxept@vision from continuin
operations for 2014, 2013 and 2012 is shown irfalewing tabulation (in thousands):

Year Ended December 31, 2014 2013 2012

Federal tax provision at statutory rate $ 73,67: % 58,02¢ $ 44,72
State taxes, net of federal income tax benefit 6,52¢ 3,141 4772
Nor-deductible expenses 3,18¢ 1,01( 61€
Permanent differences related to the employee gtonthase program 68 55 52
Net change in valuation allowan (4,12 (559 (1,20¢
General business credits (4,002 (440 -
Other (377 (664) 97
Income tax provision $ 74,95 $ 60,57 $ 49,06:
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Deferred Taxes
Individually significant components of the defertad assets and (liabilities) are presented beilpwhpusands):

December 31, 2014 2013
Deferred tax assets:
Deferred revenue and cancellation reserves $ 31,53¢ $ 22,35¢
Allowances and accruals, including state tax camyéard amounts 28,55! 17,56
Interest on derivatives 67¢& 1,113
Credits and other - 1,937
Goodwill 2,66¢ 10,33:
Capital loss carryforward 10,71: 10,89:
Valuation allowance (8,669 (11,087
Total deferred tax assets 65,48¢ 53,10¢

Deferred tax liabilities:

Inventories (19,35¢) (6,722)
Goodwill (21,320 -
Property and equipment, principally due to differesin depreciation (67,27 (32,569
Prepaid expenses and other (2,936 (2,015
Total deferred tax liabilities (110,88) (41,300
Total $ (45,39) $ 11,80

We consider whether it is more likely than not thatne portion or all of the deferred tax assetsvait be realized. The ultimate realizatiol
deferred tax assets is dependent upon future txabbme during the periods in which those tempodifferences become deductible. We cons
the scheduled reversal of deferred tax liabilifiesluding the impact of available carryback andyfarward periods), projected future taxable in®
and tax-planning strategies in making this assessme

As of December 31, 2014, we had an $8.7 millioruaabn allowance recorded associated with our dederax assets. The majority of |
allowance is associated with capital losses fromghle of corporate entities in prior years. Thiiation allowance decreased $2.4 million in
current year. Of this decrease, $4.1 million wamarily a result of our equity investment in a parship with U.S. Bancorp Community Developn
Corporation. See also Note 18. This decrease wastdfy certain state net operating losses (“NCicquired as part of the acquisition of DCH
which we determined it is more likely than not ttizg benefit from certain state NOL carryforwardi mot be realized. In recognition of this riskg
recorded a valuation allowance of $1.7 million ba teferred tax assets relating to these state ¢¢@y/forwards.

As of the end of 2014, we evaluated the availgbdit projected capital gains and determined thabiitinues to be unlikely the remain
capital loss carryforward would be fully utilize@/e will continue to evaluate if it is more likelpan not that we will realize the benefits of tt
deductible differences. However, additional valoatallowance amounts could be recorded in the dutiestimates of taxable income during
carryforward period are reduced.

At December 31, 2014, we had a number of stateaayforward amounts totaling approximat&®.0 million, tax affected, with expirati
dates through 2034. We believe that it is morelyiltean not that the benefit from certain state N€icryforwards will not be realized. In recognil
of this risk, we have provided a valuation allowawé $1.6 million on the deferred tax assets netato these state NOL carryforwards.

Unrecognized Tax Benefits
The following is a reconciliation of our unrecogaiiztax benefits (in thousands):

Balance, December 31, 2013 $ -
Acquired with acquisition 1,49¢
Balance, December 31, 2014 $ 1,49¢
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The unrecognized tax benefit recorded was acquaisgoart of the acquisition of DCH. We have recordédx indemnification asset relate:
the unrecognized tax benfit as we determined theuatnwould be recoverable from the seller. We dbexpect a material change in the balanc
unrecognized tax benefits in the next twelve manthsrecognized tax benefit is included as a compbré other longterm liabilities in ou
Consolidated Balance Sheets. We did not have aiwtaauring 2013 or 2012 related to unrecognitaxl benefits.

Open tax years at December 31, 2014 included tleniog:

Federal 2011-201¢
14 states 200¢-201¢

(14) Acquisitions

In 2014, we completed the following acquisitioniieh contributed revenues of $724.4 million ancheags of $9.3 million for the year enc
December 31, 2014:

On January 31, 2014, we acquired Island Hondk&atmului, Hawaii.

On February 3, 2014, we acquired Stockton Vollgamain Stockton, California.

On March 5, 2014, we acquired Honolulu Buick GKg&dillac and Honolulu Volkswagen in Honolulu, Haivai

On April 1, 2014, we acquired Corpus Christi Forc€orpus Christi, Texas.

On June 11, 2014, we acquired Beaverton GMC Baitk Portland Cadillac in Portland, Oregon.

On July 28, 2014, we acquired Bellingham GMC RuitBellingham, Washington.

On October 1, 2014, we completed the purchase of #he issued and outstanding shares of the alagtivck of DCH, which includes
stores located in New York, New Jersey and Caliorn

e On October 6, 2014, we acquired Harris Nissablavis, California.

We completed the following acquisitions in 2013:

On June 10, 2013, we acquired OB Salem Auto Grimgp in Salem, Oregon, including BMW, Honda analRéwagen franchises.
On October 7, 2013, we acquired Stockton NissianiKStockton, California.

On October 24, 2013, we acquired Fresno Lincaiv¥in Fresno, California.

On November 1, 2013, we acquired Howard’s BodypSh Klamath Falls, Oregon.

On November 4, 2013, we acquired Geweke Motors,d Toyota Scion store in Lodi, California.

On December 2, 2013, we acquired Diablo Subawamut Creek, California.

We completed the following acquisitions in 2012:

On April 30, 2012, we acquired Bellingham Chegtand Cadillac in Bellingham, Washington.
On June 12, 2012, we acquired Fairbanks GMC Bini¢kairbanks, Alaska.

On August 27, 2012, we acquired Killeen Chevrleilleen, Texas.

On October 23, 2012, we acquired Bitterroot TayiatMissoula, Montana.

All acquisitions were accounted for as businesshinations under the acquisition method of accougntifhe results of operations of
acquired stores are included in our Consolidatedrkgial Statements from the date of acquisition.
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The following table summarizes the consideratioid pa cash and equity securities for our acquisgi@nd the amount of identified as
acquired and liabilities assumed as of the acguisdate (in thousands):

All other Total
Consideration paid for year ended December 31, DCH acquisitions 2014 2013
Cash paid, net of cash acquired $ 569,99 $ 89,63¢ $ 659,63: $ 81,10¢
Equity securities issued 19,73¢ - 19,73¢ -
$ 589,73. $ 89,63¢ $ 679,37( $ 81,10¢
All other Total
Assets acquired and liabilities assumed for year eled December 31, DCH acquisitions 2014 201 3
Trade receivables, net $ 63,88¢ $ - 3 63,88 $ -
Inventories 265,37¢ 48,66: 314,04( 30,62«
Franchise value 72,85¢ 7,371 80,23: 8,77(
Property, plant and equipment 256,12. 17,39¢ 273,51 24,74:
Other assets 20,31: 531 20,84« 264
Floor plan notes payable (24,68¢) - (24,68¢) -
Debt and capital lease obligations (52,537 (3,167 (55,699 37
Deferred taxes, net (49,657 - (49,657 -
Other liabilities (92,869 (229 (92,98¢6) (72))
458,82! 70,68: 529,50¢ 63,64
Goodwill 130,90¢ 18,95¢ 149,86:- 17,46¢
$ 589,73. $ 89,63¢ $ 679,37( $ 81,10t

We account for franchise value as an indefitiited intangible asset. We expect $70.2 milliortled goodwill recognized to be deductible
tax purposes. In 2014, we recorded $1.9 millionagguisition expenses as a component of sellinger@érand administrative exenses in
Consolidated Statements of Operations. We did ae¢ lany material acquisition-related expenses 18320 2012.

The following unaudited pro forma summary preseotssolidated information as if the 2014, and 20d@uésitions had occurred on Janua
of the prior year (in thousands, except for persla@nounts):

Year Ended December 31, 2014 2013

Revenue $ 7,153,49 $ 6,488,28!
Income from continuing operations, net of tax 148,11¢ 125,95¢
Basic income per share from continuing operatioes of tax 5.67 4.8¢
Diluted income per share from continuing operatjored of tax 5.61 4.81

These amounts have been calculated by applyingauaunting policies and estimates. The resulte®btquired stores have been adjust
reflect the following: depreciation on a straidine basis over the expected lives for propertgnpland equipment; accounting for inventory ¢
specific identification method; and recognition inferest expense for real estate financing relétedtores where we purchased the facility.
nonrecurring pro forma adjustments directly attrdtle to the acquisitions are included in the reggbpro forma revenues and earnings.

(15) Discontinued Operations and Assets HEfor Sale

We classify an asset group as held for sale ifdbation has been sold, we have ceased operatidhatdocation or the store meets the cril
required by U.S. generally accepted accountingdstats as follows:

our management team, possessing the necesshoyigytcommits to a plan to sell the store;

the store is available for immediate sale irpissent condition;

an active program to locate buyers and otheorstihat are required to sell the store are ieitiat

a market for the store exists and we believeadts is likely within one year;

active marketing of the store commences at & hiat is reasonable in relation to the estimaa@dchfarket value; and

our management team believes it is unlikely cleangill be made to the plan or the plan to dispddee store will be withdrawn.
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In April 2014, the Financial Accounting StandardsaBd (“FASB”)issued an accounting standard update that ameadsgtounting guidan
related to discontinued operations. This amendrdefihes discontinued operations as a componentaupgof components that is disposed of
classified as held for sale and represents a gicashift that has or will have a major effect am entity’s operations and financial results. We ¢
adopted this guidance in the third quarter of 28td, as a result, determined that individual stevegh met the criteria for held for sale after
adoption date would no longer qualify for classifion as discontinued operations. We had previotesdiassified a stors’operations to discontinu
operations in our Consolidated Statements of Opeist on a comparable basis for all periods presgmrovided we did not expect to have
significant continuing involvement in the storejsevations after its disposal.

On May 1, 2014, we completed the sale of one sttiieh had been classified as held for sale sindeligc 2012. This storg’operations ha'
been reclassified to discontinued operations in@Gamsolidated Statement of Operations, on a corbfmtmsis for all periods presented.

In September 2014, we determined two operatingstoret the criteria to be classified as held f.€23ne of the stores was under contra
sell and the other was being actively marketedsé&be by us and third party brokers. These longdli@esets are a component of our Import segment.

As of December 31, 2014, we have two stores clags#s held for sale. Assets held for sale inclutiedollowing (in thousands):

December 31, 201 4 2013
Inventories $ 6,282 $ 8,26(
Property, plant and equipment 1,73¢ 1,19¢
Intangible assets 54C 2,07
$ 8,56: $ 11,52¢

Liabilities related to assets held for sale inchlitiee following (in thousands):

December 31, 2014 2013
Floor plan notes payable $ 489 $ 6,271

Actual floor plan interest expense for the storgssified as discontinued operations is directlatesl to the store’new vehicles. Intere
expense related to our used vehicle inventory fimgnand revolving line of credit is allocated bésm the working capital level of the store. In&
expense included as a component of discontinuedtipes was as follows (in thousands):

Year Ended December 31, 2014 2013 2012

Floor plan interest $ 32 3 117 $ 217

Other interest 8 21 69
Total interest $ 40 $ 13¢ 3 28€

Certain financial information related to discontauoperations was as follows (in thousands):

Year Ended December 31, 2014 2013 2012
Revenue $ 12,56¢ $ 38,97¢ $ 82,15(
Pre-tax gain (loss) from discontinued operations $ (467 $ 131C % 2,18¢
Net gain (loss) on disposal activiti 5,74¢ - (621
5,27 1,31C 1,56¢
Income tax expense (2,099 (529 (59¢
Income from discontinued operations, net of incaaxeexpense $ 3,18C $ 78¢ $ 967
Goodwill and other intangible assets disposed of $ 211 $ - 3 16¢

The net gain on disposal activities in 2014 inctlide$6.8 million gain related to the disposal cbdwill and other intangible assets.
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(16) Related Party Transactions

Sale of Nissan, Volkswagen and BMW Stores

On March 27, 2012, we completed the sale of an &@#est in our Nissan, Volkswagen and BMW storedviedford, Oregon to Dic
Heimann, a director and our Vice Chairman. We remtiproceeds of $9.6 million, of which $2.9 millieras received in cash and $6.7 million
received through the payoff of floor plan financifithe sale of the 80% interest in the stores reduh a gain of $0.7 million and was recorded
component of selling, general and administrativyeesse in our Consolidated Statements of Operations.

The Nissan and Volkswagen stores were purchasatiddvook value of the inventory as defined bydtiginal terms of an option agreem
provided to Mr. Heimann in 2009. The price of theahgible assets of $1.2 million was based on #iirevilue of the intangible assets related tc
BMW store. We corroborated the fair value of the BWMtores intangible assets with independent third parbkér opinions and financial projectic
using a fair value income approach.

When we sold the three stores, we entered intoasedhservice agreement with the stores. This agreeallows the stores to lease
employees, use the Lithia name, utilize accourgimgport functions and receive consulting servi¢ée. services provided and the costs of the sel
are structured the same as the shared serviceisi@itovour wholly owned stores.

We retained a 20% interest in the stores as ofrimsaction date. We determined that we are noptineary beneficiary of the stores and
risk and rewards associated with our investmentbased on ownership percentages. We determined airgtaimed significant influence over -
operations. As a result, our 20% interest is actlifor under the equity method. We recorded thétginvestment at fair value of $0.8 million as
the transaction date, which resulted in a gain0o? $nillion. The gain was recorded as a compongatter income, net in our Consolidated Staten
of Operations. We determined the fair value of eguity investment based on independent third gander opinions and financial projections usit
fair value income approach.

As of December 31, 2014, the carrying value of equity investment was $1.2 million and was recorde@ component of other nonfren
assets in our Consolidated Balance Sheets.

Sale of Land

In the fourth quarter of 2013, we completed the sdlland in Medford, Oregon to Dick Heimann for.Z4nillion. Mr. Heimann intends
relocate the stores he purchased in 2012 to thaitm. We determined the fair value of the langduakon a third party appraisal for the propertye
sale resulted in a gain of $2.5 million, recordedaacomponent of selling, general and adminisiatixpenses in our Consolidated Statemer
Operations.

a7 Net Income Per Share of Class A and&ls B Common Stock

We compute net income per share of Class A ands@ammon stock using the tvetass method. Under this method, basic net incoer
share is computed using the weighted average nuoftmymmon shares outstanding during the periodudkty unvested common shares subje
repurchase or cancellation. Diluted net incomegbare is computed using the weighted average nuoftlmmmon shares and, if dilutive, poter
common shares outstanding during the period. Fatesdmmon shares consist of the incremental comshames issuable upon the exercise of
options and unvested restricted shares subjeeptarchase or cancellation. The dilutive effect aistanding stock options and other grants is refb
in diluted earnings per share by application ofttkasury stock method. The computation of thetelilinet income per share of Class A common :
assumes the conversion of Class B common stocke wie diluted net income per share of Class B comstock does not assume the conversi
those shares.
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Except with respect to voting and transfer rigtte, rights of the holders of our Class A and CBigs®mmon stock are identical. Our Rest
Articles of Incorporation require that the ClassaAd Class B common stock must share equally indivigends, liquidation proceeds or ot
distribution with respect to our common stock ahd Articles of Incorporation can only be amendedabyote of the stockholders. Additiona
Oregon law provides that amendments to our Artidédncorporation, which would have the effect afvarsely altering the rights, powers
preferences of a given class of stock, must beomgpr by the class of stock adversely affected k& gloposed amendment. As a result,
undistributed earnings for each year are allocateskd on the contractual participation rights @f @lass A and Class B common shares as
earnings for the year had been distributed. Bec#usdiquidation and dividend rights are identicle undistributed earnings are allocated
proportionate basis.

Following is a reconciliation of the income fromntimuing operations and weighted average sharekfos®ur basic earnings per share
(“EPS”) and diluted EPS for the years ended Decer@he2014, 2013 and 2012 (in thousands, excepthmme amounts):

Year Ended December 31, 2014 2013 2012
Basic EPS Class A Class B Class A Class B Class A Class B
Numerator:
Income from continuing operations
applicable to common stockholders $ 122,24t $ 13,29: % 9453. $ 10,68: $ 69,06¢ $ 10,32¢
Distributed income applicable to comm
stockholders (14,367 (1,562 (9,069 (1,029 (10,497 (1,569
Basic undistributed income from
continuing operations applicable to
common stockholders $ 107,87¢ $ 11,73:  $ 85,47. $ 9,65¢ $ 58,57: $ 8,751
Denominator:
Weighted average number of shares ot
standing used to calculate basic incom
per share 23,55¢ 2,56z 23,18t 2,62( 22,35¢ 3,34z
Basic income from continuing operatior
per share applicable to common

stockholders $ 5.1¢ % 5.1¢ % 40t $ 40t $ 3.0¢ ¢ 3.0¢
Basic distributed income per share
applicable to common stockholders (0.67) (067) (0.39) (0.39) (0.479) (0.47)

Basic undistributed income from

continuing operations per share applice
to common stockholders $ 458 $ 458 $ 3.6¢ $ 3.6¢ $ 26z $ 2.62
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Year Ended December 31,

2014 2013

2012

Diluted EPS

Numerator:

Distributed income applicable to comm
stockholders

Reallocation of distributed income as a
result of conversion of dilutive stock
options

Reallocation of distributed income due
conversion of Class B to Class A
Diluted distributed income applicable tc
common stockholders

Undistributed income from continuing
operations applicable to common
stockholders

Reallocation of undistributed income as
result of conversion of dilutive stock
options

Reallocation of undistributed income dt
to conversion of Class B to Class A
Diluted undistributed income from
continuing operations applicable to
common stockholders

Denominator:

Weighted average number of shares
outstanding used to calculate basic inc
per share

Weighted average number of shares fr
stock options

Conversion of Class B to Class A
Weighted average number of shares
outstanding used to calculate diluted
income per share

Year Ended December 31,

Class A Class B Class A

Class B Class A

Class B

$ 14,367 $ 156z $ 9,061

15 (15) 15

1,54i - 1,00¢

$ 1,02« % 10,49°

(15) 28

- 1,541

$ 1,56¢

(29)

$ 1592¢ $ 1541 $ 10,08t

$ 1,00¢ $ 12,06¢

$ 1,541

$ 107,87¢ $ 11,73 $ 85,47:

11€ (116) 14z

11,61¢ - 9,51¢

$ 9,65¢ $ 58,57:

(142) 15¢

$ 8,751

(15¢)

$ 119.61. $ 11,61¢ $ 95,12¢

$ 9,51¢ $ 67,32¢

$ 8,59¢

23,55¢ 2,56z 23,18t

261 = 38¢€
2,56z - 2,62(

2,62( 22,35¢

= 474
- 3,342

3,342

26,38: 2,562 26,19:

2,62( 26,17(

3,342

2014 201 3

201 2

Diluted EPS

Diluted income from continuing
operations per share available to comn
stockholders

Diluted distributed income from
continuing operations per share applice
to common stockholders

Diluted undistributed income from
continuing operations per share applice
to common stockholders

Antidilutive Securities:

Shares issuable pursuant to stock op
not included since they were antidilutiv:

Class A Class B Class A

Class B Class A

Class B

$ 514 $ 514 $ 4.0z

(0.61) (0.61) (0.39)

$ 4.0z $ 3.0¢

(0.39) (0.47)

$ 3.0¢

(0.47)

$ 45 $ 45 $ 3.6

$ 365 $ 2.5€

$ 2.5¢€

13 = 16
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(18) Equity-Method Investment

In October 2014, we acquired a 99.9% membershgrast related to a partnership with U.S. Bancorm@anity Development Corporatic
This investment generates new markets tax creditteruthe New Markets Tax Credit Program (“NMTC Reog”). The NMTC Program wi
established by Congress in 2000 to spur new ore@serd investments into operating businesses ahdestsie projects located in loweome
communities. While U.S. Bancorp Community Developm€orporation exercises management control overpértnership, due to the econo
interest we hold in the entity, we determined thprapriate accounting for our ownership portiortha# partnership was under the equity method
transaction obligates us to make $37.1 million @iy contributions to the entity over a twear period ending October 2016, $4.1 million ofiat
had been contributed as of December 31, 2014.

As of December 31, 2014, the carrying value of #ysitymethod investment was $33.3 million and was reabaiea component of ott
non-current assets in our Consolidated Balance ShEkéspresent value of our obligation associated futhre equity contributions of $32.2 milli

was recorded as a component of accrued liabiiesother long-term liabilities in our Consolidatalance Sheets.

The following amounts related to this equity-metlioeestment were recorded in our Consolidated Btaigs of Operations (in thousands):

Year Ended December 31, 2014

Asset impairments to write investment down to failue $ 1,85:
Our portion of the partnership’s operating losses 1,16(
Non-cash interest expense related to the amortizafitheodiscounted fair value of future equ

contributions 152
Tax benefits and credits generated 6,50¢

(29) Segments

Certain financial information on a segment basisifollows (in thousands):

Year Ended December 31, 2014 2013 2012
Revenues:
Domestic $ 2,569,90. $ 2,147,41 $ 1,832,041
Import 1,889,16! 1,223,86 976,70t
Luxury 926,80 629,52: 498,42¢
5,385,87. 4,000,79! 3,307,17!
Corporate and other 4,452 4,95( 9,317
$ 5,390,321 $ 4,005,74° $ 3,316,48

Segment income*:

Domestic $ 96,35¢ $ 84,35 $ 69,23«
Import 49,94( 40,39( 30,77¢
Luxury 24 54( 16,12¢ 11,27:
170,83¢ 140,87( 111,28:

Corporate and other 39,65 24,91¢ 17,17
Income from continuing operations before incomeax $ 210,49 $ 165,78t $ 128,45

*Segment income is defined as operating incomefless plan interest expense.

Floor plan interest expense:

Domestic $ 17,89 $ 15,25 $ 12,33¢
Import 9,39¢ 6,44¢ 3,521
Luxury 5,09¢ 3,931 2,48
32,38¢ 25,62¢ 18,33¢

Corporate and other (18,529 (13,25¢6) (5,527
$ 13,86: $ 12,37 $ 12,81¢
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December 31, 2014 2013
Total a ssets:

Domestic $ 831,57: $ 648,42t
Import 696,16 308,59:
Luxury 405,22: 218,55
Corporate and other 947,97 549,54°
$ 2,880,93. $ 1,725,12.
(20) Recent Accounting Pronouncements

In May 2014, the FASB issued accounting standapdate (“ASU”) 2014-09, “Revenue from Contracts whstomers,ivhich amends tr
accounting guidance related to revenues. This amentwill replace most of the existing revenue gegtion guidance when it becomes effect
The new standard is effective for fiscal years beiyig after December 15, 2016. Early applicationds permitted. The standard permits the us
either the retrospective or cumulative effect tidms method. We are evaluating the effect this mdmeent will have on our consolidated finan
statements and related disclosures and believintgcial impact will not differ significantly fronour current revenue recognition practices. We
not yet selected a transition method nor have werohéned the effect of the standard on our ongéimancial reporting.

In June 2014, the FASB issued ASU 2014-12, “Comatimis — Stock Compensation (Topic 718).” ASU 204addresses accounting
share-based payments when the terms of an awavdiprihat a performance target could be achievet #fe requisite service period. ASU 20112-
indicates that, in such situations, the performaacget should be treated as a performance conditial, accordingly, the performance target sh
not be reflected in estimating the gralatte fair value of the award. Instead, compensatist should be recognized in the period in whidhecome
probable that the performance target will be adkie\ASU 201412 is effective for annual periods and interim pdsi within those annual peric
beginning after December 15, 2015. We do not expeetadoption of ASU 20142 to have a material effect on our financial posit results
operations or cash flows.

In November 2014, the FASB issued ASU 2014-16, izgives and Hedging (Topic 815).” ASU 2014-addresses whether the host con
in a hybrid financial instrument issued in the foofra share should be accounted for as debt otyedABU 2014416 is effective for annual periods &
interim periods beginning after December 15, 20¥B.do not currently have issued, nor are we invesin hybrid financial instruments. According
we do not expect the adoption of ASU 2014-16 tcehawy effect on our financial position, result®pérations or cash flows.

(21) Subsequent Event
Common Stock Dividend
On February 23, 2015, our Board of Directors appdoa dividend of $0.16 per share on our Class AGlads B common stock related to

fourth quarter 2014 financial results. The dividevitl total approximately $4.2 million and will bgaid on March 27, 2015 to shareholders of recol
March 13, 2014.
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Exhibit 2.1.2
SECOND AMENDMENT TO STOCK PURCHASE AGREEMENT

This SECOND AMENDMENT TO STOCK PURCHASE AGREEMENThis “ Amendment”), effective November 13, 2014, is made and
entered into by and between Lithia Motors, Inc.Qaagon corporation (Buyer "), and DCH Auto Group (USA) Limited, a British \gim Islands
corporation (“Seller™).

A. Buyer and Seller entered into the Stock Rase Agreement, dated June 14, 2014, between BugeBeller (the Agreement”). Any
term capitalized but not defined in this Amendmshmll have the meaning therefor set forth in theeggent.

B. Section 10.09 of the Agreement states timidgreement may be amended by an agreement ingvsigned by Buyer and Seller.
C. Buyer and Seller wish to amend the Agreerasrirovided herein.

NOW, THEREFORE, in consideration of the premises mutual agreements and covenants set forth henethintending to be legally bou
hereby, Buyer and Seller agree as follows:

SECTION 1
AMENDMENTS TO AGREEMENT

1.01 Section 1.02(c)The first sentence of Section 1.02(c) of the &gnent is hereby amended and restated in its gnéisstollows:

“On or before November 22, 2014, Seller shall prepand may engage Seller’'s Accountants to assispreparing, financial
statements of the Company and its Subsidiariesstong of an audited balance sheet dated as Septedth 2014 (the Final Acquisition
Balance Sheet) and unaudited statements of income and retagaedings, stockholders’ equity and cash flow fer tine-month period then
ended (in each case, without giving effect to thagactions contemplated herein).”

SECTION 2
MISCELLANEOUS

2.01 ReferencesAll references in the Agreement to “Agreemenhgéfein,” “hereof,” or terms of like import refergrto the Agreement or
any portion thereof are hereby amended to reféreédAgreement as amended by this Amendment.

2.02 Effect of Amendment Except as and to the extent expressly modifiethlsyAmendment, the Agreement shall remain influite
and effect in all respects.

2.03 Governing Law.This Amendment shall be governed by and constmedéordance with the internal laws of the StatBelbware
without giving effect to any choice or conflict lafiv provision or rule (whether the State of Delasvar any other jurisdiction) that would result st
Amendment being governed by or construed in accmelavith the internal laws of any jurisdiction athiean the State of Delaware.




2.04 Counterparts. This Amendment may be executed and delivereéveral counterparts, each of which shall constémeriginal and
all of which, when taken together, shall constitte agreement.

[SIGNATURE PAGES FOLLOW]




The parties hereto have caused this Amendment éxdauted as of the date first written above bir tiespective, duly authorized officers.

BUYER:
LITHIA MOTORS, INC.
By:

Name: Bryan DeBoe
Title: Chief Executive Officer




The parties hereto have caused this Amendment éxdauted as of the date first written above bir tiespective, duly authorized officers.

SELLER:
DCH AUTO GROUP (USA) LIMITED
By:

Name: Sha-wai Lam
Title: Chief Executive Officer




Exhibit 10.1.1
AMENDMENT 2014-1
to the
LITHIA MOTORS, INC.
2009 EMPLOYEE STOCK PURCHASE PLAN
Pursuant to Section 19 of the Lithia Motors, In@02 Employee Stock Purchase Plan (the “Plan”)Pllaa is hereby amended to clarify the
Plan’s operation as follows:

1. Section 2.20 (“ Total Pdyis amended to add the following phrase to the ehsuch section:

“, prior to reduction pursuant to Section 125, Ipa( 401(k) of the Code, but excluding allowaneesl reimbursements for expenses
such as relocation allowances or travel allowanioesme or gains on the exercise of Company stptions, and similar items.”

2. Sections 5.1 (* Payroll Deduction Authorirat”) and 6.1 (“_Participant Contributions by PayrDkductions’) are amended to replace each
occurrence of the term “Base Pay” with “Total Pay.”

3. Section 7.1 (“* Quarterly Grant of Optidjiss deleted in its entirety and replaced with thkowing:

“ Quarterly Grant of OptionsFor each Fiscal Quarter, on the first day ofRsgal Quarter a Participant will be deemed to Haeen
granted an option to purchase as many whole sharesy be purchased with the payroll deductiorditerd to the Participant’s
Account during the Fiscal Quarter (together witly payroll deductions from the previous Fiscal Qenarétained in the Participant’s
Account as of the end of such Fiscal Quarter agiged in Section 8.1 and any cash dividends parthduhe Fiscal Quarter as
provided in Section 8.2).”

4. Section 8.1 (* Automatic Exercise of Optidhé& deleted in its entirety and replaced with fbkowing:

“ Automatic Exercise of OptionsUnless a Participant has elected to withdraw @hgleductions in accordance with Section 10, the
Participant’s option for the purchase of Commorckwill be deemed to have been exercised autontigtis of the last day of the
Fiscal Quarter for the purchase of the number afleskhares of Common Stock which the accumulatgtbpaleductions (and cash
dividends on the Common Stock as provided in Sedig) in the Participant’s Account at that timél wurchase at the applicable
option price. No fractional shares may be issuatkeuthe Plan. As of the last day of each Fiscalr@uahe balance of each
Participant’'s Account shall be applied to purchiienumber of whole shares of Common Stock asméied by dividing the balance
of such Participant’s Account as of such date leyaption price determined pursuant to Section An¥.amounts accumulated in a
Participant’'s Account during a Fiscal Quarter unBlection 5.1 that are not sufficient to purchaddlsshare of Common Stock at the
end of such Fiscal Quarter shall be retained irPdagicipant’'s Account for the subsequent Fiscadu@ar, subject to earlier withdrawal
by the Participant as provided_in Section. The Participant’s Account shall be debited acemilg. The Committee or its delegate
shall make all determinations with respect to aggllie currency exchange rates when applicable.”




Exhibit 10.2.2

AMENDMENT TO
LITHIA MOTORS, INC.

RSU DEFERRAL PLAN
(a Sub-plan of the Lithia Motors, Inc. 2013 Amendedind Restated Stock Incentive Plan)

This Amendment to RSU Deferral Plan, effective J28y 2013, amends the Lithia Motors, Inc. RSU DaflePlan effective January 1, 2(
(the “Plan™).

Amendment to Clarify Timing of Deferral Elections. Section 4.3 of the Plan is amended and restatis émtirety to read as follows.

4.3 Timing of Deferral Election. Generally, an election to defer receipt of allpart of the Award Proceeds for a
particular Award shall be made by completing anlivdeng an RSU Deferral Election Form to the PRaiministrator

° no later than the end of the Annual Election &&ror for newly Eligible Persons, the Initial Hieo Period, or

) on or before the 30th day after the award is tgchin the case of payment in a subsequent yetisteabject to
the recipient’s continuing to provide servicesdgperiod of at least 12 months from the date therdvs granted,
or

° for performance-based compensation based orcserio be performed over a period of at least 18thso no

later than six months before the end of the period.

Except as expressly set forth in this amendmehtgm@hs of the Plan remain in effect.

LITHIA MOTORS, INC.

By:

Chris Holzshu, CFO



Exhibit 10.2.3

SLITHIA

Serving Our Communities Since 1946

LITHIA MOTORS, INC.
RESTRICTED STOCK UNIT (RSU) DEFERRAL ELECTION FORM

An Employee who is eligible to participate in thighia Motors, Inc. Executive Management Non-QuatifiDeferred Compensation and LohgrT
Incentive Plan may use this form to elect to d&estricted Stock Units (“RSUsQranted under the Lithia Motors, Inc. Amended amstRted 20C
Stock Incentive Plan (the “Plan’Elections may be made with respect to RSUs grant@013. If you elect deferral, any RSUs grantegida in 201.
(including any additional RSUs resulting from disidl equivalents on the RSUs covered by your eles}iwill be settled in accordance with y
elections and other terms set out below. Any eéectiou make on this Election Form will apply onfyRSUs are actually granted to you and |
terms such that the election can be given effathtidMotors, Inc. (the “Companyfas no obligation to grant RSUs to you at any tiarep provids
any particular terms of RSUs to you if they ardaat granted. Deferrals are subject to all termthefPlan and any RSU Agreement, which terms
automatically be incorporated herein by referefidgs includes any additional restrictions as maynbeessary in order that the deferral will con
with the requirements of Section 409A of the In&iRevenue Code and regulations issued thereunder.

1. Name:

2. RSU Deferral Percentagel elect to defer % of the RSUs ttatCompany grants to me under the Plan d
2013. (Minimum 0% to maximum 100%). This electioifl apply to the entire RSU grant awarded to me&@i 3 (if any).

3. Length of Deferral. | hereby elect that, unless previously forfeitedsettled under another controlling provision of #lan or RSI
Agreement, distribution and settlement of RSUs Ihictv this election form applies will be deferredilin

a. A fixed date which is year(gjrfthe last date the deferred RSU (or any portieneof) is originally scheduled
vest in accordance with the vesting schedule agiged in the RSU grant agreement subject to therdaf(cannot be less than 2 years and canr
more than 10 years); or

b. If earlier, or if no fixed period is speeil in 3.a above, upon termination of my servicarm&mployee of the Company for i
reason. | acknowledge that, if | qualify as a “sfied employee”under Section 409A of the Internal Revenue Cod&d86, as amended, distributit
triggered by my termination of service may be reegiito be delayed until after the six month anrgaey of my termination of service.




4. Manner of Deferred RSUs Payment! hereby elect that any Deferred RSUs that subsgtyubecome payable to me shall be paid at the
specified in Section 3 above as follows (selecy amle):

[ a. Lump-sum distribution of shares.

0 b.  Annual installments of shares over a fixedqu of five (5) years, commencing on the Jandatlyat coincides with or next folloy
the event triggering distribution in Section 3 abov

| c. Annual installments of shares over a fixedqu of ten (10) years, commencing on the Janighat coincides with or next folloy
the event triggering distribution in Section 3 abov

The undersigned hereby elects to defer the indicR®Us in accordance with the Plan, any RSU Agreénaad the elections set forth above.
undersigned acknowledges that this deferral eledtigrrevocable with respect to the RSUs coverethts Election Form.

You must complete this Election Form and retutto itarissa McAlisteby December 30, 2012

Printed Name: Date: December , 2012
Signature: N: SS

Received by the Company this day oébéer, 2012

By:

Larissa McAlister

Title:  AVP Financial Planning



Exhibit 10.3.1
(Senior Executives, Long Term Performance Ves

LITHIA MOTORS, INC.

RESTATED RESTRICTED STOCK UNIT AGREEMENT
(Long Term Performance Vesting)

This Restated Restricted Stock Unit AgreementAffreement ”), which amends and restates in its entirely the Réstk Stock Un
Agreement dated February 1, 2013, is entered inteyant to the Amended and Restated 2003 StocktimeePlan (the ‘Plan ") as adopted by tl
Board of Directors and Shareholders of Lithia Metdnc., an Oregon corporation (theCbmpany ”) and as amended from time to time. Un
otherwise defined herein, capitalized terms defimethis Agreement shall have the meanings as défin the PlanAny inconsistency between t|
Agreement and the terms and conditions of the Rii#lrbe resolved in accordance with the Plan. Congagion paid pursuant to this Agreemei
intended to qualify as performance-based compemsatider Section 162(m) of the Internal RevenueeCGiidl986 (the ‘Code™”).

“Recipient”

Number of Restricted Stock Units “RSU<")

“Date of Grant” March 8, 2013

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant.The Company hereby awards to Recipient and Redtigiecepts the award of RSUs specified above ortaims an
conditions set forth in this Agreement and as atis® provided in the Plan (theAward ). Each RSU represents the right to receive one gif
Class A Common Stock of the Company (8Hare”) on an applicable Settlement Date (as defined ini@ed.4 of this Agreement), subject to
terms of this Agreement and the Plan.

1.2  Forfeiture; Vesting.

(@) Forfeiture. The RSUs are subject to forfeiture in accordandd e performance criteria specified in Sectio?(l) of this
Agreement. On the date that is the sixth annivgrehithe Date of Grant, any RSUs that are not \¢kate forfeited.

(b) Vesting.Subject to the continued employment of Recipietbhwhie Company or any Subsidiary, a percentagbeoRiSUs she
vest, and no longer be subject to forfeiture, obr&ary 1 of the year following the fiscal year imieh the Companyg Pro Forma EPS (as define(
Section 1.2(c)) for the fiscal year meets or exsahd performance thresholds (each &P'S Threshold”) outlined in the following table.

EPS Threshold Corresponding Vesting
Percentage
$4.00 33%
$5.00 33%
$6.00 34%
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The number of RSUs that vest at any given timel $femkounded to the nearest whole RSU, exceptitha®PS meets or exceeds $6.00
unvested RSUs shall vest. If more than one EPSsHFbtd is met or exceeded that was not met or extkeedeviously, the corresponding ves
percentages for each EPS Threshold met or exceedgde added together. Notwithstanding anythindpéocontrary, once the EPS meets or exc
any particular EPS Threshold and RSUs are vestedr@diagly, no additional RSUs may vest in connettisith EPS meeting or exceeding |
particular EPS Threshold again.

Example 1:For fiscal year 2013, the $4.00 EPS Threshold veasmet or exceeded. For fiscal year 2014, the CoryipdPro Forma
EPS is $5.00. Because $5.00 is equal to the $5°8 Ehreshold and greater than the $4.00 EPS THdesirad because the $4.00
EPS Threshold was not previously met or exceedé¥, @he corresponding vesting percentages for 40@05EPS Threshold and the
$5.00 EPS Threshold, added together) of the RSWteftective February 1, 2015. If the Award wer@0D, RSUs, then 660 RSUs
would vest effective February 1, 2015.

Example 2For fiscal year 2013, the Company’s Pro Forma EPIi50. Because $4.50 is higher than the $4.00TERShold, 33%
of the RSUs vest effective February 1, 2014. If Aveard were 1,000 RSUs, then 330 RSUs would vestaruary 1, 2014. For
fiscal year 2014, the Company’s earnings per shgen is $4.50. While $4.50 is higher than the @&®S Threshold, 33% of the
RSUs already vested because the Company’s eaméngshare exceeded the $4.00 EPS Threshold fad fisar 2013. Therefore, no
additional RSUs vest effective February 1, 2015. fiszal year 2015, the Company’s Pro Forma EP$6i80. Because EPS met or
exceeded $6.00, all remaining RSUs, or 670 RSUs,eféective February 1, 2016.

(c) Calculation of Pro Forma EPS" Pro Forma EPS” means the Company’'consolidated diluted income (loss) per sharse:
forth in the audited consolidated statement of inedor the Company and its subsidiaries for theafiyear, excluding nooperational transactions
disposal activities, for example:

i. asset impairment and disposal gain;

ii. gains or losses on the sale of real esia&tores;
iii. gains or losses on equity investment;

iv. related income tax adjustments.

As soon as practicable after each fiscal yearDinector of Internal Audit of the Company shall @alate the Pro Forma EPS, and shall submit
calculations to the Committee. At or prior to tlegularly scheduled meeting of the Committee helthé first fiscal quarter, the Committee in itée
discretion shall determine and certify in writinghjch may consist of approved minutes of the meggtihe Pro Forma EPS attained for the prior fi
year and whether and to what extent the EPS Thiesled forth above has been attained. No Sharesher amounts shall be delivered or paid ut
the Committee certifies the Pro Forma EPS.

The Committee may adjust Pro Forma EPS to inclugedd the following (provided such adjustment does increase the amount of compense
that would otherwise be due upon attainment of jusdeld Pro Forma EPS): (A) any or all items thaterexcluded from the calculation of nGAAP
earnings as reflected in any published earningsasel, (B) litigation or claim judgments, settlersentt reserves, (C) the effect of changes in tax
accounting principles or other laws or provisioffe@ting reported results and (D) any other nonrapenal items.
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1.3  ClawbacklIf the Companys financial statements are restated within thregsyafter it is determined that any EPS Threshaklliee
met or exceeded, the EPS for the applicable pesiadl be recalculated (the resulting number, tliRetalculated EPS’) based on the Compary’
restated financial statements. If the Recalcul&®8 is less than the EPS calculated before the @uyigpfinancial statements were restated, Reci
shall repay to the Company the number of Sharesuledéd by subtracting the number of Shares Retipieould have received based on
Recalculated EPS from the number of Shares Retipéeeived (the ‘Excess Share$) and any dividend paid on the Excess Shares ‘(th&ces:
Dividends”). If any Excess Shares are sold by Recipient igefoe Companyg demand for repayment (including any Shares withfoe taxes unde
Section 4 of this Agreement), Recipient shall repaythe Company 100% of the proceeds of such sakales. The Committee may, in its ¢
discretion, reduce the amount to be repaid by Remipo take into account the tax consequencesdlf eepayment for Recipient.

If any portion of the Excess Shares and ExcessdBids was deferred under the RSU Deferral PlacteféeJanuary 1, 2012 (theDeferral
Plan "), that portion shall be recovered by canceling thewrts so deferred under the Deferral Plan and auigethds or other earnings credited ur
the Deferral Plan with respect to such cancelledwarts. The Company may seek direct repayment frecipgient of any Excess Shares, Ex
Dividends and proceeds not so recovered and maypetextent permitted by applicable law, offsetrsamounts against any compensation or «
amounts owed by the Company to Recipient. In paeic such amounts may be recovered by offset agdie aftetax proceeds of deferr
compensation payouts under the Company’s Defer@dp@nsation Plan, the CompasyBupplemental Executive Retirement Plan at thedisuc
deferred compensation payouts occur under the tefrit®se plans. Amounts that remain unpaid forartban 60 days after demand by the Com
shall accrue interest at the rate used from tirtarie for crediting interest under the Deferred @emsation Plan.

1.4 Settlement of RSUsThere is no obligation for the Company to make payts or distributions with respect to RSUs excepttfie
distribution of Shares with respect to vested RS issuance of one Share for each vested RSU" (8ettlement”) may be subject to su
conditions, restrictions and contingencies as tbefittee shall determine. The Company agrees nekéocise its right under the Plan to settle
RSUs in any medium other than Shares. Unless rectijhe Shares is validly deferred pursuant toRI8J Deferral Plan effective January 1, 2!
RSUs shall be settled as soon as practicabletaftgrhave vested (each date of SettlementSattlement Date”), but in no event later than March
of the calendar year following the calendar yeawlvich the RSUs vested. Notwithstanding the foregpthe payment dates set forth in this Sectio
have been specified for the purpose of complyint Wie shorterm deferral exception under Code Section 4094, tarthe extent payments are m
during the periods permitted under Code SectiorA4@8cluding applicable periods before or after #pecified payment dates set forth in this Se:
1.4), the Company shall be deemed to have satigfieabligations under the Plan and shall be deenm¢do be in breach of its payment obligati
hereunder.

1.5 Termination of Recipient's Employment; Extaded Leave of Absencelf Recipient's employment is terminated for any rea
including a voluntary or involuntary terminatiorr, @pon Recipiens death, Disability or retirement, any unvested R8Il be forfeited. If Recipient
on unpaid leave for more than six months, any uedeRSUs will be forfeited.

1.6 Shareholder Approval of Performance Critera. Notwithstanding anything set forth in this Agreemer RSUs will be settled, a
the Company shall have no obligation to deliverr8sdo Recipient, unless the shareholders of thrapgaoy approve the Compasy2013 Amende
and Restated Stock Incentive Plan proposed forideraion at the 2013 Annual Meeting of the shaledrs of the Company.
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2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedinpany. Recipient is not relying on any representation,reusty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemin tax and financial advice with regard to tedefra
and state tax considerations resulting from Reoifsaeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thessgsbrtior
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Segttem

2.3 Agreement to Enter into Lock-Up Agreement vth an Underwriter. Recipient understands and agrees that wheneveZdhgan'
undertakes a firmly underwritten public offering itd securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposepfsgcurities of the Company owned or controlledRegipient, including any the RSUs, provided
such restriction will not extend beyond 12 montiosif the effective date of the registration stateifiged in connection with such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSURecipient agrees for himself or herself, his or &eecutors, administrators and other success
interest that none of the RSUs, nor any interesgein, may be voluntarily or involuntarily soldatisferred, assigned, donated, pledged, hypotheot
otherwise disposed of, gratuitously or for considien prior to their vesting in accordance witrstAigreement.

3.2 Award Adjustments.The number of RSUs granted under this Award shalhe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafré€@ommon Stock are hereafter increased, decreabethged into or exchanged for a diffe
number or kind of shares of Common Stock or foeosecurities of the Company or of another corpamaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengaide in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such amithti (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdmas imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in strictimgiance with the provisions of this Agreement sbalvoid.

4. PAYMENT OF TAX WITHHOLDING AMOUNTS. To the extent the Company is responsible for wilthing income taxes, upon the vesi
of the Award Recipient must pay to the Company akenadequate provision for the payment of all Tath#olding. It is expected that the Award \
vest under Section 1.2 of this Agreement duringedop in which trading is not permitted under thenthanys insider trading policy. To satisfy |
Tax Withholding requirement, Recipient irrevocaklgcts to settle the Tax Withholding obligationthe Company withholding a number of Shi
otherwise deliverable upon vesting having a maviéie sufficient to satisfy the statutory minimuax tvithholding of Recipient. If the Company le
determines that additional Tax Withholding was as lhecome required beyond any amount paid or prdviak by Recipient, Recipient will pay st
additional amount to the Company immediately upemand by the Company. If Recipient fails to pay &éneount demanded, the Company
withhold that amount from other amounts payabléhgyCompany to Recipient.
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5.  MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldh&abinding upon and inure to the benefit of faeties hereto and th
respective successors and permitted assigns, benéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.

5.3 Governing Law.To the extent not preempted by federal law, thise&gient and the rights and obligations of the @attiereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabl¢h construction and enforcement of cont
wholly executed in Oregon by residents of Oregod aholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compgjerisdiction located in the County of Multhomaththe State of Oregon and all parties hereto ty
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dtion in Portlanc
Oregon. This includes not only disputes about tleamng or performance of the Agreement, but dispat®ut its negotiation, drafting, or execut
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightle novo review in Circuit Court and the arbidratay charge his or her standard arbitration
rather than the fees prescribed in the MulthomabhnBoCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione ‘plarties expressly agree that they may choc
arbitrator who is not on the list provided by th@lMomah County Circuit Court Arbitration Departnbelout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arbtibn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel &sues, including arbitrability, to award any iy, including permanent injunctive relief, ant
determine any request for costs and expenses ardartce with Section 5.5 of this Agreement. Thétator's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and megk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action, or proceeding is instituiedconnection with any controversy arising out lnitAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggaeand understanding of the parties hereto ipesof th
subject matter contained herein and supersedgsiail written or oral communications or agreemealtsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set fartbferred to herein.




(Senior Executives, Long Term Performance Ves

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of ProvisionsIn the event that any provision hereof is foundalitV or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallaiemvalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporagrein by reference. Except as otherwise set
herein, this Agreement shall be construed in aawd with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time parg to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextinims under them, and its decision shall be fipialding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant tg thijreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtfied mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to Riggit, to the address maintained by the persoreqriment, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementnless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granal
Recipient does not wish to accept this Agreemeatifent will be deemed to have accepted this Agee and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementldba construed as giving Recipient any right tc
retained, in any position, as an employee of then@my or any Subsidiary.




(Senior Executives, Long Term Performance Ves

Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.

By:
Chris Holzshu, CF(

* Please take the time to read and understand thidgreement in its entirety. If you have any specifiquestions or do not fully understand an
of the provisions, please contact Chris Holzshu iwriting within 10 days of receipt of this Agreement
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(Senior Executives, with performance- and tiesting)

LITHIA MOTORS, INC.
RESTATED RESTRICTED STOCK UNIT AGREEMENT
(Performance and Time Vesting)

This Restated Restricted Stock Unit Agreemerdfeement”) is entered into pursuant to the 2013 Amended arsfiail Stock Incenti
Plan (the “Plan ") adopted by the Board of Directors and Sharehsldé Lithia Motors, Inc., an Oregon corporatiohg(t' Company "), as amende
from time to time. Unless otherwise defined hereapitalized terms in this Agreement have the nmeggngiven to them in the Plan. Any inconsiste
between this Agreement and the terms and conditibtise Plan will be resolved in favor of the Pl&ampensation paid pursuant to this Agreeme
intended to qualify as performance-based compemsatider Section 162(m) of the Internal RevenueeCQudl986 (the ‘Code™”).

“Recipient” [
Number of Restricted Stock Units “RSU<") |

“Date of Grant” January 1, 2014

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant. The Company hereby awards to Recipient, and Retigiereby accepts, the RSUs specified above ortettmes an
conditions set forth in this Agreement and the Rtae “Award ”). Each RSU represents the right to receive one sifatdass A Common Stock
the Company (a Share”) on an applicable Settlement Date, as defined iti@et.3 of this Agreement, subject to the termshded Agreement and t
Plan.

1.2 Forfeiture; Vesting; Clawback. The RSUs are subject to forfeiture in accordamitie the performance criteria specified in Sectiop
(a) of this Agreement. Any RSUs not forfeited wilst according to the schedule set forth in Secti@(b) of this Agreement. The RSUs, the SF
issued upon vesting of the RSUs and any proceedévesl upon the sale of the Shares are subjeectwvery by the Company as specified in Se:
1.2(c) of this Agreement.

(a) Forfeiture.

(i) The RSUs are subject to forfeiture basednenCompany’s 2014 Pro Forma earnings per shiaee’ @014 Pro Forma EPS’).
The number of RSUs that will be forfeited is detgred according to the highest earnings per shaesltiold set forth on the table below (each, an *
EPS Threshold”) that the 2014 Pro Forma EPS meets or exceeds.abhe ltelow specifies the applicable percentageSifRthat will be retaine
(the “ Earned RSUs"), subject to adjustment as provided in Section 1(@(aat the specified EPS Threshold. When the Cdtem certifies th
number of Earned RSUs as provided in Section Yifaall RSUs that are not Earned RSUs are foefi

EPS Threshold Percentage of Earned RSUJ

$ 4.68 (highest) 100%
$4.57 90%
$4.46 80%
$4.36 70%
$4.25 60%
$4.14 50%
$4.04 40%
$0.01 30%
$ 0.00 or negative earnings 0%
share (lowest)
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(i)  If the 2014 Pro Forma EPS is at least 84a0d falls between the EPS Thresholds specifi¢ddnable above, the percentag
Earned RSUs will be determined on a pata basis and the number of Earned RSUs will baded to the nearest whole RSU. If the 2014 Prong
EPS is positive but less than $4.04, the percerdgbfarned RSUs will not exceed 30%.

Example 1:If the 2014 Pro Forma EPS is $4.30, the percentdgéarned RSUs would be 60% plus an additional gresg
calculated as follows: (a) the amount by which 28td Forma EPS exceeds the highest applicable BRSHold multiplied by (I
a fraction, (i) the numerator of which is 10% ahd {ii) denominator of which is the difference beem the highest applicable E
Threshold and the next-highest EPS Threshold thatexceeded (in this example, $4.36 - $4.25 = $0.11

$0.05 (10%/$0.11) = 4.5%

The resulting percentage of Earned RSUs correlatiran EPS of $4.30 would be 64.5%. If the Awarden®,000 RSUSs,
the number of Earned RSUs would be 64.5% of 1,60845 RSUs. The number of forfeited RSUs wouldL{®0 minus
645, or 355. The Earned RSUs would be subjecteaosésting according to the schedule specified ti@e 1.2(b) of this
Agreement.

(iiiy  The 2014 Pro Forma EPS will be calculatgddeducting from the Compamsytonsolidated diluted income (loss) per shat
set forth in the audited consolidated statemenh@dme for the Company and its subsidiaries fora@&4 fiscal year, nooperational transactions
disposal activities, for example:

i asset impairment and disposal g:

ii. gains or losses on the sale of real estate orss

iii. gains or losses on equity investme

iv. reserves for real estate leases, Company owseidice contracts (e.qg., lifetime oil), and legedtters;
V. related income tax adjustments for any of the ab

As soon as practicable, the Director of Internatlidof the Company shall calculate the 2014 Prai@oEPS, and shall submit those calculations t
Committee. At or prior to the regularly scheduledating of the Committee held in the first fiscahger of 2014, the Committee in its sole discre
shall determine and certify in writing (which magnsist of approved minutes of the meeting) the Z&iForma EPS and the number of Earned |
and whether and to what extent the EPS Thresholiddk above has been attained. Unless otherwigeired under this Agreement, no Shares or
amounts shall be delivered or paid unless the Cdteencertifies the 2014 Pro Forma EPS and the nuoftiearned RSUSs.
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The Committee may adjust 2014 Pro Forma EPS tadeclany of the following (provided such adjustmeoes not increase the amoun
compensation that would otherwise be due uponnatiamt of unadjusted 2014 Pro Forma EPS): (A) anglloitems that were excluded from
calculation of nonSAAP earnings as reflected in any published eamimdease, (B) litigation or claim judgments, settents or reserves, (C)
effect of changes in tax law, accounting princiglesther laws or provisions affecting reportediitssand (D) any other non-operational items.

(b) Vesting. Any Earned RSUs shall vest subject to the cortinemployment of Recipient with the Company or 8apsidiary throug
the vesting dates set forth in the table belowl{gac Vesting Date”). The number of Shares to which Recipient is entidlecach Vesting Date st
be rounded up to the nearest whole Share (excefitddast Vesting Date, on which all remaining R3ball vest).

Vesting Date Vesting of
Award
January 1, 2015 25%
January 1, 2016 25%
January 1, 2017 25%
January 1, 2018 25%

Example 2if there are 645 Earned RSUs as described in Exafmphbove, they would vest and entitle Recipieneteive Shar

as follows.
Vesting Date Vesting of Shares
Award
January 1, 2015 25% 162
January 1, 2016 25% 162
January 1, 2017 25% 162
January 1, 2018 25% 159

(c) Clawback. If the Company’s financial statements are redtateany time within three years after the Comraittertifies the number of
Earned RSUs under Section 1.2(a)(iii) of this Agneat, the 2014 Pro Forma EPS shall be recalcu(#tiedesulting number, theRecalculated 2014
Pro Forma EPS”) based on the restated financial statementbal$ed on the Company’s restated financial statesndrd Recalculated 2014 Pro
Forma EPS is less than the 2014 Pro Forma EP$h#h&ommittee previously certified, (i) any EarriR8Us subject to vesting shall be adjusted to
reflect the number of RSUs that would have beem&hRSUs based on the Recalculated 2014 Pro For8akd (ii) Recipient shall repay to the
Company a number of Shares calculated by subtmattiennumber of Shares Recipient should have reddiased on the Recalculated 2014 Pro F
EPS from the number of Shares Recipient receive@uthis Award (the Excess Share$) and any dividend paid on the Excess Shares"(fecess
Dividends™”). If any Excess Shares are sold by Recipientiigefioe Company’s demand for repayment (including@imares withheld for taxes under
Section 4 of this Agreement), Recipient shall remathe Company 100% of the proceeds of such sadales. The Committee may, in its sole
discretion, reduce the amount to be repaid by Remipo take into account the tax consequencesadf eepayment for Recipient.

If any portion of the Excess Shares and ExcesglBinds was deferred under the RSU Deferral PlactaféeJanuary 1, 2012 (theDeferral
Plan ™), that portion shall be recovered by canceling @mounts so deferred under the Deferral Plan apdiaidends or other earnings credited under
the Deferral Plan with respect to such cancelleduts. The Company may seek direct repayment frenigient of any Excess Shares, Excess
Dividends and proceeds not so recovered and malgetextent permitted by applicable law, offsettsamounts against any compensation or other
amounts owed by the Company to Recipient. In pagi¢ such amounts may be recovered by offset agtia after-tax proceeds of deferred
compensation payouts under the Company’s Defermedpénsation Plan, the Company’s Supplemental ExecRetirement Plan at the times such
deferred compensation payouts occur under the tefi®se plans. Amounts that remain unpaid forertban 60 days after demand by the Company
shall accrue interest at the rate used from timante for crediting interest under the Deferred @emsation Plan.




(Senior Executives, with performance- and tiesting)

1.3 Settlement of Earned RSUS here is no obligation for the Company to make pewts or distributions with respect to RSUs excey
the issuance of Shares to settle Earned RSUsth&epplicable Vesting Date. The Company’s issuarficme Share for each vested Earned RSU ('
Settlement”) may be subject to such conditions, restrictions @mtingencies as the Committee shall determinéeddrreceipt of the Shares is val
deferred pursuant to the RSU Deferral Plan effeclianuary 1, 2012, Earned RSUs shall be settlsd@sas practicable after the applicable Ve
Date (each date of Settlement, &éttlement Date”), but in no event later than March 15 of the calerydar following the calendar year in which
Vesting Date occurs. Notwithstanding the foregoithg, payment dates set forth in this Section 1\&hzeen specified for the purpose of compl
with the shortterm deferral exception under Code Section 4094, tarthe extent payments are made during the pepednitted under Code Secl
409A (including applicable periods before or aftee specified payment dates set forth in this 8acli.3), the Company shall be deemed to
satisfied its obligations under the Plan and dimlleemed not to be in breach of its payment diidige.hereunder .

1.4 Termination of Recipient's Employment.

(@) Voluntary or Involuntary TerminationExcept as otherwise provided in this Section if.Recipients employment with the Compe
or any Subsidiary terminates as a result of a walynor involuntary termination, all outstandingvested RSUs (whether or not determined t
Earned RSUs) shall immediately be forfeited. Rexipshall not be treated as terminating employrifidcipient is on an approved leave of absence.

(b) Death. If Recipient's employment with the Company or a@ybsidiary terminates as a result of Recipgeniath, Recipient sh
become vested in a prorated number of Earned RBugsprorated portion of the Earned RSUs that isexkas of Recipierd’ death shall be the tc
number of Earned RSUs multiplied by a fraction, nlkenerator of which shall be the number of full rienelapsed from the Date of Grant througt
date of Recipien$ death, and the denominator of which shall beT48.Vesting Date for additional RSUs vesting urttiés Section 1.4(b) shall be
date of Recipiens death. Payment upon death shall be the total eunfishares vested as a result of this Sectiofb)l.Aeduced by the number
Shares previously delivered to Recipient.

(c) Disability . If Recipient becomes Disabled while employed by €Company or a Subsidiary, Earned RSUs shall moatio vest ¢
scheduled in Section 1.2 of this Agreement forssmlas Recipient remains Disabled. If Recipiens éibile Disabled, Section 1.4(b) of this Agreen
shall apply.

(d) Qualified Retirement If Recipient terminates employment due to a QiealiRetirement, Recipient shall become vested jmcaates
number of Earned RSUs. A “Qualified Retirememi&ans the Recipient voluntarily terminates emplayinom or after Recipient attains age 65 anc
at least four complete years of employment withGoenpany or a Subsidiary. The prorated portiorhefEarned RSUs that is vested as of Recigent’
Qualified Retirement shall be the total number afried RSUs multiplied by a fraction, the numeratbwhich shall be the number of full mon
elapsed from the Date of Grant through the datRegfipients Qualified Retirement, and the denominator of Wtshall be 48. The Vesting Date
additional RSUs vesting under this Section 1.40d)llde the date of RecipieatQualified Retirement. Payment upon Qualified Retient shall be tt
total number of shares vested as a result of #i$iéh 1.4(d), reduced by the number of Sharesiguely delivered to Recipient.
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Notwithstanding anything in this Agreement to tleatrary, in no event will any Settlement occur ptim the applicable Vesting Date (i.e., the Ves
Date set forth in Section 1.2 unless the VestinteDsmearlier pursuant to Section 1.4 as a re$ieaipient’s death or Qualified Retirement).

2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedinpany. Recipient is not relying on any representation,reusty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemn tax and financial advice with regard to tedefra
and state tax considerations resulting from Reotfseeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thesdgsbrtior
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Segttem

2.3 Agreement to Enter into Lock-Up Agreement vth an Underwriter. Recipient understands and agrees that wheneveZdhgan'
undertakes a firmly underwritten public offering itd securities, Recipient will, if requested to st by the managing underwriter in such offel
enter into an agreement not to sell or disposepfsgcurities of the Company owned or controlleRegipient, including any the RSUs, provided
such restriction will not extend beyond 12 montimsif the effective date of the registration stateifiged in connection with such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSUd£xcept for a transfer upon Recipientleath, Recipient agrees for himself or hersé#f,dn he
executors, administrators and other successorstémest that none of the RSUs, nor any intereseithemay be voluntarily or involuntarily so
transferred, assigned, donated, pledged, hypot@catotherwise disposed of, gratuitously or fangideration prior to their vesting in accordancéh
this Agreement.

3.2 Award Adjustments.The number of RSUs granted under this Award shalhe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafré€@ommon Stock are hereafter increased, decreasethged into or exchanged for a diffe
number or kind of shares of Common Stock or foeosecurities of the Company or of another corpamaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengade in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such amithti (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdmas imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in stricimgiance with the provisions of this Agreement tbalvoid.
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4. PAYMENT OF TAX WITHHOLDING AMOUNTS . To the extent the Company is responsible for wilthing income taxes, upon the ves
of the Award Recipient must pay to the Company ekenadequate provision for the payment of all Tasthtélding. If the Award is scheduled to v
during a period in which trading is not permitteader the Company’s insider trading policy (a “Blauk Period”),to satisfy the Tax Withholdir
requirement, Recipient irrevocably elects to setfle Tax Withholding obligation for an Award thagsts in a Blackout Period by the Comg
withholding a number of Shares otherwise delivezalgon vesting having a market value sufficiergatisfy the statutory minimum tax withholding
Recipient. If the Company later determines thatitamthl Tax Withholding was or has become requibegond any amount paid or provided foi
Recipient, Recipient will pay such additional ambtmthe Company immediately upon demand by the @om. If Recipient fails to pay the amo
demanded, the Company may withhold that amount fstirar amounts payable by the Company to Recipient.

5.  MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldheabinding upon and inure to the benefit of gagties hereto and th
respective successors and permitted assigns, benéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.

5.3 Governing Law.To the extent not preempted by federal law, thise&gient and the rights and obligations of the @attiereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabl¢h construction and enforcement of cont
wholly executed in Oregon by residents of Oregod wholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compeperisdiction located in the County of Multhomeththe State of Oregon and all parties hereto hy
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dion in Portlanc
Oregon. This includes not only disputes about tleammg or performance of the Agreement, but dispat®ut its negotiation, drafting, or execut
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightle novo review in Circuit Court and the arbidratay charge his or her standard arbitration
rather than the fees prescribed in the MulthomabnBoCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione ‘plarties expressly agree that they may choc
arbitrator who is not on the list provided by th@lMomah County Circuit Court Arbitration Departnbelout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arhtiopn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel &sues, including arbitrability, to award any ey, including permanent injunctive relief, ant
determine any request for costs and expenses ardartce with Section 5.5 of this Agreement. Thétetor's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and memk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.
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5.5 Attorney Fees If any suit, action, or proceeding is instituiedconnection with any controversy arising out lnitAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggaeand understanding of the parties hereto ipesof th
subject matter contained herein and supersedgsiail written or oral communications or agreemealtsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set fartbferred to herein.

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of ProvisionsIn the event that any provision hereof is foundalitv or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallaiemvalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporaez@in by reference. Except as otherwise set
herein, this Agreement shall be construed in aawd with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time pard to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextinims under them, and its decision shall be fipialding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant tg thijreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtfied mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to Riggit, to the address maintained by the persoreqriment, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granal
Recipient does not wish to accept this Agreemeatifent will be deemed to have accepted this Agee and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementidba construed as giving Recipient any right tc
retained, in any position, as an employee of then@my or any Subsidiary.
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Recipient and the Company have executed this Ageaesffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.

By:
Chris Holzshu, CF(

* Please take the time to read and understand thid\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Larissa McAlister in witing.
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(for nonemployee directors

LITHIA MOTORS, INC.
RESTRICTED STOCK UNIT AGREEMENT
(Time Vesting)

This Restricted Stock Unit Agreement (“Agreemeng’)entered into pursuant to the 2013 Amended arsilaRel Stock Incentive Plan (
“Plan”) adopted by the Board of Directors and Shalders of Lithia Motors, Inc., an Oregon corparatithe “Company”)as amended from time
time. Unless otherwise defined herein, capitalizgths in this Agreement have the meanings givehdm in the Plan. Any inconsistency between
Agreement and the terms and conditions of the Rifitbe resolved in accordance with the Plan.

“Recipient” [

Number of Restricted Stock Units “RSU<”) |

“Date of Grant” [

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant. The Company hereby awards to Recipient, and Retigiereby accepts, the RSUs specified above ortetims an
conditions set forth in this Agreement and the Rthe “Award”). Each RSU represents the right to receive one sifatéass A Common Stock of t
Company (a “Share’dn an applicable Settlement Date, as defined iti®et.3 of this Agreement, subject to the termghif Agreement and the Pl

1.2 Vesting. Subject to Recipient’'s continued service to tlen@any as a Director, the RSUs shall vest on thesd@ach, aVesting
Date”) and in the amounts provided in the followtagle:

Vesting Date Vesting of Vested RSUs
Award
May 1, 2014 25% _
August 1, 2014 25% _
November 1, 2014 25% _
March 1, 2015 25% _

Notwithstanding anything herein to the contrary fkward shall vest in full in the event Recipieatnains in service with the Company as a Dire
on the date of a Corporate Transaction.

1.3 Settlement of RSUsThere is no obligation for the Company to make payts or distributions with respect to RSUs excepttfie
issuance of Shares to settle vested RSUs afterapipticable Vesting Date. The Compasyissuance of one Share for each vested RSL
“Settlement”)may be subject to such conditions, restrictions @ndingencies as the Committee shall determinéeddrreceipt of the Shares is val
deferred pursuant to the RSU Deferral Plan effecfisnuary 1, 2012, RSUs shall be settled as sopraatcable after the applicable Vesting [
(each date of Settlement, a “Settlement Datal},in no event later than March 15 of the calerydar following the calendar year in which the \iteg
Date occurs Notwithstanding the foregoing, the payment datsforth in this Section 1.3 have been specif@dtie purpose of complying with 1
shortterm deferral exception under Section 409A of thierhal Revenue Code of 1986, and to the extentnpats are made during the peri
permitted under Section 409A (including applicabégiods before or after the specified payment dsgé¢gorth in this Section 1.3), the Company ¢
be deemed to have satisfied its obligations urftePian and shall be deemed not to be in breaith phyment obligations hereunder .




(for nonemployee directors

1.4 Termination of Recipient’s Service as a Dérctor.

(a) Forfeiture.In general, unless Recipiestservice to the Company as a Director is termiéhatéor to death or Disability, the unves
RSUs shall be forfeited upon the termination oftsgervice unless, in the sole discretion of the ®ittee, the Committee elects to accelerate A
vesting in whole or in part. If as a result of sadteleration Recipient becomes partially vestdusror her RSUs, the number of vested RSUs sk
rounded up to the next whole RSU.

(b) Death or Disability.If Recipient’s service to the Company as a Diredtyminates as a result of Recipisntleath or Disabilit
Recipient shall become fully vested in the entingafd. The Vesting Date for additional RSUs vesting unithés Section 1.4(b) shall be the dat:
Recipient’s death or Disability.

Notwithstanding anything in this Agreement to tleatrary, in no event will any Settlement occur ptiw the applicable Vesting Da(i.e., the Vestin
Date set forth in Section 1.2 unless the VestinteDmearlier pursuant to Section 1.4 as a re$ieaipient’s death or Disability).

2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedinpany. Recipient is not relying on any representation,reusty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemn tax and financial advice with regard to tedera
and state tax considerations resulting from Renoifsaeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thessgsbrtior
of the Award. Recipient understands that the Comp#m the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Sedttem

2.3 Agreement to Enter into Lock-Up Agreement wth an Underwriter. Recipient understands and agrees that wheneveZdhgan'
undertakes a firmly underwritten public offering itd securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposepfsgcurities of the Company owned or controlleRegipient, including any the RSUs, provided
such restriction will not extend beyond 12 montimsif the effective date of the registration stateifiged in connection with such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSUd£xcept for a transfer upon Recipientleath, Recipient agrees for himself or hersédf,dn he
executors, administrators and other successorstémest that none of the RSUs, nor any intetlestein, may be voluntarily or involuntarily sc
transferred, assigned, donated, pledged, hypot@catotherwise disposed of, gratuitously or fansgideration prior to their vesting in accordancéh
this Agreement.




(for nonemployee directors

3.2 Award Adjustments.The number of RSUs granted under this Award shalihe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafré€@ommon Stock are hereafter increased, decreabethged into or exchanged for a diffe
number or kind of shares of Common Stock or foeotecurities of the Company or of another corpomaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengade in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such amititi (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdmas imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in stricimgiance with the provisions of this Agreement tbalvoid.

4, PAYMENT OF TAX WITHHOLDING AMOUNTS. To the extent the Company is responsible for wiltiing income taxes, upon the vest
of the Award Recipient must pay to the Company aekenadequate provision for the payment of all TashWélding. If the Award is scheduled to v
during a period in which trading is not permitteddar the Company’s insider trading policy (a “Blauk Period”),to satisfy the Tax Withholdir
requirement, Recipient irrevocably elects to setfle Tax Withholding obligation for an Award thagsts in a Blackout Period by the Comg
withholding a number of Shares otherwise delivezalgon vesting having a market value sufficiergatisfy the statutory minimum tax withholding
Recipient. If the Company later determines thatitamithl Tax Withholding was or has become requibegond any amount paid or provided foi
Recipient, Recipient will pay such additional ambtmthe Company immediately upon demand by the @om. If Recipient fails to pay the amo
demanded, the Company may withhold that amount fstirar amounts payable by the Company to Recipient.

5.  MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldheabinding upon and inure to the benefit of gagties hereto and th
respective successors and permitted assigns, benéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.

5.3 Governing Law.To the extent not preempted by federal law, thise&gient and the rights and obligations of the @attiereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabl¢h construction and enforcement of cont
wholly executed in Oregon by residents of Oregod aholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compgjerisdiction located in the County of Multhomaththe State of Oregon and all parties hereto ty
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.




(for nonemployee directors

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dion in Portlanc
Oregon. This includes not only disputes about tleammg or performance of the Agreement, but dispat®ut its negotiation, drafting, or execut
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightde novo review in Circuit Court and the arbitramay charge his or her standard arbitration
rather than the fees prescribed in the Multnomabn@oCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione Plarties expressly agree that they may choc
arbitrator who is not on the list provided by thelMomah County Circuit Court Arbitration Departneout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arhtiopn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel &sues, including arbitrability, to award any ey, including permanent injunctive relief, ant
determine any request for costs and expenses ardarce with Section 5.5 of this Agreement. Thétetor's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and memk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action, or proceeding is institutedconnection with any controversy arising out liistAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtjieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggeeand understanding of the parties hereto ipesof thi
subject matter contained herein and supersedgsiail written or oral communications or agreemeaitsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set farteferred to herein.

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of Provisionsln the event that any provision hereof is foundaiity or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallai@anwalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporaez@in by reference. Except as otherwise set
herein, this Agreement shall be construed in acwed with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time parg to the Plan. The Committee shall have thd &nghority to interpret and construe the F
and this Agreement and to make any and all detextioins under them, and its decision shall be fibiaiding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant ts thgreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtified mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to RiEgit, to the address maintained by the persoremdrtinent, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granéai
Recipient does not wish to accept this Agreemeatifitent will be deemed to have accepted this Agerdg and will be bound by the terms of
Agreement and the Plan.




(for nonemployee directors

5.13 No Right of Continued ServiceNothing contained in the Plan or this Agreementldieconstrued as giving Recipient any right t
retained as a Director of the Company or in angotapacity.




(for nonemployee directors

Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.

By:
Chris Holzshu, CF(

* Please take the time to read and understand thid\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Larissa McAlister in witing.
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(non-executives, timeesting)

LITHIA MOTORS, INC.
RESTRICTED STOCK UNIT AGREEMENT
(Time Vesting)

This Restricted Stock Unit Agreement (“Agreemeng’)entered into pursuant to the 2013 Amended arsilaRel Stock Incentive Plan (
“Plan”) adopted by the Board of Directors and Shalders of Lithia Motors, Inc., an Oregon corparatithe “Company”)as amended from time
time. Unless otherwise defined herein, capitalizgths in this Agreement have the meanings givehdm in the Plan. Any inconsistency between
Agreement and the terms and conditions of the Rifie resolved in favor of the Plan.

“Recipient” [
Number of Restricted Stock Units “RSU<”) |

“Date of Grant” [

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant. The Company hereby awards to Recipient, and Retigiereby accepts, the RSUs specified above ortetims an
conditions set forth in this Agreement and the Rthe “Award”). Each RSU represents the right to receive one sifatéass A Common Stock of t
Company (a “Share’dn an applicable Settlement Date, as defined iti@et.3 of this Agreement, subject to the term¢hif Agreement and the Pl

1.2 Vesting. Subject to the continued employment of Recipigith the Company or any Subsidiary, 25 percenthef RSUs (rounded
the nearest whole RSU) shall vest on January tviatig each of the first, second, third, and fowtimiversaries of the Date of Grant (eachyastinc
Date”). The foregoing vesting schedule is illusithby the following table:

Anniversary Date Vesting of Vested RSUs
Award
25%
25%
25%
25%

_,_,_,_,
L = = [—
— [— [— [—
SNy NN N | E—

1.3 Settlement of RSUsThere is no obligation for the Company to make payts or distributions with respect to RSUs excepttfie
issuance of Shares to settle vested RSUs afterapipicable Vesting Date. The Compasyissuance of one Share for each vested RSL
“Settlement”)may be subject to such conditions, restrictions @ndingencies as the Committee shall determinéeddrreceipt of the Shares is val
deferred pursuant to the RSU Deferral Plan effecfisnuary 1, 2012, RSUs shall be settled as sopraatcable after the applicable Vesting [
(each date of Settlement, a “Settlement Datal},in no event later than March 15 of the calerydar following the calendar year in which the \iteg
Date occurs. Notwithstanding the foregoing, thenpawt dates set forth in this Section 1.3 have lspecified for the purpose of complying with
shortterm deferral exception under Section 409A of thierhal Revenue Code of 1986, and to the extentnpats are made during the peri
permitted under Section 409A (including applicabégiods before or after the specified payment dsgé¢gorth in this Section 1.3), the Company ¢
be deemed to have satisfied its obligations urtteePtan and shall be deemed not to be in breaith phyment obligations hereunder .
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1.4 Termination of Recipient’s Employment.

(@) Voluntary or Involuntary TerminatiofExcept as otherwise provided in this Section T.Reicipients employment with the Company
any Subsidiary terminates as a result of a volyrgainvoluntary termination, all outstanding unteesRSUs shall immediately be forfeited. Recig
shall not be treated as terminating employmeneififient is on an approved leave of absence.

(b) Death.If Recipient’'s employment with the Company or arnybSidiary terminates as a result of Recipierdeath, Recipient sh
become vested in a prorated number of RSUs. Thatea portion of the RSUs that is vested as of Rexf’'s death shall be the total number of R
multiplied by a fraction, the numerator of whichaifbe the number of full months elapsed from tleeDof Grant through the date of Recipisrdeatt
and the denominator of which shall be 48. The Wigsbate for additional RSUs vesting under this ®act.4(b) shall be the date of Recipiendeatt
Payment upon death shall be the total number akshzested as a result of this Section 1.4(b),aedlby the number of Shares previously deliver
Recipient.

(c) Disability. If Recipient becomes Disabled while employed by@wenpany or a Subsidiary, RSUs shall continue &t &e scheduled
Section 1.2 of this Agreement for so long as Recipiemains Disabled. If Recipient dies while DisdbSection 1.4(b) of this Agreement shall apply.

(d) Qualified Retirementlf Recipient terminates employment due to a QuadifRetirement, Recipient shall become vested imeafec
number of RSUs. A “Qualified Retirementieans Recipient voluntarily terminates employmentoafter Recipient attains age 65 and has at feas
complete years of employment with the Company d@udsidiary. The prorated portion of the RSUs tsavésted as of Recipieat'Qualifiec
Retirement shall be the total number of RSUs miidiipby a fraction, the numerator of which shalltbe number of full months elapsed from the |
of Grant through the date of RecipienQualified Retirement, and the denominator of Wishall be 48. The Vesting Date for additional RS¥sting
under this Section 1.4(d) shall be the date of edlRetirement. Payment upon Qualified Retirem&mll be the total number of shares vestec
result of this Section 1.4(d), reduced by the nundf&hares previously delivered to Recipient.

Notwithstanding anything in this Agreement to tloatrary, in no event will any Settlement occur ptimthe applicable Vesting Date (i.e., the Ves
Date set forth in Section 1.2 unless the VestinteDsmearlier pursuant to Section 1.4 as a re$iiegipient’s death or Qualified Retirement).

2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedinpany. Recipient is not relying on any representation,reusty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemn tax and financial advice with regard to tedefra
and state tax considerations resulting from Reotfseeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thesdgsbrtior
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Segttém
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2.3 Agreement to Enter into Lock-Up Agreement ith an Underwriter. Recipient understands and agrees that wheneveZdhepan
undertakes a firmly underwritten public offering it§ securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposegfsgcurities of the Company owned or controlleRegipient, including any the RSUs, provided
such restriction will not extend beyond 12 montiosif the effective date of the registration staterfiged in connection with such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSUg£xcept for a transfer upon Recipientieath, Recipient agrees for himself or hersé#f,dn he
executors, administrators and other successorsténest that none of the RSUs, nor any interesethemay be voluntarily or involuntarily so
transferred, assigned, donated, pledged, hypotdcatotherwise disposed of, gratuitously or fansideration prior to their vesting in accordancéh
this Agreement.

3.2 Award Adjustments.The number of RSUs granted under this Award shalhe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafr€@ommon Stock are hereafter increased, decreabethged into or exchanged for a diffe
number or kind of shares of Common Stock or foeosecurities of the Company or of another corpamaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengaide in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such aatthti (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdras imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in stricingiance with the provisions of this Agreement sbalvoid.

4. PAYMENT OF TAX WITHHOLDING AMOUNTS. To the extent the Company is responsible for wilthing income taxes, upon the ves
of the Award Recipient must pay to the Company akenadequate provision for the payment of all TashWélding. If the Award is scheduled to v
during a period in which trading is not permitteddar the Company’s insider trading policy (a “Blauk Period”),to satisfy the Tax Withholdir
requirement, Recipient irrevocably elects to setitie Tax Withholding obligation for an Award tha¢sts in a Blackout Period by the Comg
withholding a number of Shares otherwise deliveralfion vesting having a market value sufficiergdtisfy the statutory minimum tax withholding
Recipient. If the Company later determines thatitamtthl Tax Withholding was or has become requibegond any amount paid or provided fot
Recipient, Recipient will pay such additional ambtisnthe Company immediately upon demand by the fizom. If Recipient fails to pay the amo
demanded, the Company may withhold that amount fstirar amounts payable by the Company to Recipient.

5. MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldh@abinding upon and inure to the benefit of faeties hereto and th
respective successors and permitted assigns, Bbhenéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.
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5.3 Governing Law.To the extent not preempted by federal law, thiseggient and the rights and obligations of the @attereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabléh® construction and enforcement of cont
wholly executed in Oregon by residents of Oregod aholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compgjerisdiction located in the County of Multhomaththe State of Oregon and all parties hereto ty
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dtion in Portlanc
Oregon. This includes not only disputes about tleamng or performance of the Agreement, but dispat®ut its negotiation, drafting, or execut
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightde novo review in Circuit Court and the arbitramay charge his or her standard arbitration
rather than the fees prescribed in the Multnomabn@oCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione Plarties expressly agree that they may choc
arbitrator who is not on the list provided by th@lMomah County Circuit Court Arbitration Departnbelout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arhtipn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel &sues, including arbitrability, to award any iy, including permanent injunctive relief, ant
determine any request for costs and expenses ardartce with Section 5.5 of this Agreement. Théttor's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and megk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action, or proceeding is institutedconnection with any controversy arising out liistAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggaeand understanding of the parties hereto ipesof th
subject matter contained herein and supersedgsiail written or oral communications or agreemeaitsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set farteferred to herein.

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of ProvisionsIn the event that any provision hereof is foundalitv or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallaiervalid and enforceable according to its terms.




(non-executives, timeesting)

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporagz@in by reference. Except as otherwise set
herein, this Agreement shall be construed in acwed with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time par# to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextinims under them, and its decision shall be fipialding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant tg thijreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtfied mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to Riggit, to the address maintained by the persoreqriment, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granai
Recipient does not wish to accept this Agreemeatifent will be deemed to have accepted this Agee and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementldba construed as giving Recipient any right tc
retained, in any position, as an employee of then@my or any Subsidiary.
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Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.

By:
Chris Holzshu, CF(

* Please take the time to read and understand thid\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Larissa McAlister in witing.



Exhibit 10.3.7

(Senior Executives, 2015 Performance- and Twesting)

LITHIA MOTORS, INC.
RESTRICTED STOCK UNIT AGREEMENT
(2015 Performance- and Time-vesting)

This Restricted Stock Unit AgreementAgreement”) is entered into pursuant to the 2013 AmendedRestated Stock Incentive Plan (the “
Plan ") adopted by the Board of Directors and Sharehsladé Lithia Motors, Inc., an Oregon corporationgt' Company ”), as amended from time
time. Unless otherwise defined herein, capitaliwgths in this Agreement have the meanings givehdm in the Plan. Any inconsistency between
Agreement and the terms and conditions of the Rilirbe resolved in favor of the Plan. Compensatiaid pursuant to this Agreement is intende
qualify as performance-based compensation undeio8el62(m) of the Internal Revenue Code of 1986 (tCode”).

“Recipient” [
Number of Restricted Stock Units “RSU<”) [

“Date of Grant” January ], 2015

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant. The Company hereby awards to Recipient, and Retigiereby accepts, the RSUs specified above ortetimes an
conditions set forth in this Agreement and the Rtae “Award ”). Each RSU represents the right to receive one sifatdass A Common Stock

the Company (a Share”) on an applicable Settlement Date, as defined iti@et.3 of this Agreement, subject to the termshef Agreement and t
Plan.

1.2 Forfeiture; Vesting; Clawback. The RSUs are subject to forfeiture in accordamitie the performance criteria specified in Sectio®
(a) of this Agreement. Any RSUs not forfeited wilist according to the schedule set forth in Secti@fb) of this Agreement. The RSUs, the SF
issued upon vesting of the RSUs and any proceedévesl upon the sale of the Shares are subjeectwvery by the Company as specified in Se:
1.2(c) of this Agreement.

(a) Forfeiture.

(i) The RSUs are subject to forfeiture basednenCompany’s 2015 Pro Forma earnings per shiaee’ @015 Pro Forma EPS).
The number of RSUs that will be forfeited is deteraad according to the highest earnings per shaeshbld set forth on the table below (each, an *
EPS Threshold”) that the 2015 Pro Forma EPS meets or exceeds.able lielow specifies the applicable percentageSiffRthat will be retaine
(the “ Earned RSUs"), subject to adjustment as provided in Section 1({@aat the specified EPS Threshold. When the Cadttesn certifies th
number of Earned RSUs as provided in Section Xif)all RSUs that are not Earned RSUs are foefei

EPS Threshold Percentage of Earned RSUJ

$ 6.09 (highest) 100.0%

$5.95 87.5%

$5.80 75.0%

$5.66 62.5%

$5.51 50.0%

$0.01 30.0%

$ 0.00 or negative earnings 0.0%

share (lowest)
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(i)  If the 2015 Pro Forma EPS is at least $hd falls between the EPS Thresholds specifi¢ddnable above, the percentag
Earned RSUs will be determined on a pata basis and the number of Earned RSUs will baded to the nearest whole RSU. If the 2015 Prong
EPS is positive but less than $5.51, the percerdbfarned RSUs will not exceed 30%.

Example 1:If the 2015 Pro Forma EPS is $5.71, the percentddearned RSUs would be 62.5% plus an additionatqregag
calculated as follows: (a) the amount by which 2818 Forma EPS exceeds the highest applicable BRSHold multiplied by (I
a fraction, (i) the numerator of which is 12.5% dhe (ii) denominator of which is the differencaveeen the highest applicable E
Threshold and the next-highest EPS Threshold thatexceeded (in this example, $5.80 - $5.66 = $0.14

$0.05 (12.5%/$0.14) = 4.5%

The resulting percentage of Earned RSUs correlatiran EPS of $5.71 would be 67.0%. If the Awarden®,000 RSUSs,
the number of Earned RSUs would be 67.0% of 1,608,70 RSUs. The number of forfeited RSUs wouldL{®0 minus
670, or 330. The Earned RSUs would be subjecteaosésting according to the schedule specified ti@e 1.2(b) of this
Agreement.

(iii)y  The 2015 Pro Forma EPS will be calculatgddeducting from the Comparsytonsolidated diluted income (loss) per shat
set forth in the audited consolidated statemernh@dme for the Company and its subsidiaries forab#5 fiscal year, nooperational transactions
disposal activities, for example:

i. asset impairment and disposal g:

ii. gains or losses on the sale of real estate orss

iii. gains or losses on equity investme

iv. reserves for real estate leases, Company-owerdce contracts (e.g., lifetime oil), and leggdtters; and
V. related income tax adjustments for any of the ab

As soon as practicable, the Director of Internatlidof the Company shall calculate the 2015 Prai@EPS, and shall submit those calculations t
Committee. At or prior to the regularly scheduledating of the Committee held in the first fiscalager of 2016, the Committee shall certify
writing (which may consist of approved minutes loé imeeting) the 2015 Pro Forma EPS and the nuniliearaed RSUs. Unless otherwise reqt
under this Agreement, no Shares or other amouats st delivered or paid unless the Committee fiestthe 2015 Pro Forma EPS and the numkt
Earned RSUs. The Committee may reduce the amouheafompensation payable upon the attainmenteop#infformance goals based on such fa
as it deems appropriate, including subjective fiacto
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(b)  Vesting. Subject to the continued employment of Recipwitth the Company or any Subsidiary, (i) 25% of Bened RSUs shall v¢
on the date that the Committee certifies the nunabétarned RSUs and (ii) the remaining Earned RShigl vest on the dates set forth in the t
below (each, a ¥esting Date”). The number of Shares to which Recipient is entidadeach Vesting Date shall be rounded up to tlagese whol
Share (except for the last Vesting Date, on whitheaaining RSUs shall vest).

Vesting Date Vesting of
Award
January 1, 2017 25%
January 1, 2018 25%
January 1, 2019 25%

Example 2if there are 670 Earned RSUs, and the Committeidfiesrthe number of Earned RSUs on February 162€1e Earne
RSUs would vest and entitle Recipient to receivar&$, subject to continued employment, as follows.

Vesting Date Vesting of Shares
Award
February 1, 2016 25% 168
January 1, 2017 25% 168
January 1, 2018 25% 168
January 1, 2019 25% 166

(c) Clawback. If the Company’s financial statements are redtateany time within three years after the Comnaittertifies the number of
Earned RSUs under Section 1.2(a)(iii) of this Agneat, the 2015 Pro Forma EPS shall be recalcu{#ttedesulting number, theRecalculated 2015
Pro Forma EPS”) based on the restated financial statementbaded on the Company’s restated financial statesngmg Recalculated 2015 Pro
Forma EPS is less than the 2015 Pro Forma EP$h#n&ommittee previously certified, (i) any EariR8Us subject to vesting shall be adjusted to
reflect the number of RSUs that would have beem&hRSUs based on the Recalculated 2015 Pro For8aakd (ii) Recipient shall repay to the
Company a number of Shares calculated by subtmattismnumber of Shares Recipient should have reddiased on the Recalculated 2015 Pro F
EPS from the number of Shares Recipient receiveeuthis Award (the Excess Share¥) and any dividend paid on the Excess Shares"(#ecess
Dividends™). If any Excess Shares are sold by Recipientiigefioe Company’s demand for repayment (including $imares withheld for taxes under
Section 4 of this Agreement), Recipient shall remathe Company 100% of the proceeds of such sadales. The Committee may, in its sole
discretion, reduce the amount to be repaid by Remipo take into account the tax consequencesdlf eepayment for Recipient. No additional RSUs
shall be deemed Earned RSUs based on Recalculdi&d2o Forma EPS.

If any portion of the Excess Shares and ExcesgiBinds was deferred under the RSU Deferral PlactaféeJanuary 1, 2012 (theDeferral
Plan ™), that portion shall be recovered by canceling @mounts so deferred under the Deferral Plan apdiaidends or other earnings credited under
the Deferral Plan with respect to such cancelleduts. The Company may seek direct repayment frenigient of any Excess Shares, Excess
Dividends and proceeds not so recovered and malgetextent permitted by applicable law, offsettsamounts against any compensation or other
amounts owed by the Company to Recipient. In pagi¢c such amounts may be recovered by offset agtia after-tax proceeds of deferred
compensation payouts under the Company's Defermedpénsation Plan, the Company’s Supplemental ExecRetirement Plan at the times such
deferred compensation payouts occur under the tefimse plans. Amounts that remain unpaid forertban 60 days after demand by the Company
shall accrue interest at the rate used from tirtarie for crediting interest under the Deferred @emsation Plan.
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1.3 Settlement of Earned RSUS here is no obligation for the Company to make pewts or distributions with respect to RSUs excey
the issuance of Shares to settle Earned RSUsthé&epplicable Vesting Date. The Company’s issuarficme Share for each vested Earned RSU ('
Settlement”) may be subject to such conditions, restrictions @mtingencies as the Committee shall determinéeddrreceipt of the Shares is val
deferred pursuant to the Deferral Plan, Earned R$id8 be settled as soon as practicable aftesppéicable Vesting Date (each date of Settlemeht, a
Settlement Date”), but in no event later than March 15 of the calengear following the calendar year in which the ‘#egtDate occur:
Notwithstanding the foregoing, the payment datésfargh in this Section 1.3 have been specifiedtfe purpose of complying with the sk-term
deferral exception under Code Section 409A, anth¢oextent payments are made during the periodsifted under Code Section 409A (includ
applicable periods before or after the specifieghpent dates set forth in this Section 1.3), the gamy shall be deemed to have satisfied its obtige
under the Plan and shall be deemed not to be achref its payment obligations hereunder .

1.4 Termination of Recipient's Employment.

(@) Voluntary or Involuntary TerminationExcept as otherwise provided in this Section if.Recipients employment with the Compe
or any Subsidiary terminates as a result of a walynor involuntary termination, all outstandingvested RSUs (whether or not determined t
Earned RSUs) shall immediately be forfeited. Rexipshall not be treated as terminating employrifidcipient is on an approved leave of absence.

(b) Death. If Recipient’'s employment with the Company or &uybsidiary terminates as a result of Recipgedgath that occurs on or a
January 1, 2016, Recipient shall become vestedproeated number of Earned RSUs. The proratedqonf the Earned RSUs that is vested ¢
Recipients death shall be the total number of Earned RSUspied by a fraction, the numerator of which dhz¢ the number of full months elap:
from the Date of Grant through the date of Recipgedeath, and the denominator of which shall beT#&. Vesting Date for additional RSUs ves
under this Section 1.4(b) shall be the date of plent’'s death. Payment upon death shall be the total eunflshares vested as a result of this Se
1.4(b), reduced by the number of Shares previadeliyered to Recipient.

(c) Disability . If Recipient becomes Disabled while employed by €Company or a Subsidiary, Earned RSUs shall moatio vest ¢
scheduled in Section 1.2 of this Agreement forssmlas Recipient remains Disabled. If Recipiens éibile Disabled, Section 1.4(b) of this Agreen
shall apply.

(d) Qualified Retirement If Recipient terminates employment due to a Qieali Retirement that occurs on or after Januar1,6
Recipient shall become vested in a prorated numbEarned RSUs. A “Qualified Retirementieans Recipient voluntarily terminates employmen
or after Recipient attains age 65 and has at feastcomplete years of employment with the Company Subsidiary. The prorated portion of
Earned RSUs that is vested as of Recipe@ualified Retirement shall be the total numbeEafned RSUs multiplied by a fraction, the numeraf
which shall be the number of full months elapsednfithe Date of Grant through the date of Recipe@ualified Retirement, and the denominatc
which shall be 48. The Vesting Date for additioR8Us vesting under this Section 1.4(d) shall bedht of Recipiens Qualified Retiremer
Payment upon Qualified Retirement shall be thel totenber of shares vested as a result of this @edti4(d), reduced by the number of Sh
previously delivered to Recipient.

Notwithstanding anything in this Agreement to tloatrary, in no event will any Settlement occur ptimthe applicable Vesting Date (i.e., the Ves
Date set forth in Section 1.2 unless the VestinteDsmearlier pursuant to Section 1.4 as a re$ieaipient’s death or Qualified Retirement).
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2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedinpany. Recipient is not relying on any representation,reusty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemin tax and financial advice with regard to tedefra
and state tax considerations resulting from Reoifsaeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thessgsbrtior
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Segttem

2.3 Agreement to Enter into Lock-Up Agreement vth an Underwriter. Recipient understands and agrees that wheneveZdhgan'
undertakes a firmly underwritten public offering itd securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposengfsecurities of the Company owned or controlledR&cipient, including any of the RSUs or
Shares, provided that such restriction will noteext beyond 12 months from the effective date ofréygstration statement filed in connection \
such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSURecipient agrees for himself or herself and hibarexecutors, administrators and other succest
interest that none of the RSUs, nor any interesgein, may be voluntarily or involuntarily soldatisferred, assigned, donated, pledged, hypotheot
otherwise disposed of, gratuitously or for consadien prior to their vesting in accordance witrstAigreement.

3.2 Award Adjustments.The number of RSUs granted under this Award shalhe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafré€@ommon Stock are hereafter increased, decreabeshged into or exchanged for a diffe
number or kind of shares of Common Stock or foeosecurities of the Company or of another corpamaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengaide in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such amititi (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdmas imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in stricimgiance with the provisions of this Agreement tbalvoid.

4. PAYMENT OF TAX WITHHOLDING AMOUNTS . To the extent the Company is responsible for wilthing income taxes, upon the vesi
of the Award Recipient must pay to the Company akenadequate provision for the payment of all TahWolding. If any RSUs are schedulec
vest during a period in which trading is not petedtunder the Compars/insider trading policy, to satisfy the Tax Withdiag requirement, Recipie
irrevocably elects to settle the Tax Withholdindigdtion by the Company withholding a number of &iseotherwise deliverable upon vesting havi
market value sufficient to satisfy the statutoryniimium tax withholding of Recipient. If the Compalayer determines that additional Tax Withholc
was or has become required beyond any amount pajtovided for by Recipient, Recipient will pay $uadditional amount to the Comp:
immediately upon demand by the Company. If Recipfails to pay the amount demanded, the Company wittyhold that amount from oth
amounts payable by the Company to Recipient.
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5.  MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldh&abinding upon and inure to the benefit of faeties hereto and th
respective successors and permitted assigns, benéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.

5.3 Governing Law.To the extent not preempted by federal law, thise&gient and the rights and obligations of the @attiereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabl¢h construction and enforcement of cont
wholly executed in Oregon by residents of Oregod aholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compgjerisdiction located in the County of Multhomaththe State of Oregon and all parties hereto ty
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dtion in Portlanc
Oregon. This includes not only disputes about tieamng or performance of this Agreement, but dispatbout its negotiation, drafting @xecution
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightle novo review in Circuit Court and the arbidratay charge his or her standard arbitration
rather than the fees prescribed in the MulthomabhnBoCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione ‘plarties expressly agree that they may choc
arbitrator who is not on the list provided by th@lMomah County Circuit Court Arbitration Departnbelout if they are unable to agree upon the s
arbitrator within 10 days of receipt of the Arbttoan Department list, they will ask the Arbitratidbepartment to make the selection for them.
arbitrator will have full authority to determinel @ésues, including arbitrability; to award any rxhy, including permanent injunctive relief; anc
determine any request for costs and expenses ardartce with Section 5.5 of this Agreement. Thétator's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and megk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action or proceeding is instituteddonnection with any controversy arising out aé tAgreement or tf
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtieement are inserted for convenience only &adl sot constitute
part hereof.
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5.7 Entire Agreement.This Agreement and the Plan embody the entire aggaeand understanding of the parties hereto ipesof th
subject matter contained herein and supersedgsiatl written or oral communications or agreemealtsof which are merged herein. There ar¢
restrictions, promises, warranties, covenants dettakings, other than those expressly set fortieferred to herein.

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of Provisionsln the event that any provision hereof is foundaiity or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallai@anwalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporagrein by reference. Except as otherwise set
herein, this Agreement shall be construed in aawd with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time parg to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextinims under them, and its decision shall be fipialding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant ts thgreement shall be in writing and shall be deethdy given if delivere
personally or by courier service, or if mailed ®rtified mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to RiEgit, to the address maintained by the persoremdrtinent, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granal
Recipient does not wish to accept this Agreemeatifent will be deemed to have accepted this Agee and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementidba construed as giving Recipient any right tc
retained, in any position, as an employee of then@amy or any Subsidiary.

[ Remainder of this page left blank intentiona]ly
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Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT

Signature

Type or Print Name:

Social Security Number:

COMPANY LITHIA MOTORS, INC.

By:
Name:
Title:

* Please take the time to read and understand this\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Larissa McAlister in witing.
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LITHIA MOTORS, INC.

RESTRICTED STOCK UNIT AGREEMENT
(2015 Long-term Performance-vesting)
This Restricted Stock Unit AgreementAgreement”) is entered into pursuant to the 2013 AmendedRestated Stock Incentive Plan (the “
Plan ") adopted by the Board of Directors and Sharehsladé Lithia Motors, Inc., an Oregon corporationgt' Company ”), as amended from time
time. Unless otherwise defined herein, capitaliwgths in this Agreement have the meanings givehdm in the PlanAny inconsistency between tl
Agreement and the terms and conditions of the Rilirbe resolved in favor of the Plan. Compensatiaid pursuant to this Agreement is intende
qualify as performance-based compensation undeio8el62(m) of the Internal Revenue Code of 1986 (tCode”).

“Recipient” [
Number of Restricted Stock Units “RSU<”) [

“Date of Grant” January ], 2015

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant.The Company hereby awards to Recipient and Retipiesepts the RSUs specified above on the termzamditions se
forth in this Agreement and the Plan (thAward "). Each RSU represents the right to receive one sifatéass A Common Stock of the Compan
“ Share”) on the Settlement Date (as defined in Sectidnof this Agreement), subject to the terms of fkiggeement and the Plan.

1.2 Forfeiture; Vesting.

(a) Forfeiture. The RSUs are subject to forfeiture in accordandé wie performance criteria specified in Sectio?(l). of this
Agreement. On the date that is six years and tm@eths after the Date of Grant, any RSUs that ate@sted are forfeited.

(b)  Vesting.Subject to the continued employment of Recipienthwliie Company or any Subsidiary, the RSUs shal,\and n
longer be subject to forfeiture, on the date tl@t Committee certifies that the Companyro Forma EPS (as defined in Section 1.2(c))tHe
Company’s most recently completed fiscal year metx@eeded $7.00 (theEPS Threshold”).

(c) Calculation of Pro Forma EPS" Pro Forma EPS” means the Company’'consolidated diluted income (loss) per sharse:
forth in the audited consolidated statement of inedor the Company and its subsidiaries for theafiyear, excluding nooperational transactions
disposal activities, for example:

i. asset impairment and disposal gain;

ii.  gains or losses on the sale of real esiastores;
iii. gains or losses on equity investment;

iv. related income tax adjustments.
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As soon as practicable after each fiscal yearDihector of Internal Audit of the Company shall@alkte the Pro Forma EPS, and shall submit
those calculations to the Committee. At or priottte regularly scheduled meeting of the Commitied im the first fiscal quarter, the Committee $hal
certify in writing (which may consist of approvedmates of the meeting) the Pro Forma EPS attaiaethe prior fiscal year. No Shares or other
amounts shall be delivered or paid unless the Cateencertifies the Pro Forma EPS. The Committee madyce the amount of the compensation
payable upon the attainment of the performancesgmaded on such factors as it deems appropriatading subjective factors.

1.3  Clawbacklf the Company’s financial statements are restati¢in three years after it is determined thatERS Threshold has been
met or exceeded, the EPS for the applicable petiatl be recalculated (the resulting number, tRetalculated EPS') based on the Company’s
restated financial statements. If the Recalcul&e8 is less than the EPS calculated before the @ayrgpfinancial statements were restated, Recipient
shall repay to the Company the number of Sharesileaéd by subtracting the number of Shares Redipieuld have received based on the
Recalculated EPS from the number of Shares Retipenrived (the Excess Shares) and any dividend paid on the Excess Shares"(tecess
Dividends™). If any Excess Shares are sold by Recipientiigefioe Company’s demand for repayment (including $imares withheld for taxes under
Section 4 of this Agreement), Recipient shall remathe Company 100% of the proceeds of such sadales. The Committee may, in its sole
discretion, reduce the amount to be repaid by Remipo take into account the tax consequencesdlf eepayment for Recipient.

If any portion of the Excess Shares and ExcessiBinds was deferred under the RSU Deferral PlactaféeJanuary 1, 2012 (theDeferral
Plan ™), that portion shall be recovered by canceling &mounts so deferred under the Deferral Plan apdiigidends or other earnings credited under
the Deferral Plan with respect to such cancelleduts. The Company may seek direct repayment frenigient of any Excess Shares, Excess
Dividends and proceeds not so recovered and malgetextent permitted by applicable law, offsettsamounts against any compensation or other
amounts owed by the Company to Recipient. In pagi¢c such amounts may be recovered by offset agtia after-tax proceeds of deferred
compensation payouts under the Company's Defermedp@nsation Plan or the Company’s Supplemental ixecRetirement Plan at the times such
deferred compensation payouts occur under the tefimse plans. Amounts that remain unpaid forertban 60 days after demand by the Company
shall accrue interest at the rate used from tirtarie for crediting interest under the Deferred @emsation Plan.

1.4 Settlement of RSUsThere is no obligation for the Company to make payts or distributions with respect to RSUs excepttfie
issuance of Shares to settle vested RSUs. The Gurspassuance of one Share for each vested RSBeftlement”) may be subject to su
conditions, restrictions and contingencies as tben@ittee shall determine. Unless receipt of ther&hés validly deferred pursuant to the Defe
Plan, RSUs shall be settled as soon as practiedtele they have vested (the date of Settlement; tBettlement Date”), but in no event later th
March 15 of the calendar year following the calengzar in which the RSUs vested. Notwithstandirg firegoing, the payment dates set forth in
Section 1.4 have been specified for the purposeoaiplying with the shorterm deferral exception under Code Section 409Al @nthe exter
payments are made during the periods permittedruddde Section 409A (including applicable periodéobe or after the specified payment date
forth in this Section 1.4), the Company shall berded to have satisfied its obligations under tt@ Rind shall be deemed not to be in breach
payment obligations hereunder.

1.5 Termination of Recipient's Employment; Extaded Leave of Absencelf Recipient's employment is terminated for any rea
including a voluntary or involuntary terminatiorr, @pon Recipiens death, Disability or retirement, any unvested R8Il be forfeited. If Recipient
on unpaid leave for more than six months, any uedeRSUs will be forfeited.
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2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedihpany. Recipient is not relying on any representation,raty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemn tax and financial advice with regard to tedefra
and state tax considerations resulting from Renoifsaeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thessgsbrtiot
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the SettlérnéiRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Sedttém

2.3 Agreement to Enter into Lock-Up Agreement wth an Underwriter. Recipient understands and agrees that wheneveZdhgan'
undertakes a firmly underwritten public offering it§ securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposengfsecurities of the Company owned or controlledR&cipient, including any of the RSUs or
Shares, provided that such restriction will noteext beyond 12 months from the effective date ofréggstration statement filed in connection \
such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSURecipient agrees for himself or herself and hibarexecutors, administrators and other succest
interest that none of the RSUs, nor any interesgein, may be voluntarily or involuntarily soldatisferred, assigned, donated, pledged, hypotheot
otherwise disposed of, gratuitously or for consadien prior to their vesting in accordance witrstAigreement.

3.2  Award Adjustments.The number of RSUs granted under this Award shalihe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafréommon Stock are hereafter increased, decreasehged into or exchanged for a diffe
number or kind of shares of Common Stock or foeotecurities of the Company or of another corpomaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengigde in shares of Common Stock or o
securities of the Company. If Recipient receiveg additional RSUs pursuant to the Plan, such amititi (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdmas imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in strictimiance with the provisions of this Agreement tbalvoid.

4. PAYMENT OF TAX WITHHOLDING AMOUNTS. To the extent the Company is responsible for wilthing income taxes, upon the ves
of the Award Recipient must pay to the Company akenadequate provision for the payment of all TaghtWolding. If any RSUs are schedulec
vest during a period in which trading is not petedtunder the Comparsgyinsider trading policy, to satisfy the Tax Withdiog requirement, Recipie
irrevocably elects to settle the Tax Withholdindigdition by the Company withholding a number of fisaotherwise deliverable upon vesting havi
market value sufficient to satisfy the statutorynimum tax withholding of Recipient. If the Compalager determines that additional Tax Withholc
was or has become required beyond any amount pajmtowvided for by Recipient, Recipient will pay suadditional amount to the Comp:
immediately upon demand by the Company. If Recipfails to pay the amount demanded, the Company wittyhold that amount from oth
amounts payable by the Company to Recipient.
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5. MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldheabinding upon and inure to the benefit of gagties hereto and th
respective successors and permitted assigns, benéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.

5.3 Governing Law.To the extent not preempted by federal law, thiseggient and the rights and obligations of the @attereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabléh® construction and enforcement of cont
wholly executed in Oregon by residents of Oregod wholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compeperisdiction located in the County of Multnomeththe State of Oregon and all parties hereto hy
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dion in Portlanc
Oregon. This includes not only disputes about teamng or performance of this Agreement, but dispatout its negotiation, drafting, or execu
The dispute will be determined by a single arbitrah accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightle novo review in Circuit Court and the arbitratay charge his or her standard arbitration
rather than the fees prescribed in the Multnomabn@oCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione Plarties expressly agree that they may choc
arbitrator who is not on the list provided by thelMomah County Circuit Court Arbitration Departneout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arhtiopn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel édsues, including arbitrability; to award any mehy, including permanent injunctive relief; anc
determine any request for costs and expenses ardarce with Section 5.5 of this Agreement. Thétetor's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and memk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restgaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action, or proceeding is institutedconnection with any controversy arising out liistAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtjieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggeeand understanding of the parties hereto ipesof th
subject matter contained herein and supersedgsiail written or oral communications or agreemealtsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set fartbferred to herein.
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5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskall be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of Provisionsln the event that any provision hereof is foundaiity or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallai@anwalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporagrein by reference. Except as otherwise set
herein, this Agreement shall be construed in a@wd with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time parg to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextinims under them, and its decision shall be fipialding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.

5.11 NoticesAll notices or other communications pursuant ts thgreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtified mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to Riggit, to the address maintained by the persoremdrtinent, or such other address as such parth
have furnished to the other party in writing.

5.12  Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granal
Recipient does not wish to accept this Agreemeatifent will be deemed to have accepted this Agee and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementidba construed as giving Recipient any right tc
retained, in any position, as an employee of then@amy or any Subsidiary.

[ Remainder of this page left blank intentiona]ly
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Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.
By:
Name:
Title:

* Please take the time to read and understand this\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Chris Holzshu in writing
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LITHIA MOTORS, INC.
RESTRICTED STOCK UNIT AGREEMENT
(2015 Time-vesting)

This Restricted Stock Unit AgreementAgreement”) is entered into pursuant to the 2013 AmendedRestated Stock Incentive Plan (the “
Plan ") adopted by the Board of Directors and Sharehsladé Lithia Motors, Inc., an Oregon corporationgt' Company ”), as amended from time
time. Unless otherwise defined herein, capitaliwgths in this Agreement have the meanings givehdm in the Plan. Any inconsistency between
Agreement and the terms and conditions of the Rlde resolved in favor of the Plan.

“Recipient” [
Number of Restricted Stock Units “RSU<”) [

“Date of Grant” January ], 2015

1. GRANT OF RESTRICTED STOCK UNIT AWARD

1.1 The Grant. The Company hereby awards to Recipient, and Retifiereby accepts, the RSUs specified above ortetimes an
conditions set forth in this Agreement and the Rtae “Award ”). Each RSU represents the right to receive one sifatdass A Common Stock
the Company (a Share”) on an applicable Settlement Date, as defined iti@et.3 of this Agreement, subject to the termshef Agreement and t
Plan.

1.2 Vesting. Subject to the continued employment of Recipigith the Company or any Subsidiary, the RSUs (redghtb the neare
whole RSU) shall vest on the dates set forth intdbée below (each, aVesting Date”).

Vesting Date Vesting of Vested RSUs
Award
January 1, 2016 25% [ ]
January 1, 2017 25% [ ]
January 1, 2018 25% [ ]
January 1, 2019 25% [ ]

1.3 Settlement of RSUsThere is no obligation for the Company to make pawts or distributions with respect to RSUs excepttlfie
issuance of Shares to settle vested RSUs aftepiplecable Vesting Date. The Company’s issuanaenef Share for each vested RSIB€ttlement”)
may be subject to such conditions, restrictions ematingencies as the Committee shall determindeddnreceipt of the Shares is validly defe
pursuant to the RSU Deferral Plan effective JandaR012, RSUs shall be settled as soon as prhtgiadter the applicable Vesting Date (each dz
Settlement, a ‘Settlement Date”), but in no event later than March 15 of the calendsar following the calendar year in which the VegtDate
occurs. Notwithstanding the foregoing, the paynuates set forth in this Section 1.3 have been fipedor the purpose of complying with the short-
term deferral exception under Section 409A of terhal Revenue Code of 1986, and to the extenhpats are made during the periods pern
under Section 409A (including applicable period®leor after the specified payment dates set fiorthis Section 1.3), the Company shall be dee
to have satisfied its obligations under the Plath strall be deemed not to be in breach of its paywigligations hereunder .
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1.4 Termination of Recipient’s Employment.

(@) Voluntary or Involuntary TerminatiofExcept as otherwise provided in this Section T.Reicipients employment with the Company
any Subsidiary terminates as a result of a volyrgainvoluntary termination, all outstanding unteesRSUs shall immediately be forfeited. Recig
shall not be treated as terminating employmeneififient is on an approved leave of absence.

(b) Death.If Recipient’s employment with the Company or ambSidiary terminates as a result of Recipieuiéath that occurs on or a
January 1, 2016, Recipient shall become vestedpim@ated number of RSUs. The prorated portiorhefRSUs that is vested as of Recipigmteatl
shall be the total number of RSUs multiplied byracfion, the numerator of which shall be the numdfeull months elapsed from the Date of Gi
through the date of Recipiesttieath, and the denominator of which shall beT48.Vesting Date for additional RSUs vesting urtties Section 1.4(t
shall be the date of Recipiestieath. Payment upon death shall be the total eunfbshares vested as a result of this Sectiofb)l .Aeduced by tf
number of Shares previously delivered to Recipient.

(c) Disability. If Recipient becomes Disabled while employed by@wenpany or a Subsidiary, RSUs shall continue &t &e scheduled
Section 1.2 of this Agreement for so long as Recipiemains Disabled. If Recipient dies while DisdbSection 1.4(b) of this Agreement shall apply.

(d)  Qualified Retirementlf Recipient terminates employment due to a QuadifRetirement that occurs on or after January 16,
Recipient shall become vested in a prorated numb&SUs. A “Qualified Retirement ” means Recipient voluntarily terminates employmenbt
after Recipient attains age 65 and has at leastclmmplete years of employment with the Compang Gubsidiary. The prorated portion of the R
that is vested as of RecipiestQualified Retirement shall be the total numbeR&Us multiplied by a fraction, the numerator ofiethshall be th
number of full months elapsed from the Date of Gthrough the date of RecipiestQualified Retirement, and the denominator of Wwtshall be 4¢
The Vesting Date for additional RSUs vesting urtiés Section 1.4(d) shall be the date of RecipgeQualified Retirement. Payment upon Quali
Retirement shall be the total number of sharesedeas a result of this Section 1.4(d), reducedheyriumber of Shares previously delivere
Recipient.

Notwithstanding anything in this Agreement to tloatrary, in no event will any Settlement occur ptimthe applicable Vesting Date (i.e., the Ves
Date set forth in Section 1.2 unless the VestinteDsmearlier pursuant to Section 1.4 as a re$iiegipient’s death or Qualified Retirement).

2. REPRESENTATIONS AND COVENANTS OF RECIPIENT

2.1 No Representations by or on Behalf of thedihpany. Recipient is not relying on any representation,raaty or statement made
the Company or any agent, employee or officer ctiire shareholder or other controlling person ef @ompany regarding the RSUs or this Agreen

2.2 Tax ConsiderationsThe Company has advised Recipient to seek Recipiemin tax and financial advice with regard to tedefra
and state tax considerations resulting from Reotfseeceipt of the Award and Recipienteceipt of the Shares upon Settlement of thesdgsbrtior
of the Award. Recipient understands that the Comptm the extent required by law, will report topappriate taxing authorities the paymen
Recipient of compensation income upon the Settlérn&iRSUs under the Award and Recipient shall belgaesponsible for the payment of
federal and state taxes resulting from such Segttém
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2.3 Agreement to Enter into Lock-Up Agreement ith an Underwriter. Recipient understands and agrees that wheneveZdhepan
undertakes a firmly underwritten public offering it§ securities, Recipient will, if requested to stw by the managing underwriter in such offel
enter into an agreement not to sell or disposengfsecurities of the Company owned or controlledR&cipient, including any of the RSUs or
Shares, provided that such restriction will noteext beyond 12 months from the effective date ofréygstration statement filed in connection \
such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED RSUS

3.1 No Transfers of Unvested RSURecipient agrees for himself or herself and hikarexecutors, administrators and other succegs
interest that none of the RSUs, nor any interesiein, may be voluntarily or involuntarily soldatrisferred, assigned, donated, pledged, hypotheot
otherwise disposed of, gratuitously or for considien prior to their vesting in accordance withstAigreement.

3.2 Award Adjustments.The number of RSUs granted under this Award shalihe discretion of the Committee, be subjectdjosimen
under the Plan in the event the outstanding shafr€@ommon Stock are hereafter increased, decreabethged into or exchanged for a diffe
number or kind of shares of Common Stock or foeosecurities of the Company or of another corpamaby reason of any reorganization, met
consolidation, reclassification, stock split upmtonation of shares of Common Stock, or dividengaide in shares of Common Stock or o
securities of the Company. If Recipient receiveyg additional RSUs pursuant to the Plan, such aatthti (or other) RSUs shall be deemed gre
hereunder and shall be subject to the same réstiscand obligations on the RSUs as originally tgdras imposed by this Agreement.

3.3 Invalid Transfers.Any disposition of the RSUs other than in stricingiance with the provisions of this Agreement sbalvoid.

4. PAYMENT OF TAX WITHHOLDING AMOUNTS. To the extent the Company is responsible for wilthing income taxes, upon the ves
of the Award Recipient must pay to the Company akenadequate provision for the payment of all TaghWolding. If any RSUs are schedulec
vest during a period in which trading is not petedtunder the Compars/insider trading policy, to satisfy the Tax Withdiag requirement, Recipie
irrevocably elects to settle the Tax Withholdindigdtion by the Company withholding a number of &iseotherwise deliverable upon vesting havi
market value sufficient to satisfy the statutorynimium tax withholding of Recipient. If the Compalayer determines that additional Tax Withholc
was or has become required beyond any amount pajmtowided for by Recipient, Recipient will pay suadditional amount to the Comp:
immediately upon demand by the Company. If Recipfails to pay the amount demanded, the Company wittyhold that amount from oth
amounts payable by the Company to Recipient.

5. MISCELLANEOUS PROVISIONS

5.1 Amendment and ModificationExcept as otherwise provided by the Plan, this Agrent may be amended, modified and supplem
only by written agreement of all of the partiesdter

5.2 AssignmentThis Agreement and all of the provisions hereofldh@abinding upon and inure to the benefit of faeties hereto and th
respective successors and permitted assigns, Bbhenéhis Agreement nor any of the rights, intésesr obligations hereunder shall be assigne
Recipient without the prior written consent of thempany.
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5.3 Governing Law.To the extent not preempted by federal law, thiseggient and the rights and obligations of the @attiereunder sh
be governed by and construed in accordance witlinteenal laws of the State of Oregon applicabléh® construction and enforcement of cont
wholly executed in Oregon by residents of Oregod wholly performed in Oregon. Any action or procegdbrought by any party hereto shall
brought only in a state or federal court of compeperisdiction located in the County of Multhomeththe State of Oregon and all parties hereto hy
submit to the in personal jurisdiction of such adar purposes of any such action or procedure.

5.4  Arbitration . The parties agree to submit any dispute arisimdeu this Agreement to final, binding, private &dion in Portlanc
Oregon. This includes not only disputes about teamng or performance of this Agreement, but dispatout its negotiation, drafting, or execu
The dispute will be determined by a single arbitrat accordance with the thexisting rules of arbitration procedure of Multndm@ounty, Oregc
Circuit Court, except that there shall be no rightle novo review in Circuit Court and the arbidratay charge his or her standard arbitration
rather than the fees prescribed in the Multnomabn@oCircuit Court arbitration procedures. The geding will be commenced by the filing of a ¢
complaint in Multnomah County Circuit Court andimgltaneous request for transfer to arbitratione plarties expressly agree that they may choc
arbitrator who is not on the list provided by thelMomah County Circuit Court Arbitration Departnteout if they are unable to agree upon the s
arbitrator within ten days of receipt of the Arhtiopn Department list, they will ask the Arbitrati®epartment to make the selection for them.
arbitrator will have full authority to determinel édsues, including arbitrability; to award any mehy, including permanent injunctive relief; anc
determine any request for costs and expenses ardarce with Section 5.5 of this Agreement. Thétetor's award may be reduced to final judgn
in Multhomah County Circuit Court. The complainirgarty shall bear the arbitration expenses and memk gheir recovery if it prevai
Notwithstanding any other provision of this Agreemean aggrieved party may seek a temporary restaiorder or preliminary injunction
Multnomah County Circuit Court to preserve thewsajuo during the arbitration proceeding.

5.5 Attorney Fees If any suit, action, or proceeding is institutedconnection with any controversy arising out liistAgreement or tt
enforcement of any right hereunder, the prevaitiagy will be entitled to recover, in addition tosts, such sums as the court or arbitrator maydge
reasonable as attorney fees, including fees orappgal.

5.6 HeadingsThe headings of the sections and subsections ®fAtjieement are inserted for convenience only &adl sot constitute
part hereof.

5.7 Entire Agreement.This Agreement and the Plan embody the entire aggeeand understanding of the parties hereto ipesof thi
subject matter contained herein and supersedgsiail written or oral communications or agreemealtsof which are merged herein. There ar¢
restrictions, promises, warranties, covenantsndettakings, other than those expressly set fartbferred to herein.

5.8 No Waiver.No waiver of any provision of this Agreement or aights or obligations of any party hereunder shalleffective, exce
pursuant to a written instrument signed by theypartparties waiving compliance, and any such waskell be effective only in the specific insta
and for the specific purpose stated in such writing

5.9 Severability of Provisionsln the event that any provision hereof is foundaiit/ or unenforceable pursuant to judicial decre
decision, the remainder of this Agreement shallai@anwalid and enforceable according to its terms.

5.10 Incorporation by Reference, EtcThe provisions of the Plan are hereby incorporagr@in by reference. Except as otherwise set
herein, this Agreement shall be construed in aawd with the provisions of the Plan and any intggtions, amendments, rules and regula
promulgated by the Committee from time to time pard to the Plan. The Committee shall have thd &nghority to interpret and construe the |
and this Agreement and to make any and all detextioins under them, and its decision shall be fibiaiding and conclusive upon Recipient and h
her legal representative in respect to any questoising under the Plan or this Agreement.
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5.11 NoticesAll notices or other communications pursuant ts thgreement shall be in writing and shall be deethéy given if delivere
personally or by courier service, or if mailed ®rtified mail, return receipt requested, prepaid addressed to the Company executive offices 1
attention of the Corporate Secretary, or if to Riggit, to the address maintained by the persoreqriment, or such other address as such parth
have furnished to the other party in writing.

5.12 Acceptance of Agreementinless Recipient notifies the Corporate Secretarwiiting within 14 days after the Date of Granai
Recipient does not wish to accept this Agreemeatifitent will be deemed to have accepted this Agerdg and will be bound by the terms of
Agreement and the Plan.

5.13 No Right of EmploymentNothing contained in the Plan or this Agreementidba construed as giving Recipient any right tc
retained, in any position, as an employee of then@amy or any Subsidiary.

[ Remainder of this page left blank intentiona]ly
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Recipient and the Company have executed this Ageaeeffective as of the Grant Date.

RECIPIENT
Signature
Type or Print Name:
Social Security Number:
COMPANY LITHIA MOTORS, INC.

By:
Chris Holzshu, CF(

* Please take the time to read and understand thid\greement. If you have any specific questions or daot fully understand any of the
provisions, please contact Larissa McAlister in witing.



EXHIBIT 12

RATIO OF EARNINGS TO COMBINED FIXED CHARGES
The following table shows the ratio of earningstaonbined fixed charges for us and our consolidatdx$idiaries for the dates indicated.

(Dollars in Thousands)
Year Ended December 31,

2014 2013 2012 2011 20 10

Earnings

Income from continuing operations

before income taxes $ 210,49 $ 165,78¢ $ 128,45 $ 88,27( $ 22,21

Fixed charges 29,79’ 25,82( 27,38: 26,86¢ 29,40:

Amortization of capitalized interest 287 28C 27€ 27C 26€

Capitalized interest (407) (85) (299) (169) -
Total earnings $ 240,17. $ 191,80: $ 155,82( $ 115,24: $ 51,88:
Fixed Charges

Floor plan interest expense $ 13,86: $ 12,37: $ 12,81¢ $ 10,36: $ 10,15¢

Other interest expen$b 10,74: 8,35( 9,621 12,87¢ 14,52:

Capitalized interest costs 407 85 294 162 =

Interest component of rent expense 4,787 5,012 4,65( 3,461 4,72%
Total fixed charges $ 29,797 $ 25,82( $ 27,38. $ 26,86¢ $ 29,40:
Ratio of earnings to fixed charges 8.1x 7.4x 5.7x 4.3x 1.8x

(1) Other interest expense includes amortizatiotetit issuance costs

For purposes of these ratios, “earnings” consisinobme from continuing operations before incomee$aand fixed charges, and “fixed charges”
consist of interest expense on indebtedness aridtérest component of rental expense, and amdédizaf debt discount and issuance expenses.

We did not have any preferred stock outstandingHerperiods presented above, and therefore tfees rat earnings to combined fixed charges
preferred stock dividends would be the same asdties of earnings to combined fixed charges preskeabove.



LIST OF SUBSIDIARIES
(as of December 31, 2014)

EXHIBIT 21

NAME OF ENTITY

STATE OF ORIGIN

IASSUMED BUSINESS NAME(S)
(if different than entity name)

Lithia Imports of Anchorage, Inc. Alaska Lithia Hyundai of Anchorage
Lithia Kia of Anchorage
Lithia Anchorage Auto Body
Lithia NA, Inc. Alaska BMW of Anchorage
MINI of Anchorage
Lithia of Anchorage, Inc. Alaska Lithia Chrysler Jeep Dodge of Anchorage
Lithia Value Autos
Lithia of Fairbanks, Inc. IAlaska Chevrolet of Fairbanks
Chevrolet Buick GMC of Fairbanks
Lithia of South Central AK, Inc. IAlaska Chevrolet of South Anchorage
Chevrolet of Wasilla
Saab of South Anchorage
Lithia of Wasilla, LLC Alaska Lithia Chrysler Jeep Dodge Ram of Wasilla
DCH (Oxnard) Inc. California DCH Honda of Oxnard
Honda of Oxnard
Supercraft Auto Body & Paint
DCH Used Car Superstore
DCH CALLC California DCH Acura of Temecula
DCH Acura Temecula
DCH California Investments LLC California
DCH California Motors Inc. California DCH Toyota of Oxnard
Toyata of Oxnard
DCH Scion of Oxnard
DCH Del Norte, INC. California DCH Lexus of Oxnard
Lexus of Oxnard
DCH Lexus of Santa Barbara
DCH Korean Imports LLC California DCH Kia of Temecula
DCH Lemon Grove Inc. California
DCH Mission Valley LLC California DCH Honda of Mission Valley
DCH Oxnard 1521 Imports Inc. California DCH Audi of Oxnard
IAudi of Oxnard
DCH Simi Valley Inc. California DCH Toyota of Simi Valley
Toyota of Simi Valley
DCH Scion of Simi Valley
DCH Temecula Imports LLC California DCH Honda of Temecula
DCH Honda Temecula
DCH Temecula Motors LLC California DCH Chrysler Jeep Dodge of Temecula
DCH Chrysler Jeep of Temecula
DCH Dodge of Temecula
DCH Torrance Imports Inc. California DCH Toyota of Torrance

DCH Scion of Torrance
Torrance Toyota
Torrance Scion

Toyota Scion
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Downey Motors Inc. California
Lithia CIMR, Inc. California Lithia Chevrolet of Redding
Lithia FMF, Inc. California Lithia Ford of Fresno
Lithia Ford Lincoln of Fresno
Lithia Fresno, Inc. California Lithia Subaru of Fresno
Fresno Mitsubishi
Lithia JEF, Inc. California Lithia Hyundai of Fresno
Lithia MMF, Inc. California Lithia Mazda of Fresno
Lithia Suzuki of Fresno
Lithia NC, Inc. California Nissan of Clovis
Lithia NF, Inc. California Lithia Nissan of Fresno
Lithia of Eureka, Inc. California Lithia Chrysler Jeep Dodge of Eureka
Lithia of Lodi, Inc. California Lodi Toyota
Lodi Scion
Lithia of Santa Rosa, Inc. California Lithia Chrysler Jeep Dodge of Santa Rosa
Lithia of Stockton, Inc. California Nissan of Stocktor
Kia of Stockton
Lithia of Stockton-V, Inc. California \Volkswagen of Stockton
Lithia of Walnut Creek, Inc. California Diablo Subaru of Walnut Creek
Lithia Sea P, Inc. California Porsche of Monterey
Lithia Seaside, Inc. California BMW of Monterey
Lithia TR, Inc. California Lithia Toyota of Redding
Lithia Scion of Redding
Lithia VF, Inc. California \Volvo of Fresno
LLL Sales CO LLC California DCH Gardena Honda
Gardena Honda
Gardena Honda, a DCH Company
IAll-Savers Auto Sales & Leasing
Tustin Motors Inc. California Honda Acura
DCH Tustin Acura
Tustin Acura
Dah Chong Hong CA Trading LLC Delaware
DCH Auto Group (USA) Inc. Delaware
DCH CA Team Member Services LLC Delaware
DCH Delaware LLC Delaware
DCH Holdings LLC Delaware
DCH LI Motors LLC Delaware
DCH Mamaroneck LLC Delaware DCH Toyota City
DCH Scion City
DCH Midland LLC Delaware
DCH NJ Team Member Services Corporation |Delaware
DCH North America Inc. Delaware
DCH NY Imports LLC Delaware
DCH NY Motors LLC Delaware DCH Wappingers Falls Toyota
DCH Wappingers Falls Auto Group
DCH NY Team Member Services LLC Delaware
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DCH TL Holdings LLC Delaware
DCH TL NY Holdings LLC Delaware
Lithia of Honolulu-BGMCC, LLC Hawaii Honolulu Buick GMC
Honolulu Buick GMC Cadillac
Honolulu Cadillac
Lithia of Honolulu-V, LLC Hawaii Honolulu Volkswagen
Lithia of Maui-H, LLC Hawaii Island Honda
Lithia CCTF, Inc. Idaho Chevrolet of Twin Falls
Lithia Ford of Boise, Inc. Idaho Lithia Ford of Boise
Lithia Ford Lincoln of Boise
IAuto Credit of Idaho
Lithia Body & Paint of Boise
Lithia of Pocatello, Inc. Idaho Lithia Chrysler Jeep Dodge of Pocatello
Lithia Hyundai of Pocatello
Lithia Dodge Trucks of Pocatello
Lithia of TF, Inc. Idaho Lithia Chrysler Jeep Dodge of Twin Falls
Lithia Poca-Hon, Inc. Idaho Honda of Pocatello
Lithia AcDM, Inc. lowa IAcura of Johnston
Lithia HDM, Inc. lowa Honda of Ames
Lithia MBDM, Inc. lowa Mercedes Benz of Des Moines
European Motorcars Des Moines
Lithia NDM, Inc. lowa Lithia Nissan of Ames
Lithia of Des Moines, Inc. lowa BMW of Des Moines
European Motorcars Des Moines
Lithia Body and Paint of Des Moines
Lithia VAuDM, Inc. lowa IAudi Des Moines
Lithia Volkswagen of Des Moines
IAssured Used Cars & Trucks
Lithia Audi of Des Moines
Lithia CDH, Inc. Montana Lithia Chrysler Jeep Dodge of Helena
Lithia HGF, Inc. Montana Honda of Great Falls
Lithia of Billings Il LLC Montana Lithia Toyota of Billings
Lithia Scion of Billings
Lithia of Billings, Inc. Montana Lithia Chrysler Jeep Dodge of Billings
Lithia of Great Falls, Inc. Montana Lithia Chrysler Jeep Dodge of Great Falls
Lithia of Helena, Inc. Montana Chevrolet of Helena
Lithia of Missoula Il LLC Montana Lithia Toyota of Missoula
Lithia Scion of Missoula
Lithia of Missoula, Inc. Montana Lithia Chrysler Jeep Dodge of Missoula
Lithia Auto Center of Missoula
Lithia Reno Sub-Hyun, Inc. Nevada Lithia Reno Subaru
Lithia Body & Paint
Lithia SALMIR, Inc. Nevada Lithia Volkswagen of Reno
Lithia Hyundai of Reno
Lithia Chrysler Jeep of Reno
Dah Chong Hong Trading Corporation New Jerse)
Daron Motors LLC New Jerse) DCH Academy Honda
IAcademy Honda
DCH Bloomfield LLC New Jerse) DCH Bloomfield BMW

DCH Essex BMW
Essex BMW
BMW of Bloomfield

Parkway BMW
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DCH DMS NJ, LLC New Jerse
DCH Essex Inc. fka DCH-Millburn Inc. (fka DCH [New Jerse DCH Audi
Essex LLC) DCH Maplewood Audi
DCH Millburn Audi
Essex Motors
Millburn Audi
DCH Financial NJ, LLC New Jerse)
DCH Freehold LLC New Jerse) Freehold Toyota
DCH Freehold Toyota
DCH Freehold Scion
DCH Investments Inc. (New Jersey) New Jerse)
DCH Leasing Corporation New Jerse)
DCH Management Services Inc. New Jerse
DCH Monmouth LLC New Jerse) BMW of Freehold
DCH Montclair LLC New Jerse) Montclair Acura
DCH Montclair Acura
DCH Motors LLC New Jerse! Kay Honda
DCH Motors
DCH Kay Honda
DCH Pre-Owned Sales and Service Center LLC|New Jerse!
DCH Union LLC New Jerse) DCH Volkswagen of Union
DCH Urban Renewal LLC New Jerse)
Freehold Nissan LLC New Jerse) DCH Freehold Nissan
Freehold Nissan
Montclair Development Limited Liability CompanjNew Jerse
Paramus World Motors LLC New Jerse) DCH Paramus Honda
Paramus Honda
Crown Leasing
Sharlene Realty LLC New Jerse) DCH Brunswick Toyota
DCH Brunswick Scion
DCH Collision Center
LDLC, LLC New Mexico Lithia Dodge of Las Cruces
Lithia CIDSF, Inc. New Mexico Lithia Chrysler Jeep Dodge of Santa Fe
DCH Investments, Inc. (New York) New York
DCH Management Inc. (2) New York
DCH Nanuet LLC New York DCH Honda of Nanuet

Lithia ND Acquisition Corp. #1

North Dakote

Lithia Ford Lincoln of Grand Forks

Lithia ND Acquisition Corp. #3

North Dakote

Lithia Chrysler Jeep Dodge of Grand Forks

Lithia ND Acquisition Corp. #4

North Dakote

Lithia Toyota of Grand Forks
Lithia Scion of Grand Forks
Lithia Toyota Scion of Grand Forks

Cadillac of Portland Lloyd Center, LLC

Oregon

Cadillac of Portland

Hutchins Eugene Nissan, Inc.

Oregon

Lithia Nissan of Eugene
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Hutchins Imported Motors, Inc. Oregon Lithia Toyota of Springfield
Lithia Scion of Springfield
Lithia Toyota Scion of Springfield
LAD Advertising, Inc. Oregon LAD Advertising
LAD Printing
The Print Shop at the Commons
The Print Shop
LBMP, LLC Oregon BMW Portland
LFKF, LLC Oregon Lithia Ford of Klamath Falls
LGPAC, Inc. Oregon Lithia's Grants Pass Auto Center
Xpress Lube
Lithia Aircraft, Inc. Oregon
Lithia Auto Services, Inc. Oregon Lithia Body & Paint
IAssured Dealer Services
Lithia BNM, Inc. Oregon
Lithia Community Development Company, Inc. [Oregon
Lithia DE, Inc. Oregon Lithia Chrysler Jeep Dodge of Eugene
Lithia DM, Inc. Oregon Lithia Dodge
Lithia Chrysler Jeep Dodge
Xpress Lube
Lithia Financial Corporation Oregon Lithia Leasing
Lithia HPI, Inc. Oregon
Lithia Klamath, Inc. Oregon Lithia Chrysler Jeep Dodge of Klamath Falls
Lithia Toyota of Klamath Falls
Lithia Scion of Klamath Falls
Lithia Klamath Falls Auto Center
Lithia Body and Paint of Klamath Falls
Lithia Medford Hon, Inc. Oregon Lithia Honda
Lithia Motors Support Services, Inc. Oregon Lithia’s LAD Travel Service
Lithia MTLM, Inc. Oregon Lithia Toyota
Lithia Scion
Lithia Toyota Scion
Lithia of Bend #1, LLC Oregon Bend Honda
Lithia of Bend #2, LLC Oregon Chevrolet Cadillac of Bend
Lithia of Eugene, LLC Oregon Lithia FIAT of Eugene
Lithia of Portland, LLC Oregon Buick GMC of Portland
Lithia of Roseburg, Inc. Oregon Lithia Chrysler Jeep Dodge of Roseburg
Lithia Roseburg Auto Center
Lithia Real Estate, Inc. Oregon
Lithia Rose-FT, Inc. Oregon Lithia Ford Lincoln of Roseburg
IAssured Dealer Services of Roseburg
Lithia SOC, Inc. Oregon Lithia Subaru of Oregon City
LMBB, LLC Oregon Mercedes-Benz of Beaverton
LMBP, LLC Oregon Mercedes-Benz of Portland
Smart Center of Portland
LMBW, Inc. Oregon
LMOP, LLC Oregon MINI of Portland
LSTAR, LLC Oregon




Page 6 of

Salem-B, LLC Oregon BMW of Salem
Salem-H, LLC Oregon Honda of Salem
Salem-V, LLC Oregon \Volkswagen of Salem
Southern Cascades Finance Corporation Oregon
Lithia Automotive, Inc. South Dakota
Lithia Bryan Texas, Inc. Texas Lithia Chrysler Jeep Dodge of Bryan College Station
Lithia CJDO, Inc. Texas IAll American Chrysler Jeep Dodge of Odessa
Lithia CIDSA, Inc. Texas All American Chrysler Jeep Dodge of San Angelo
IAll American Autoplex
Lithia CM, Inc. [Texas IAll American Chevrolet of Midland
Lithia CO, Inc. [Texas IAll American Chevrolet of Odessa
Lithia CSA, Inc. Texas IAll American Chevrolet of San Angelo
Lithia DMID, Inc. Texas IAll American Chrysler Jeep Dodge of Midland
Lithia FBCS, LLC Texas FIAT of Bryan College Station
Lithia FLCC, LLC Texas IAccess Ford Lincoln of Corpus Christi
Lithia HMID, Inc. Texas Hyundai of Odessa
Lithia NSA, Inc. Texas Honda of San Angelo
IAll American Autoplex
Lithia of Abilene, Inc. [Texas Honda of Abilene
Lithia of Clear Lake, LLC [Texas
Lithia of Clear Lake, LLC Texas Subaru of Clear Lake
Lithia of Corpus Christi, Inc. Texas Lithia Chrysler Jeep Dodge of Corpus Christi
Lithia Dodge of Corpus Christi
Lithia of Killeen, LLC Texas IAll American Chevrolet of Killeen
Lithia of Midland, Inc. [Texas Honda of Midland
Lithia TA, Inc. Texas Lithia Toyota of Abilene
Lithia Scion of Abilene
Lithia TO, Inc. Texas Lithia Toyota of Odessa
Lithia Scion of Odessa
Camp Automotive, Inc. \Washington Camp BMW
Camp Chevrolet
Subaru of Spokane
Camp Cadillac
Lithia Dodge of Tri-Cities, Inc. \Washington Lithia Chrysler Jeep Dodge of Tri-Cities
Lithia of Bellingham, LLC \Washington Chevrolet Cadillac of Bellingham
Chambers Chevrolet Cadillac of Bellingham
Lithia of Seattle, Inc. \Washington BMW Seattle
Lithia of Spokane, Inc. \Washington Mercedes Benz of Spokane




EXHIBIT 23

Consent of Independent Registered Public Accountingirm

The Board of Directors
Lithia Motors, Inc.:

We consent to the incorporation by reference inrtgstration statement (Nos. 333-190192, 333-43333-69169, 333-156410, 333-39092, 333-
61802, 333-106686, 333-116839, 333-116840, 333-435333-161590 and 333-168737) on Forms S-8 andtration statement (No. 33832913

on Form S3 of Lithia Motors, Inc. of our reports dated Mar2h2015, with respect to the Consolidated BalaBleeets of Lithia Motors, Inc. a
subsidiaries as of December 31, 2014 and 2013, thedrelated Consolidated Statements of Operati@unprehensive Income, Change:
Stockholders’ Equity and Cash Flows for each ofythars in the thregear period ended December 31, 2014, and the m#eeiss of internal cont
over financial reporting as of December 31, 201dictv reports appear in the December 31, 2014 anepalt on Form 10-K of Lithia Motors, Inc.

Our report on the effectiveness of internal contradr financial reporting as of December 31, 20d4tains an explanatory paragraph that stateshk
gross percentage of total assets and revenue foat@uisitions excluded from managememssessment of the effectiveness of internal abowe!
financial reporting as of and for the year endedddeber 31, 2014 is approximately 22% and 14% dfidiMotors, Inc.'s consolidated total assets
revenues, respectively. Our audit of internal canbver financial reporting also excluded an evabraof the internal control over financial repog
of these 35 acquisitions.

Our report refers to a change to the Company’s otketbr reporting discontinued operations.
/sl KPMG LLP

Portland, Oregon
March 2, 2015



EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(a) OR RULE 15d-14(a)

OF THE SECURITIES EXCHANGE ACT OF 1934

I, Bryan B. DeBoer, certify that:

=

| have reviewed this annual report on Form 16fKithia Motors, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessary to mak
statements made, in light of the circumstances uwthéch such statements were made, not misleaditiy respect to the period covered by
report;

3. Based on my knowledge, the financial statementd,adiner financial information included in this repdairly present in all material respects
financial condition, results of operations and cisls of the registrant as of, and for, the pesipdesented in this report;

4. The registran$ other certifying officer and | are responsible éstablishing and maintaining disclosure contanisl procedures (as definec

Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15

(f) for the registrant and have:

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tiesigned under our supervisior

ensure that material information relating to thgisgant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtist report is being prepare

(b) Designed such internal control over financial réipgr, or caused such internal control over finahoigporting to be designed under
supervision, to provide reasonable assurance riegatte reliability of financial reporting and thgreparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registgaulisclosure controls and procedures and presentélis report our conclusions about
effectiveness of the disclosure controls and proes) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regi's internal control over financial reporting thatomed during the registre’s most recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdiely to
materially affect, the registre’s internal control over financial reporting; a

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @mtver financial reporting, to tl
registrant’s auditors and the audit committee efrigistrant’s board of directors (or persons perfiog the equivalent functions):
(a)All significant deficiencies and material weaknessgethe design or operation of internal controéofinancial reporting which are reasonz
likely to adversely affect the registr’s ability to record, process, summarize and refprancial information; an
(b)Any fraud, whether or not material, that involveamagement or other employees who have a significéatin the registrarg’ internal contre
over financial reporting

Date: March 2, 2015

/s/ Bryan B. DeBoer

Bryan B. DeBoer

President and Chief Executive Officer
Lithia Motors, Inc.




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a-14(a) OR RULE 15d-14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934

I, Christopher S. Holzshu, certify that:

1. I have reviewed this annual report on Form 16fKithia Motors, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessary to mak
statements made, in light of the circumstances uwthéch such statements were made, not misleaditiy respect to the period covered by
report;

3. Based on my knowledge, the financial statements,adiner financial information included in this repdairly present in all material respects
financial condition, results of operations and cfalvs of the registrant as of, and for, the pesipdesented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contenisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdtriat control over financial reporting (as defined&Exchange Act Rules 13a-15(f) and 15d-15
(f) for the registrant and have:

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tiesigned under our supervisior
ensure that material information relating to thgisgrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidtis report is being prepare

(b) Designed such internal control over financial reéipgr, or caused such internal control over finaho&porting to be designed under
supervision, to provide reasonable assurance rieggtte reliability of financial reporting and thgreparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registeaulisclosure controls and procedures and presentélis report our conclusions about
effectiveness of the disclosure controls and proes) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in thegignt's internal control over financial reportitigat occurred during the registranthost recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdidely to
materially affect, the registre’s internal control over financial reporting; a

5. The registrang other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @bmtver financial reporting, to tl
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons pariiog the equivalent functions):

(a)All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting which are reason:
likely to adversely affect the registr’s ability to record, process, summarize and refgaahcial information; ani

(b)Any fraud, whether or not material, that involveamagement or other employees who have a significéatin the registrarg’ internal contre
over financial reporting

Date: March 2, 2015

[s/ Christopher S. Holzshu
Christopher S. Holzshu
Senior Vice President, Chief Financial Officer andSecretary




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(b) OR RULE 15d-14(b)
OF THE SECURITIES EXCHANGE ACT OF 1934 AND 18 U.S.C SECTION 1350

In connection with the Annual Report of Lithia Motors, Inc. (the “Company”) on Form 10K for the year ended December 31, 2014 as fil
with the Securities and Exchange Commission on thdate hereof (the “Report”), I, Bryan B. DeBoer, President and Chief Executive @icer of
the Company, certify, pursuant to 18 U.S.C. 8 135@s adopted pursuant to § 906 of the Sarbanes-Oxlégt of 2002, that:

(1) The Report fully complies with the rquirements of Section 13(a) or 15(d) of the Secuidts Exchange Act of 1934; and

(2) The information contained in the Rept fairly presents, in all material respects, the fnancial condition and results of operations ¢
the Company.

[s/Bryan B. DeBoer

Bryan B. DeBoer

President and Chief Executive Officer
Lithia Motors, Inc.

March 2, 2015




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a-14(b) OR RULE 15d-14(b)
OF THE SECURITIES EXCHANGE ACT OF 1934 AND 18 U.S.C SECTION 1350

In connection with the Annual Report of Lithia Motors, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2014s filed
with the Securities and Exchange Commission on thdate hereof (the “Report”), |, Christopher S. Holzshu, Senior Vice President, Gief
Financial Officer and Secretary of the Company, cdify, pursuant to 18 U.S.C. § 1350, as adopted purant to § 906 of the Sarbane®xley Act
of 2002, that:

(1) The Report fully complies with the rquirements of Section 13(a) or 15(d) of the Secuidts Exchange Act of 1934; and

(2) The information contained in the Rep fairly presents, in all material respects, the inancial condition and results of operations ¢
the Company.

/sl Christopher S. Holzshu

Christopher S. Holzshu

Senior Vice President, Chief Financial Officer andSecretary
Lithia Motors, Inc.

March 2, 2015




