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$901.7 million based upon the closing sales price of the registrant’s Class A common stock on June 30, 2015 of
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UNCERTAINTY OF FORWARD-LOOKING STATEMENTS AND INFORMATION

This Annual Report on Form 10-K contains, and written or oral statements made from time to time by us or by our
authorized officers may contain, “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements address our future objectives, plans and goals, as well as our
intent, beliefs and current expectations regarding future operating performance, results and events, and can generally
be identified by words such as “may,” “will,” “should,” “believe,” “expect,” *
words or phrases.

99 ¢l

anticipate,” “intend,” “plan,” “foresee” and other

These forward-looking statements are based on our current estimates and assumptions and involve various risks and
uncertainties. As a result, you are cautioned that these forward-looking statements are not guarantees of future
performance, and that actual results could differ materially from those projected in these forward-looking statements.
Factors which may cause actual results to differ materially from our projections include those risks described in “Item
1A: Risk Factors” of this Annual Report on Form 10-K and elsewhere in this report, as well as:

-the number of new and used cars sold in the United States as compared to our expectations and the expectations of
the market;

-our ability to generate sufficient cash flows or obtain additional financing to fund our EchoPark® expansion, our
One Sonic-One Experience initiative, capital expenditures, our share repurchase program, dividends on our common
stock, acquisitions and general operating activities;

-our business and growth strategies, including, but not limited to, our EchoPark® initiative and our One Sonic-One
Experience initiative;

-the reputation and financial condition of vehicle manufacturers whose brands we represent, the financial incentives
vehicle manufacturers offer and their ability to design, manufacture, deliver and market their vehicles successfully;

-our relationships with manufacturers, which may affect our ability to obtain desirable new vehicle models in
inventory or complete additional acquisitions;

-adverse resolutions of one or more significant legal proceedings against us or our dealerships;

-changes in laws and regulations governing the operation of automobile franchises, accounting standards, taxation
requirements and environmental laws;

-general economic conditions in the markets in which we operate, including fluctuations in interest rates, employment
levels, the level of consumer spending and consumer credit availability;

-high competition in the automotive retailing industry, which not only creates pricing pressures on the products and
services we offer, but also on businesses we may seek to acquire;

-our ability to successfully integrate potential future acquisitions; and

-the rate and timing of overall economic recovery or decline.

These forward-looking statements speak only as of the date of this report or when made, and we undertake no
obligation to revise or update these statements to reflect subsequent events or circumstances, except as required under
the federal securities laws and the rules and regulations of the Securities and Exchange Commission (the “SEC”).
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PART I

Item 1: Business.

Sonic Automotive, Inc. was incorporated in Delaware in 1997. We are one of the largest automotive retailers in the
United States (as measured by total revenue). As of December 31, 2015, we operated 114 franchises in 13 states
(representing 25 different brands of cars and light trucks) and 18 collision repair centers. For management and
operational reporting purposes, we group certain franchises together that share management and inventory (principally
used vehicles) into “stores.” As of December 31, 2015, we operated 96 franchised dealership stores and three EchoPafk
stores. Our franchised dealerships provide comprehensive services including (1) sales of both new and used cars and
light trucks; (2) sales of replacement parts and performance of vehicle maintenance, manufacturer warranty repairs,
and paint and collision repair services (collectively, “Fixed Operations”); and (3) arrangement of extended warranties,
service contracts, financing, insurance and other aftermarket products (collectively, “F&I”) for our customers.
EchoPark® provides the same services (excluding new vehicle sales) in unique stand-alone specialty retail locations.
References to “Sonic,” the “Company,” “we,” “us,” and “our” used throughout this Annual Report on Form 10-K refer to Soni
Automotive, Inc. and its subsidiaries.
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The following charts depict the multiple sources of continuing operations revenue and gross profit for the year ended
December 31, 2015:

As of December 31, 2015, we operated in the following states:

Percent
of

2015
Number of Total

Market Franchises Revenue

California 24 293 %
Texas 28 258 %
Tennessee 10 7.2 %
Florida 9 6.0 %
Alabama 13 5.5 %
Colorado 4 4.7 %
Georgia 4 3.5 %
North Carolina 4 34 %
Ohio 5 2.7 %
Virginia 2 2.7 %
Maryland 3 2.6 %
South Carolina 5 2.3 %
Nevada 3 2.0 %
Disposed franchises and holding companies - 1.5 %
Total Franchised Dealerships 114 9.2 %
EchoPark® - Colorado 3 0.8 %
Total 117 1000 %

In the future, we may purchase dealerships and open new stores that we believe will enrich our portfolio and divest
dealerships or close stores that we believe will not yield acceptable returns over the long term. The automotive
retailing industry remains highly fragmented, and we believe that further consolidation may occur. We believe that
attractive acquisition opportunities continue to exist for dealership groups with the capital and experience to identify,
acquire and professionally manage dealerships. Our ability to complete acquisitions and open new stores in the future
will depend on many factors, including the availability of financing and the existence of any contractual provisions
that may restrict our acquisition activity.

See “Item 7: Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and
Capital Resources,” for a discussion of our plans for the use of capital generated from operations.
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Operating Segments

As of December 31, 2015, we had two operating segments: Franchised Dealerships and EchoPark®. The Franchised
Dealerships segment is comprised of retail automotive franchises that sell new vehicles and buy and sell used
vehicles, replacement parts and vehicle repair and maintenance services, and finance and insurance products. The
EchoPark® segment is comprised of stand-alone specialty retail locations that provide customers an opportunity to
search, buy, service, finance and sell pre-owned vehicles.

For the year ended December 31, 2015, EchoPark® revenue represented approximately 0.8% of total revenue. See
Note 14, “Segment Information,” to the accompanying Consolidated Financial Statements for additional financial
information regarding our two operating segments.

Unless otherwise noted, the following discussion of our business is presented on a consolidated basis.
Business Strategy

Maximize Asset Returns Through Process Execution. We have developed standardized operating processes that are
documented in operating playbooks for our dealerships. Through the continued implementation of our operating
playbooks, we believe organic growth opportunities exist by offering a more favorable buying experience to our
customers and creating efficiencies in our business processes. We believe the development, refinement and
implementation of these operating processes will enhance the customer experience, make us more competitive in the
markets we serve and drive profit growth across each of our revenue streams.

Invest in Dealership Properties. Historically, we have operated our dealerships primarily on property financed through
long-term operating leases. As these leases mature, or as we have an opportunity to purchase the underlying real estate
prior to renewal, we take actions to own more of our dealership properties when the effect is financially or
operationally favorable to us. We remain opportunistic in purchasing existing properties or relocating dealership
operations to owned real estate where the returns are favorable. We believe owning our properties will, over the long
term, strengthen our balance sheet and reduce our overall cost of operating and financing our facilities.

Improve Capital Structure. As we generate cash through operations, we will opportunistically repurchase our Class A
common stock in open-market or structured transactions.

Maintain Diverse Revenue Streams. We have multiple revenue streams. In addition to new vehicle sales, our revenue
sources include used vehicle sales, which we believe are less sensitive to economic cycles and seasonal influences that
exist with new vehicle sales. Our Fixed Operations sales carry a higher gross margin than new and used vehicle sales
and, in the past, have not been as economically sensitive as new vehicle sales. We also offer customers assistance in
obtaining financing and a range of automobile related insurance products.

Manage Portfolio. Our long-term growth and acquisition strategy is focused on large metropolitan markets,

predominantly in the Southeast, Southwest, Midwest and California. We seek to add like-branded dealerships to our
portfolio that exist in regions in which we already operate; however, we may look outside of our existing geographic
footprint when considering the location of new EchoPark® stores. A majority of our franchised dealerships are either
luxury or mid-line import brands. For the year ended December 31, 2015, approximately 86.8% of our total revenue
was generated by mid-line import and luxury dealerships, which usually have higher operating margins, more stable
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Fixed Operations departments, lower associate turnover and lower inventory levels.
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The following table depicts the breakdown of our new vehicle revenues from continuing operations by brand:

Percentage of New
Vehicle Revenue

Year Ended

December 31,
Brand 2015 2014 2013
Luxury:
BMW 21.7% 21.8% 19.6%
Mercedes 97 % 9.6 % 9.1 %
Lexus 56 % 52 % 50 %
Audi 48 % 50 % 4.4 %
Land Rover 40 % 2.8 % 2.7 %
Cadillac 32 % 41 % 4.6 %
Porsche 25 % 24 % 2.1 %
MINI 1.9 % 21 % 24 %
Other luxury (1) 31 % 3.1 % 33 %
Total Luxury 56.5% 56.1% 53.2%
Mid-line Import:
Honda 155% 149% 15.0%
Toyota 11.1% 10.4% 10.1%
Volkswagen 1.7 % 19 % 23 %
Hyundai 1.4 % 16 % 1.8 %
Other imports (2) 1.6 % 23 % 2.6 %

Total Mid-line Import 31.3%



