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GLOSSARY OF DEFINITIONS

The following are abbreviations and definitions of terms used within this report:

Terms

Definitions

ASC
ASU
Brexit
BRL
CODM

COVID-19 pandemic
EPS
EU
F&l
FASB
FMCC
GBP
LIBOR
NYSE
OEM
PRU
ROU
RSA
RSU
SAAR
SEC
SG&A
Tax Act
USD
UK.
U.S.
U.S. GAAP
WACC
WHO

Accounting Standards Codification
Accounting Standards Update
Withdrawal of the U.K. from the EU
Brazilian Real (RS)

Chief Operating Decision Maker

Coronavirus disease first emerging in December 2019 and resulting in the ongoing global

pandemic in 2020 and 2021

Earnings per share

European Union

Finance, insurance and other

Financial Accounting Standards Board
Ford Motor Credit Company

British Pound Sterling (£)

London Interbank Offered Rate

New York Stock Exchange

Original equipment manufacturer

Per Retail Unit

Right-of-use

Restricted stock award

Restricted stock unit

Seasonally adjusted annual rate of vehicle sales
Securities and Exchange Commission
Selling, general and administrative
Tax Cuts and Jobs Act

United States Dollar

United Kingdom

United States of America

Accounting principles generally accepted in the U.S.
Weighted average cost of capital
World Health Organization



CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (“Form 10-K”) includes certain “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended (“Securities Act”) and Section 21E of the Securities Exchange Act of
1934, as amended (“Exchange Act”). Unless the context requires otherwise, references to “we,” “us,” “our,” or “the Company”
mean the business and operations of Group 1 Automotive, Inc. and its subsidiaries. This information includes statements
regarding our strategy, plans, goals or current expectations with respect to, among other things:

*  our future operating performance;

*  our ability to maintain or improve our margins;

*  our ability to accomplish and sustain SG&A cost control;

» operating cash flows and availability of capital;

» the completion of future acquisitions and divestitures;

» the future revenues of acquired dealerships;

» future stock repurchases, refinancing of debt and dividends;
» future capital expenditures;

* business trends in the retail automotive industry, including the level of manufacturer incentives, new and used vehicle
retail sales volume and pricing, customer demand, interest rates and changes in industry-wide inventory levels;

*  manufacturer quality issues, including the recall of vehicles and any related negative impact on vehicle sales and brand
reputation;

« availability of financing for inventory, working capital, real estate and capital expenditures;

* changes in regulatory practices, tariffs and taxes, including Brexit;

» the impacts of any potential global recession;

*  our ability to meet our financial covenants in our debt obligations and to maintain sufficient liquidity to operate; and
» the impacts of the COVID-19 pandemic on our business.

Although we believe that the expectations reflected in these forward-looking statements are reasonable when and as made,
we cannot assure you that these expectations will prove to be correct. When used in this Form 10-K, the words “anticipate,”
“believe,” “estimate,” “expect,” “intend,” “may” and similar expressions are intended to identify forward-looking statements.
These forward-looking statements are based on our expectations and beliefs as of the date of this Form 10-K concerning future
developments and their potential effect on us. While management believes that these forward-looking statements are reasonable
when and as made, there can be no assurance that future developments affecting us will be those that we anticipate. All
comments concerning our expectations for future revenues and operating results are based on our forecasts for our existing
operations and do not include the potential impact of any future acquisitions. Our forward-looking statements involve
significant risks and uncertainties (some of which are beyond our control) and assumptions that could cause actual results to
differ materially from our historical experience and our present expectations or projections. Known material factors that could
cause our actual results to differ from those in the forward-looking statements are those described in Item 1A. Risk Factors.

9 ¢

Readers are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date hereof.
We undertake no responsibility to publicly release the result of any revision of our forward-looking statements after the date
they are made, except as required by law.



PART1
Item 1. Business
General

Group 1 Automotive, Inc. is a leading operator in the automotive retail industry. Through our dealerships, we sell new and
used cars and light trucks; arrange related vehicle financing; sell service and insurance contracts; provide automotive
maintenance and repair services; and sell vehicle parts. As of December 31, 2020, our retail network consisted of 117
dealerships in the U.S., 50 dealerships in the U.K. and 17 dealerships in Brazil. Our operations are primarily located in major
metropolitan areas in 15 states in the U.S., 33 towns in the U.K. and three states in Brazil.

The following chart presents the total revenues and gross profit contribution from our operations by new vehicle, used
vehicle, parts and service and F&I for the year ended December 31, 2020:

Revenue Gross Profit
4%
()
13% 26% m Finance & Insurance
31% m Parts & Service
42% Used Vehicles
m New Vehicles
51% 12%
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As discussed in Note 19. Segment Information within our Notes to Consolidated Financial Statements, we have three
regions, which comprise our reportable segments: the U.S., U.K. and Brazil. The U.S. and Brazil segments are led by the
President, U.S. and Brazilian Operations, and the U.K. segment is led by an Operations Director, each reporting directly to our
Chief Executive Officer, who is the CODM. The President, U.S. and Brazilian Operations, and the U.K. Operations Director are
responsible for the overall performance of their respective regions, as well as for overseeing field level management.

Business Strategy

Our business strategy focuses on improving the performance of our existing dealerships and enhancing our dealership
portfolio through strategic acquisitions and dispositions to achieve growth, capture market share and maximize the investment
return to our stockholders. We constantly evaluate opportunities to improve the overall profitability of our dealerships. We
believe that as of December 31, 2020, we have sufficient financial resources to support additional acquisitions. Further, we
intend to continue to critically evaluate our return on invested capital in our current dealership portfolio for disposition
opportunities.

For 2021, our priorities are growing our company through acquisitions, improving and growing sales penetration in our
digital retailing platform, AcceleRide®, continuing to grow our parts and service gross profit through numerous initiatives,
increasing our market share in the highly fragmented used vehicle business and continuing to leverage our SG&A as a
percentage of gross profit.

Strategic Acquisitions and Dispositions

We will continue to focus on opportunities to enhance our current dealership portfolio through strategic acquisitions and
improving or disposing of underperforming dealerships. We believe that substantial opportunities for growth through
acquisitions remain in our industry in the U.S., U.K. and Brazil. Acquisitions capitalize on economies of scale and cost savings
opportunities in our existing markets in areas such as used vehicle sourcing, advertising, purchasing, data processing and
personnel utilization, thereby, increasing operating efficiency.

We seek to acquire large, profitable, well-established dealerships that represent growing brands in growth markets. We
evaluate all brands and geographies to expand our brand, product and service offerings in our existing markets or expand into
growing geographic areas we currently do not serve.

Further, we intend to continue to critically evaluate our return on invested capital in our current dealership portfolio for
disposition opportunities. During 2020, our dispositions included two dealerships representing three franchises in the U.S. We
recorded a net pre-tax gain totaling $3.1 million related to these dispositions. Refer to Note 3. Acquisitions and Dispositions
within our Notes to Consolidated Financial Statements for further discussion.



Digital Initiatives to Enhance the Customer Experience

Our digital initiatives focus on ensuring that we can do business with our customers where and when they want to do
business. Our online retail platform, AcceleRide®, which was deployed to all of our U.S. dealerships in 2019, allows a
customer to complete a vehicle transaction entirely online or start the sales process online and complete the transaction at one of
our dealerships. The customer also has the ability to apply for financing and review and select F&I products as part of the
online process. During 2020, AcceleRide® U.S. total retail unit sales were 11,053, up more than 100% compared to 2019. We
began the roll out of AcceleRide® to our U.K. dealerships in 2020 and expect to complete this in the second quarter of 2021. In
addition, our parts and service digital efforts focus on our online customer scheduling appointment system. We have seen
continued growth in the percentage of appointments scheduled online over the past few years as we have continued to enhance
this tool. We have also focused on improved interaction with our parts and service customers by offering preferred
communication options via dealership apps, phone, text or email and online payment options. We are capitalizing on
technology advances in robotic process automation and artificial intelligence to improve our marketing, call center and back
office efficiency. These digital platforms were instrumental in allowing us to connect with and service our customers during the
social distancing requirements as a result of the COVID-19 pandemic.

Parts and Service Growth

We remain focused on sustained growth in our higher margin parts and service operations which continue to hinge on the
retention and hiring of skilled service technicians and advisors. In 2019, our U.S. service operations implemented a four-day
work week for service technicians and advisors which allowed us to expand our hours of operations during the week. This
change has resulted in increased service technician and advisor retention, thereby expanding our service capacity without
investing additional capital in facilities. Our online service appointment platform and centralized call centers have improved the
customer experience. We seek to increase the retention of our customers through more convenient service hours, training of our
service advisors, selling service contracts with vehicles sales and customer relationship management software that allows us to
provide targeted marketing to our customers. The increasing complexity of vehicles, especially in the area of electronics and
technological advancements, is making it increasingly difficult for independent repair shops to maintain the expertise and
technology to work on these vehicles, and provides us the opportunity to increase our market share well into the future.

Used Vehicle Retail Growth

Used vehicle gross profit depends primarily on a dealership’s ability to obtain a high-quality supply of used vehicles at
reasonable prices. Our new vehicle operations generally provide our used vehicle operations with a large supply of high-quality
trade-ins and off-lease vehicles, which are our best source of used vehicle inventory. In October 2020, we introduced “Sell A
Ride” to our AcceleRide® platform to increase our ability to purchase used vehicle inventory directly from customers with a
cash offer within 30 minutes during business hours, home pickup and payment available within one hour. Our dealerships
supplement their used vehicle inventory with purchases at auctions, including manufacturer-sponsored auctions available only
to franchised dealers.

Our data driven pricing strategies ensure that our used vehicles are priced at market to generate more traffic to our
websites. We review our market pricing on a constant basis and work to limit discounting from our advertised prices.

Cost Management

We continue our efforts to fully leverage our scale and cost structure. As our business evolves, we will manage our costs
carefully and look for additional opportunities to improve our processes and disseminate best practices. We believe that our
management structure supports rapid decision making and facilitates an efficient and effective roll-out of new processes. As
part of the digital efforts discussed above, in 2020 we have improved our productivity for our sales and service departments,
resulting in increases of 19% and 22% in technician and salesperson productivity rates, respectively, as compared to 2019. See
COVID-19 Pandemic section below for specific cost-cutting measures and productivity efficiencies undertaken in response to
the COVID-19 pandemic.

Employee Training and Retention

A key to the execution of our business strategy is leveraging what we believe to be one of our key strengths — the talent
of our people. We are focused on the retention and training of our talented dealership employees. We believe that we have
developed a distinguished management team with substantial industry expertise. With our management structure and level of
executive talent, we plan to continue empowering the operators of our dealerships to make appropriate decisions to grow their
respective dealership operations and to control fixed and variable costs. We believe this approach allows us to provide the best
possible service to our customers and attract and retain talented employees.



COVID-19 Pandemic

Since emerging in December 2019, the COVID-19 pandemic has spread globally, including to all of our markets in the
U.S., U.K. and Brazil, significantly impacting our operating results starting in mid-March 2020. There have been extraordinary
and wide-ranging actions taken by international, federal, state and local public health and governmental authorities to contain
and combat the outbreak and spread of COVID-19 across the world, including social distancing requirements for many
individuals to substantially restrict daily activities and for many businesses to curtail or cease normal operations. Beginning in
mid-March 2020, these measures significantly reduced the operating capacity of all of our dealerships in the U.S., U.K. and
Brazil. As the restrictions eased during the latter part of 2020, we continued to experience periodic disruptions from reduced
capacity and departmental shutdowns as a result of COVID-19 outbreaks and quarantines impacting our employees.

Beginning in December 2020 and January 2021, vaccines deemed highly effective started rolling out to the general
population in the U.S., U.K. and Brazil. The rollout of the vaccine is expected to help control the spread of the virus. However,
the timeline and effectiveness of vaccinating the critical mass of the population in our markets is uncertain.

The primary COVID-19 pandemic impacts on our global business and our response to date include:
US.

Virtually all of our U.S. dealerships are located in markets that operated under some form of social distancing
requirements in accordance with applicable state and local orders during most of March 2020 and April 2020. As the market
shutdowns began, March 2020 U.S. sales fell sharply from February 2020, with new and used retail unit sales and service repair
orders falling approximately 50% for the last two weeks of March 2020 and first two weeks of April 2020 compared to the
same period in 2019. In early May 2020, as social distancing requirements began to be partially lifted, our used vehicle business
returned to near normal levels and our new vehicle sales pace started improving. Our new vehicle sales pace improved during
the third and fourth quarters, however the recovery of new vehicle unit sales was limited as a result of low inventory levels due
to reduced OEM production rates. Our used vehicle sales have also been limited due to inventory shortages as a result of fewer
trade-ins. Thus far, we have been able to nearly offset the volume declines with higher gross margins in new and used vehicles
and higher F&I per retail unit. Beginning in mid-April 2020, we saw recovery in our parts and service business as well and
closed the fourth quarter of 2020 with parts and service revenues down 4.8% compared to the same period last year. Our online
selling platform AcceleRide® and our online service scheduling platforms continue to show increased utilization rates as we
remain in a social distancing environment and such higher utilization rates are expected to continue after the pandemic.

UK.

U.K. vehicle sales levels were well above prior year in most of our brands through February 2020. We closed all of our
U.K. dealerships from late March 2020 through May 18, 2020 for service, with the exception of emergency vehicle service
repairs, and our vehicle showrooms did not reopen until June 1, 2020. Operations in the U.K. significantly improved in June
2020 and continued to improve throughout the third quarter and early fourth quarter of 2020. As vehicle sales and service
operations reopened, our revenues and margins in all departments increased versus prior year levels. While new vehicle
volumes have rebounded, our new vehicle inventory is still well below normal levels due to reduced OEM production rates. On
October 31, 2020, the U.K. government announced a national lockdown of non-essential businesses, which included our
dealership vehicle showrooms, beginning November 5, 2020 through December 2, 2020. Regional lockdowns occurred in late
December and on January 4, 2021, the U.K. government announced another national lockdown of non-essential businesses
beginning immediately, and are not expected to be lifted until April 2021 at the earliest. The lockdown impacts our new and
used vehicle sales as our showrooms are required to close, but has a lesser impact on our service operations as they are allowed
to remain open.

Brazil

Effective March 20, 2020, all of our dealerships were required to close. Despite restrictions being lifted and businesses
reopening in Brazil during the second quarter, the recovery has been limited as the effects of the COVID-19 pandemic and
significant inventory shortages are still impacting operations. We do not expect inventory to return to normal levels until late
2021.



Cost-Cutting Actions

We have taken quick and decisive actions to reduce costs and preserve liquidity in all regions, with approximately 8,000
employees furloughed or terminated in early April 2020. As sales have improved in the U.S. and U.K., we have been able to
return to work some of the furloughed employees to a point where our U.S. and U.K. headcounts are approximately 75% of our
pre-COVID levels. In addition, other measures were implemented to significantly reduce costs in all three regions including
reductions of as much as 50% in management compensation, 100% of Board of Directors’ cash compensation, over 33%
reduction in advertising expense and cuts across all other cost categories. Additionally, as announced in April 2020, we
suspended our dividend and canceled our share repurchase program, as well as implemented capital expenditure deferrals. By
the end of the third quarter as market conditions improved, we restored many of these cost reductions. On October 6, 2020, we
announced a $200 million share repurchase program and on November 18, 2020, we declared a dividend of $0.30, which was
paid on December 15, 2020. As discussed in Item 7. Liquidity and Capital Resources, we have sufficient liquidity currently and
do not anticipate any material liquidity constraints or issues with our ability to remain in compliance with debt covenants.

The demand outlook remains uncertain and the long-term impact of the COVID-19 pandemic is difficult to predict,
especially with the recently announced additional lockdown in the U.K. and rising COVID-19 cases in some of our markets.
However, we expect our used vehicle and service operations to return to near pre-pandemic levels in 2021. Reduced new
vehicle inventory levels in the U.S., U.K. and Brazil will likely persist throughout the first half of 2021, which will limit the
recovery in new vehicle unit sales. However, we expect to continue the trend set in the third and fourth quarters of 2020 by
offsetting some of the decline in volume with gross margin improvement. We are prepared to adjust our cost structure further to
adapt to market conditions. While some of the cost reductions taken in the first and second quarters were reinstated in the third
and fourth quarters as market conditions improved, we expect to be more cost efficient going forward as compared to pre-
pandemic levels. Any potential impact of the COVID-19 pandemic will depend on future developments and new information
that may emerge regarding the severity and duration of the pandemic, timing and effectiveness of the vaccines and the actions
taken by authorities to contain it or address its impact, all of which are beyond our control.

Dealership Operations

Our operations are located in geographically diverse markets that extend domestically across 15 states in the U.S., and
internationally across 33 towns in the U.K. and three states in Brazil. The three regions in which we operate represent our three
reportable segments: the U.S., U.K. and Brazil. Refer to Note 19. Segment Information within our Notes to Consolidated
Financial Statements for further financial information on our reportable segments. For a discussion of the risks associated with
our operations in the U.S., U.K. and Brazil, please see Item 1A. Risk Factors.

Through our dealerships, we sell new and used cars and light trucks; arrange related vehicle financing; sell service and
other insurance contracts; provide automotive maintenance and repair services; and sell vehicle parts. Our new vehicle revenues
includes new vehicle sales and new vehicle lease transactions, sold at our dealerships or via our internet sites. We sell retail
used vehicles directly to our customers at our dealerships or via our internet sites and wholesale used vehicles at third party
auctions. We sell replacement parts and provide both warranty and non-warranty (i.e., customer-pay) maintenance and repair
services at each of our franchised dealerships, as well as provide collision repair services at the 49 collision centers that we
operate. We also sell parts to wholesale customers. Customer-pay maintenance and repair services, warranty maintenance and
repair services, wholesale parts sales and collision repair services accounted for 48.2%, 19.8%, 21.0% and 11.0%, respectively,
of the revenues from our parts and service business in 2020. Revenues from our F&I operations consist primarily of fees for
arranging financing and selling vehicle service and insurance contracts in connection with the retail purchase of a new or used
vehicle. We offer a wide variety of third-party finance, vehicle service and insurance products in a convenient manner and at
competitive prices. To increase transparency to our customers, we offer all of our products on menus that display pricing and
other information, allowing customers to choose the products that suit their needs.



The following chart presents our diversity of new vehicle unit sales by manufacturer for the year ended December 31,
2020:
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The following table shows our new vehicle unit sales geographic mix for the year ended December 31, 2020 and our
franchise count as of December 31, 2020:

New vehicle unit sales

geographic mix (%) Franchises

Region Geographic Market
United States Texas 37.8 74
Oklahoma 7.5 20
California 4.9 5
Georgia 4.7 9
Massachusetts 4.6 5
Florida 2.7 4
Louisiana 2.2 5
New Hampshire 1.9 3
New Jersey 1.9 4
South Carolina 1.8 3
New Mexico 1.3 9
Kansas 1.2 3
Mississippi 1.0 2
Alabama 0.7 2
Maryland 0.5 2
74.9 150
International United Kingdom 21.2 67
Brazil 3.9 22
100.0 239

Competition

We operate in a highly competitive industry. In each of our markets, consumers have a number of choices when deciding
where to purchase a new or used vehicle and how the purchase will be financed. Consumers also have options for the purchase
of related parts and accessories, as well as the maintenance and repair of vehicles.



New and Used Vehicles

We believe the principal competitive factors in the automotive retailing business are location, service, price, selection,
online capabilities and established customer relationships. In the new vehicle market, our dealerships compete with other
franchised dealerships in their market areas, as well as auto brokers, leasing companies and internet companies that provide
referrals to, or broker vehicle sales with, other dealerships or customers. We are subject to competition from dealers that sell the
same brands of new vehicles that we sell and from dealers that sell other brands of new vehicles that we do not sell in a
particular market. Our new vehicle dealer competitors also have franchise agreements with the various vehicle manufacturers
and, as such, generally have access to new vehicles on the same terms as we do. We do not have any cost advantage in
purchasing new vehicles from vehicle manufacturers, and our franchise agreements do not grant us the exclusive right to sell a
manufacturer’s product within a given geographic area.

In the used vehicle market, our dealerships compete both in their local market and nationally with other franchised
dealers, large multi-location used vehicle retailers, local independent used vehicle dealers, automobile rental agencies and
private parties for the supply and resale of used vehicles.

The internet has also become a significant part of the advertising and sales process in our industry. Customers are using
the internet as part of the sales process to compare pricing for cars and related F&I services, which may increase competition
and reduce gross profit margins for new and used cars and profits for related F&I services. Some retailers offer vehicles for sale
over websites without the benefit of having a dealership franchise, although they must currently source their vehicles from a
franchised dealer. Several companies are currently manufacturing electric vehicles for sale primarily through the internet
without using the traditional dealer-network.

Parts and Service

We believe the principal competitive factors in the parts and service business are the quality of customer service, the use
of factory-approved replacement parts, familiarity with a manufacturer’s brands and models, location, price, the availability and
competence of technicians, and the availability of training programs to enhance such expertise. In the parts and service market,
our dealerships compete with other franchised dealers to perform warranty maintenance and repairs, conduct manufacturer
recall services and sell factory replacement parts. Our dealerships also compete with other automobile dealers, franchised and
independent service center chains and independent repair shops for non-warranty repair and maintenance business. In addition,
our dealerships sell replacement and aftermarket parts both locally and nationally over the internet in competition with
franchised and independent retail and wholesale parts outlets. A number of regional or national chains offer selected parts and
services at prices that may be lower than ours. Our collision centers compete with other large, multi-location companies, as well
as local, independent, collision service operations.

F&I

We believe the principal competitive factors in the F&I business are convenience, interest rates, product availability and
affordability, product knowledge and flexibility in contract length. We face competition in arranging financing for our
customers’ vehicle purchases from a broad range of financial institutions. Many financial institutions now offer F&I products
over the internet, which may reduce our profits from the sale of these products.

Acquisitions

We compete with other national dealer groups and individual investors for acquisitions. Increased competition, especially
for certain luxury and import brands, may raise the cost of acquisitions. In the future, we cannot guarantee that there will be
opportunities to complete acquisitions, nor are we able to guarantee that we will be able to complete acquisitions on terms
acceptable to us.

Relationships and Agreements with our Manufacturers

Each of our U.S. dealerships operates under one or more franchise agreements with vehicle manufacturers (or authorized
distributors). The franchise agreements grant the franchised automobile dealership a non-exclusive right to sell the
manufacturer’s or distributor’s brand of vehicles and offer related parts and service within a specified market area. These
franchise agreements also grant franchised dealerships the right to use the manufacturer’s or distributor’s trademarks in
connection with their operations, and impose numerous operational requirements and restrictions relating to, among other
things:

* inventory levels;
» working capital levels;
* the sales process;

+ minimum sales performance requirements;



 customer satisfaction standards;
+ marketing and branding;

« facility standards and signage;

* personnel;

+ changes in management;

* change in control; and

» monthly financial reporting.

Our dealerships’ franchise agreements are for various terms, ranging from one year to indefinite. Each of our franchise
agreements may be terminated or not renewed by the manufacturer for a variety of reasons, including unapproved changes of
ownership or management and performance deficiencies in such areas as sales volume, sales effectiveness and customer
satisfaction. In most cases, manufacturers have renewed the franchises upon expiration so long as the dealership is in
compliance with the terms of the agreement. From time to time, certain manufacturers may assert sales and customer
satisfaction performance requirements under the terms of our framework or franchise agreements. We work with these
manufacturers to address any performance issues. Failure to meet such requirements could limit our ability to acquire future
dealerships of such manufacturers.

In general, the U.S. jurisdictions in which we operate have automotive dealership franchise laws, providing that,
notwithstanding the terms of any franchise agreement, it is unlawful for a manufacturer to terminate or not renew a franchise
unless “good cause” exists. It generally is difficult for a manufacturer to terminate, or not renew, a franchise under these laws,
which were designed to protect dealers. Though unsuccessful to date, manufacturers’ lobbying efforts may lead to the repeal or
revision of dealer laws. If dealer laws are repealed in the states in which we operate in the U.S., manufacturers may be able to
terminate our franchises without providing advance notice, an opportunity to cure or showing of good cause. Without the
protection of dealer laws, it also may be more difficult for us to renew our franchise agreements upon expiration. Further, U.S.
federal law, including any federal bankruptcy law, may preempt U.S. state law and allow manufacturers greater freedom to
terminate or not renew franchises.

The U.K. generally does not have automotive dealership franchise laws and, as a result, our U.K. dealerships operate
without these types of specific protections. However, similar protections may be available as a matter of general U.K.
contractual law. In addition, our U.K. dealerships are subject to U.K. antitrust rules prohibiting certain restrictions on the sale of
new vehicles and spare parts and on the provision of repairs and maintenance. For example, as a matter of 2020 EU law,
authorized dealers are generally able to, subject to manufacturer facility requirements, relocate or add additional facilities
throughout the EU, offer multiple brands in the same facility, allow the operation of service facilities independent of new car
sales facilities and ease restrictions on cross supplies (including on transfers of dealerships) between existing authorized dealers
within the EU. However, certain restrictions on dealerships may be permissible, provided the conditions set out in the relevant
EU Block Exemption Regulations are met. The U.K. formally exited the EU on January 31, 2020 and the EU and the U.K.
reached an agreement in principle as set out in the EU-U.K. Agreement, which became provisionally applicable on January 1,
2021. The EU-U.K. Agreement commits the parties to maintaining antitrust/competition law based on the common principles
underlying the respective competition frameworks, and envisages cooperation and coordination between the U.K. and EU
competition authorities. Similarly, as of January 1, 2021, the relevant EU Block Exemption Regulations remain in effect under
domestic U.K. law, as amended in accordance with the U.K. competition framework, but may be further amended, revoked or
extended by subsequent U.K. law.

The sale of vehicles in Brazil is regulated by federal law, commonly referred to in Brazil as the Ferrari Law. Such law sets
forth the terms and conditions of distribution agreements executed among manufacturers and dealerships, specifically with
regards to the distribution of cars, trucks, motorbikes and similar vehicles. In addition, the Ferrari Law establishes the
geographical area of a dealership and termination of distribution agreements and their consequences, among other things. Any
contractual provision that conflicts with the Ferrari Law is considered void in Brazil. The distribution agreements contemplate
the commercialization of vehicles and components fabricated by the manufacturer, the rendering of technical assistance relating
to such products and the usage by the dealerships of the manufacturer’s brand. According to the Ferrari Law, distribution
agreements may be executed for either a determined or an undetermined term. In the case of a distribution agreement executed
for a determined term, its initial term may not be less than 5 years. At the end of this initial 5 year term, such distribution
agreement will be automatically converted into an undetermined term distribution agreement, unless any of the parties thereto
expressly waives such right with 180 days prior notice. In the case of an early termination of a distribution agreement other than
as a result of a persistent breach or force majeure, the Ferrari law entitles the non-breaching party to, among other things,
certain termination payments.



Our dealership service departments perform vehicle repairs and service for customers under manufacturer warranties. We
are reimbursed for the repairs and service directly from the manufacturer. Some manufacturers offer rebates to new vehicle
customers that we are required, under specific program rules, to adequately document, support and typically collect. In addition,
some manufacturers provide us with incentives to order and/or sell certain models and/or volumes of inventory over designated
periods of time. Under the terms of our dealership franchise agreements, the respective manufacturers are able to perform
warranty, incentive and rebate audits and charge us back for unsupported or non-qualifying warranty repairs, rebates or
incentives.

In addition to the individual dealership franchise agreements discussed above, we have entered into framework
agreements in the U.S. with most major vehicle manufacturers and distributors. These agreements impose a number of
restrictions on our operations, including our ability to make acquisitions and obtain financing, and on our management. These
agreements also impose change of control provisions related to the ownership of our common stock. For a discussion of these
restrictions and the risks related to our relationships with vehicle manufacturers, please refer to Item 1A. Risk Factors.

Governmental Regulations
Automotive and Other Laws and Regulations

We operate in a highly regulated industry. A number of laws and regulations applicable to automotive companies affect
our business and conduct, including, but not limited to our sales, operations, financing, insurance, advertising and employment
practices. Other laws and regulations include franchise laws and regulations, consumer protection laws and other extensive laws
and regulations applicable to new and used motor vehicle dealers. Additionally, in every jurisdiction in which we operate, we
must obtain various permits and licenses in order to conduct our businesses.

On January 29, 2020, President Donald Trump signed into law the United States-Mexico-Canada Agreement
(“USMCA”). The USMCA updates, modernizes and rebalances the prior existing North America Free Trade Agreement to
meet certain anticipated challenges of the 21st century economy for the region and is intended to ensure that American workers,
farmers, ranchers and businesses share in the benefits of the agreement. It is intended to promote fairer and more balanced trade
and keep North America one of the most competitive regions in the world. It is expected that the USMCA will have an impact
on the U.S. auto industry by creating incentives for new U.S. investments in the automotive sector, promote additional
purchases of U.S. produced auto parts, advance automotive research and development and support high-paying U.S. jobs in the
automotive sector. Additionally, it is expected that the USMCA will encourage automakers and suppliers to locate future
production of new electric and autonomous vehicles in the U.S.

We are subject to numerous laws and regulations designed to protect information of clients, customers, employees and
other third parties that we collect and maintain. Some of the more significant regulations that we are required to comply with
include the EU’s General Data Protection Regulation (“GDPR”), the California Consumer Privacy Act (“CCPA”) and the
General Data Protection Law (Lei Geral de Prote¢@o de Dados Pessoais, or “LGPD”) in Brazil. These regulations provide for
various data protection requirements related to protection of customer’s personally identifiable information, notice requirements
related to data breaches and obligations to inform a consumer, at or before collection, of the purpose and intended use of the
collection, and to delete a consumer’s personal information upon request. If an EU or non-EU organization violates the GDPR,
the organization can be fined up to 4% of annual global turnover or 20 million euros, whichever is greater. In addition, our
dealerships in California are required to comply with the CCPA, which became effective in January 2020. The CCPA also
allows the California Attorney General to bring actions against non-compliant businesses with fines of $2,500 per violation or,
if intentional, up to $7,500 per violation. Further, the LGPD in Brazil, which became effective in August 2020, includes fines
for violations of up to 2% of an organization’s revenue in Brazil, for the prior fiscal year, excluding taxes, with the total fine not
to exceed 50 million reals (approximately $9.3 million USD).

Environmental and Occupational Health and Safety Laws and Regulations

Our business activities in the U.S., U.K. and Brazil are subject to stringent federal, regional, state and local laws,
regulations and other controls governing specific health and safety criteria to address worker protection, the release of materials
into the environment or otherwise relating to environmental protection. Our operations involve the use, handling and storage of
materials such as motor oil and filters, transmission fluids, antifreeze, refrigerants, paints, thinners, batteries, cleaning products,
lubricants, degreasing agents, tires and fuel. We contract for recycling and/or disposal of used fluids, filters and other waste
materials generated by our operations.
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These laws, regulations and controls may impose numerous obligations upon our operations including the acquisition of
permits to conduct regulated activities, the imposition of restrictions on where or how to manage or dispose of used products
and wastes, the incurrence of capital expenditures to limit or prevent releases of such material, and the imposition of substantial
liabilities for pollution resulting from our operations or attributable to former operations. For example, in the U.S., most of our
dealerships utilize storage tanks that are subject to testing, containment, upgrading and removal regulations under the federal
Resource Conservation and Recovery Act. Comparable regulations have been or may be enacted in the U.K. and Brazil. Failure
to comply with these laws, regulations and permits may result in the assessment of sanctions, including administrative, civil and
criminal penalties, the imposition of investigatory remedial and corrective action obligations or increase of capital expenditures,
restrictions, delays and cancellations in permitting or in the performance or expansion of projects and the issuance of
injunctions limiting or preventing some or all of our operations in affected areas. Additionally, certain of these environmental
laws may result in imposition of joint and several strict liability, which could cause us to become liable as a result of our
conduct that was lawful at the time it occurred or the conduct of, or conditions caused by, prior operators or other third parties.
For instance, an accidental release from one of our storage tanks could subject us to substantial liabilities arising from
environmental cleanup and restoration costs, claims made by neighboring landowners and other third parties for personal injury
and property damage and fines or penalties for related violations of environmental laws or regulations. Moreover, laws and
regulations protecting the environment generally become more stringent over time, which may result in increased costs for
future environmental compliance and remediation. Comparable laws and regulations have been enacted in the U.K. and Brazil.

The threat of climate change continues to attract considerable attention in the U.S. and in foreign countries and, as a result,
numerous proposals have been made and could continue to be made at the international, national, regional and state levels of
government to monitor and limit existing emissions of greenhouse gas (“GHG”) as well as to restrict or eliminate such future
emissions. Gas and diesel-powered automobiles are one source of GHG emissions and in the recent past, the U.S.
Environmental Protection Agency (“EPA”), together with the National Highway Traffic Safety Administration (“NHTSA”),
implemented GHG emissions limits on vehicles manufactured for operation in the U.S. On January 20, 2021, President Joe
Biden issued an executive order recommitting the United States to participation in the Paris Agreement, which is a United
Nations-sponsored, non-binding agreement for nations to limit their GHG emissions through individually-determined reduction
goals every five years after 2020. The U.K. and Brazil are similarly committed to the Paris Agreement, with the U.K.
announcing in late 2020 that it plans to ban sales of new gasoline and diesel-powered vehicles after 2030.

Vehicle manufacturers in the U.S. are also subject to regulations by the EPA and the NHTSA that establish corporate
average fuel economy (“CAFE”) standards applicable to light-duty vehicles. California and other states have indicated they
would pursue more stringent CAFE and GHG standards than required by current EPA and NHTSA standards. Comparable laws
and regulations have been enacted in the U.K. and Brazil. Our OEMs require lead time to prepare new vehicle models and more
stringent regulations could result in increased costs and time constraints, or result in our OEMs deciding to increase production
targets of electric vehicles in anticipation of such regulations. These developments could also significantly increase our costs of
operation as well as reduce our volume of business.

Insurance and Bonding
Our operations expose us to the risk of various liabilities, including:

+ claims by employees, customers or other third parties for personal injury or property damage resulting from our
operations;

» weather events, such as hail, flood, tornadoes and hurricanes; and

* potential fines and civil and criminal penalties resulting from alleged violations of federal and state laws or regulatory
requirements.

The automotive retailing business is also subject to substantial risk of real and personal property loss as a result of
significant concentration of real and personal property values at dealership locations. Under self-insurance programs, we retain
various levels of risk associated with aggregate loss limits and per claim deductibles. In certain cases, we insure costs in excess
of our retained risk under various contracts with third-party insurance carriers. Although we believe our insurance coverage is
adequate, we cannot assure that we will not be exposed to uninsured losses that could have a material adverse effect on our
business, results of operations and financial condition. We are also subject to potential premium cost fluctuations and change in
loss retention limits with the annual renewal of these programs.

For further discussion, refer to Item 1A. Risk Factors.
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Human Capital

The key to our success is the talent of our people. Our core values — Integrity, Transparency, Professionalism, Teamwork
and Respect — define our culture and help us attract and retain talented employees. Our employee surveys indicate we have
established the correct core values and our relationship with our employees is favorable. As of December 31, 2020, we had
12,337 employees (full-time, part-time and temporary), of which 8,710 were employed in the U.S., 2,901 in the U.K. and 726 in
Brazil. Included in the total were 724 furloughed employees, of which 253 were in the U.S. and 471 in the U.K. In Brazil, all
employees are represented by a local union.

Training and Recognition

We offer a variety of approximately 200 training courses to employees based on job categories. The majority of our
training is offered through our online training platform. In addition to job specific courses, we also offer leadership training and
diversity training. Employees have opportunities for various certification levels based on training completed and tenure. The
certification levels include an employee rewards program.

Employee Productivity

Employee productivity is measured in different ways, depending on the job category. For example, salesperson
productivity is based on vehicles sold per salesperson while technician productivity is measured as gross profit per technician.
For the twelve months ended December 31, 2020, our salesperson productivity increased 22% and our technician productivity
increased 19% as compared to the same period in 2019.

Diversity, Equity and Inclusion (“DEI”)

We have a DEI council that is chaired by our President, U.S. and Brazilian Operations. The council’s mission is to foster a
diverse and inclusive culture where employees of all backgrounds are respected, valued and developed. We will enhance
employee engagement in the areas of diversity, equity and inclusion by offering innovative training, recruitment and career path
development where a sense of belonging is apparent throughout the organization. The council has four primary areas of focus:
Workforce, Workplace, Community Involvement and Women’s Initiative. The council consists of a diverse group of employees
providing representation across the organization. Each area has an employee chairperson as well as an executive sponsor. In
2020, we implemented an ongoing diversity and inclusion training program led by a well-known diversity expert which was
developed specifically for us. Thus far, approximately 175 senior leaders received live, interactive training and approximately
7,300 employees received web-based training through the program.

Employee Engagement

Employees are offered opportunities to enroll in quarterly wellness programs that are fully funded by us and also include
the opportunity for family members to participate. In addition, our medical plans include opportunities for lower monthly
premiums for employees who receive an annual physical. Executive management participates in quarterly employee videos
where the results of each quarter are shared with employees. Various other employee recognition programs are celebrated in our
dealerships.

Seasonality

Our operating results are generally subject to seasonal variations, as well as changes in the economic environment. In the
U.S., we generally experience higher volumes of vehicle sales and service in the second and third calendar quarters of each
year. In addition, in some regions of the U.S., vehicle purchases decline during the winter months due to inclement weather. In
the U.K., the first and third quarters tend to be stronger, driven by the vehicle license plate change months of March and
September. In Brazil, the first quarter is generally the weakest, driven by more consumer vacations and activities associated
with Carnival, while the third and fourth quarters tend to be stronger. Other factors unrelated to seasonality, such as changes in
economic conditions, manufacturer incentive programs, supply issues, seasonal weather events and/or changes in currency
exchange rates may exaggerate seasonal or cause counter-seasonal fluctuations in our revenues and operating income.

Internet Website and Availability of Public Filings

Our internet address is www.grouplauto.com. We make the following information available free of charge on our
website:

* Annual Report on Form 10-K;
* Quarterly Reports on Form 10-Q;
* Current Reports on Form 8-K;

* Amendments to the reports filed or furnished electronically with the SEC pursuant to Section 13(a) or 15(d) of the
Exchange Act;
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* Our Corporate Governance Guidelines;

* The charters for our Audit, Compensation and Human Resources, Finance/Risk Management and Governance &
Corporate Responsibility Committees;

* Our Code of Conduct for Directors, Officers and Employees (“Code of Conduct”); and
* Our Code of Ethics for our Chief Executive Officer, Chief Financial Officer and Controller (“Code of Ethics”).

Within the time period required by the SEC and the NYSE, as applicable, we will post on our website any modifications
to the Code of Conduct and Code of Ethics and any waivers applicable to senior officers as defined in the Code of Conduct or
Code of Ethics, as applicable, as required by the Sarbanes-Oxley Act of 2002. We make our filings with the SEC available on
our website as soon as reasonably practicable after we electronically file such material with, or furnish such material to, the
SEC. The SEC also maintains a website at http://sec.gov that contains reports, proxy and information statements, and other
information regarding our company that we file and furnish electronically with the SEC.

Item 1A. Risk Factors

The following risks have had or in the future could have a material adverse effect on our business and results of
operations.

Market and Industry Risks

Demand for and pricing of our products and services may be adversely impacted by economic conditions and other
factors.

The automotive retail industry, and especially new vehicle unit sales, is influenced by general economic conditions,
particularly consumer confidence, the level of personal discretionary spending, interest rates, exchange rates, fuel prices,
technology and business model changes, supply conditions, consumer transportation preferences, unemployment rates and
credit availability. During economic downturns, retail new vehicle sales typically experience periods of decline characterized by
oversupply and weakened demand. In addition, consumer spending can be materially and adversely impacted by periods of
economic uncertainty as was experienced in the second quarter of 2020, as a result of the lockdowns imposed following the
spread of the COVID-19 pandemic, or consumer concern about manufacturer viability.

Economic conditions can also have a significant impact on our borrowing rates. The majority of our floorplan notes
payable, mortgages and other debt are benchmarked to LIBOR, which can be highly volatile as a result of changing economic
conditions. Although we utilize derivative instruments to partially mitigate our exposure to interest rate fluctuations, significant
increases in LIBOR or other variable interest rates could have a material adverse impact on our interest expense due to the
significance of our debt and floorplan balances. Additionally, our LIBOR-based contracts will be impacted by the expected
transition away from LIBOR after 2021. Refer to Item 7A. Quantitative and Qualitative Disclosures About Market Risk for
further discussion of the LIBOR transition and additional analysis regarding our interest rate sensitivity.

A significant portion of our vehicles purchased by customers are financed. Tightening of the credit markets and credit
conditions may decrease the availability of automotive loans and leases and adversely impact our new and used vehicle sales
and margins. In particular, if sub-prime finance companies apply higher credit standards or if there is a decline in the overall
availability of credit in the sub-prime lending market, the ability of consumers to purchase vehicles could be limited, which
could have a material adverse effect on our business and results of operations.

In addition, local economic, competitive and other conditions affect the performance of our dealerships. Our results of
operations depend substantially on general economic conditions and spending habits in those regions of the U.S. where we
maintain most of our operations.

Changes in consumer demand towards fuel efficient vehicles and electric vehicles could adversely affect our new and
used vehicle sales volumes, parts and service revenues and our results of operations.

Volatile fuel prices have affected and may continue to affect consumer preferences in connection with the purchase of our
vehicles. Rising fuel prices result in consumers less likely to purchase larger, more expensive vehicles, such as sports utility
vehicles or luxury automobiles, and more likely to purchase smaller, less expensive and more fuel efficient vehicles.
Conversely, lower fuel prices could have the opposite effect. Sudden changes in customer preferences make maintenance of an
optimal mix of large and small vehicle inventory a challenge. Further increases or sharp declines in fuel prices could have a
material adverse effect on our business and results of operations.
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Changes in fuel prices, government support, improvements in electric vehicles and more electric vehicle options have
increased the customer demand for more fuel efficient vehicles and electric vehicles. With a potential increase in demand by
consumers for electric-powered vehicles, our manufacturers will need to adapt their product plans and production capabilities
accordingly to meet these demands. As more electric vehicles potentially enter the market, and internal combustion or diesel
engine vehicle production is reduced, it may be necessary to adapt to such changes by selling and servicing these units
effectively in order to meet consumer demands and support the profitability of our dealerships. If maintenance costs of electric-
powered vehicles were to substantially decrease, this could have a material adverse effect on our parts and service revenues. If
consumer demand increases for fuel efficient vehicles or electric vehicles and our manufacturers are not able to adapt and
produce vehicles that meet the customer demands or we are unable to align with the manufacturers of these vehicles, such
events could adversely affect our new and used vehicle sales volumes, parts and service revenue and our results of operations.

Vehicle technology advancements and changes in consumer vehicle ownership preferences could adversely affect our
new and used vehicle sales volumes, parts and service revenues and our results of operations.

Vehicle technology advancements are occurring at an accelerating pace. This includes driver assist functionality,
autonomous vehicle development, rideshare and vehicle co-ownership business models. Many in the automotive industry
believe that in the near future vehicles will be available to the automotive consumer at low usage costs, which may entice many
vehicle owners, particularly in larger, highly populated areas, to abandon individual car ownership in favor of multiple co-
ownership ride-sharing opportunities. An increased popularity in the ride-sharing subscription business model could adversely
affect our new and used vehicle sales volumes, parts and service revenue and results of operations.

We are subject to risks associated with our dependence on manufacturer business relationships and agreements.

The success of our dealerships is dependent on vehicle manufacturers whom we rely exclusively on for our new vehicle
inventory. Our ability to sell new vehicles is dependent on a vehicle manufacturer’s ability to produce and allocate to our
dealerships an attractive, high quality and desirable product mix at the right time in order to satisfy customer demand.
Manufacturers generally support their franchisees by providing direct financial assistance in various areas, including, among
others, incentives, floorplan assistance and advertising assistance. A discontinuation or change in our manufacturers’ warranty
and incentive programs could adversely affect our business. Manufacturers also provide product warranties and, in some cases,
service contracts to customers. Our dealerships perform warranty and service contract work for vehicles under manufacturer
product warranties and service contracts and we bill the manufacturer directly as opposed to invoicing the customer. In
addition, we rely on manufacturers for various financing programs, OEM replacement parts, training, up-to-date product design,
development of advertising materials and programs and other items necessary for the success of our dealerships.

Vehicle manufacturers may be adversely impacted by economic downturns or recessions, significant declines in the sales
of their new vehicles, increases in interest rates, adverse fluctuations in currency exchange rates, declines in their credit ratings,
reductions in access to capital or credit, labor strikes or similar disruptions (including within their major suppliers), supply
shortages, rising raw material costs, rising employee benefit costs, adverse publicity that may reduce consumer demand for their
products, including due to bankruptcy, product defects, litigation, ability to keep up with technology and business model
changes, poor product mix or unappealing vehicle design, governmental laws and regulations, natural disasters or other adverse
events. In particular, all our OEMs are investing material amounts to develop electric and autonomous vehicles. These
investments could cause financial strain on our OEMs or fail to deliver attractive vehicles for customers which could lead to
adverse impacts on our business. The OEMs are also impacted by the COVID-19 pandemic’s impact on the economy, factory
production, parts shortages, including semiconductor chips, and other disruptions. These and other risks could materially
adversely affect the financial condition of any manufacturer and impact its ability to profitably design, market, produce or
distribute new vehicles, which in turn could have a material adverse effect on our business, results of operations and financial
condition.

Additionally, many U.S. manufacturers of vehicles, parts and supplies are dependent on imported products and raw
materials in their production. Any significant increase in existing tariffs on such goods and raw materials, or implementation of
new tariffs, could adversely affect our profits on the vehicles we sell.
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If we are unable to enter into new franchise agreements with manufacturers in connection with dealership acquisitions
or maintain or renew our existing franchise agreements on favorable terms, our operations may be significantly impaired.

We are dependent on our relationships with manufacturers, which exercise a great degree of influence over our operations
through the franchise agreements. Our franchise agreements may be terminated or not renewed by the manufacturer for a
variety of reasons, including any unapproved changes of ownership or management, sales and customer satisfaction
performance deficiencies and other material breaches of the franchise agreements. Manufacturers may also have a right of first
refusal if we seek to sell dealerships. Additionally, we cannot guarantee that the terms of any renewals will be as favorable to us
as our current agreements. If such an instance occurs, although we are generally protected by automotive dealership franchise
laws requiring “good cause” be shown for such termination, we cannot guarantee that the termination of the franchise will not
be successful.

A manufacturer may also limit the number of its dealerships that we may own or the number that we may own in a
particular geographic area. Delays in obtaining, or failing to obtain, manufacturer approvals and franchise agreements for
dealership acquisitions could adversely affect our acquisition program. From time to time, we have not met all of the
manufacturers’ requirements to make acquisitions and have received requests to dispose of certain of our dealerships. In the
event one or more of our manufacturers sought to prohibit future acquisitions, or imposed requirements to dispose of one or
more of our dealerships, our acquisition and growth strategy could be adversely affected. Moreover, our franchise agreements
do not give us the exclusive right to sell a manufacturer’s product within a given geographic area. Subject to state laws in the
U.S. that are generally designed to protect dealers, a manufacturer may grant another dealer a franchise to start a new dealership
near one of our locations, or an existing dealership may move its dealership to a location that would more directly compete
against us. The location of new dealerships near our existing dealerships could have a material and adverse effect on our
operations and reduce the profitability of our existing dealerships. Furthermore, if current manufacturers or future
manufacturers are not required to conduct their business in accordance with state franchise laws and thereby circumvent the
current dealer-network to sell directly to the customer, our results of operations may be materially and adversely affected.

Substantial competition in automotive sales and services could adversely impact our sales and our margins.

The automotive retail industry is highly competitive. Within our markets we are subject to competition from franchised
automotive dealerships and other businesses as it relates to new and used vehicles, parts and service as well as acquisitions. We
also face competition in arranging financing for our customers’ vehicle purchases from a broad range of financial institutions.
Additionally, we do not have any cost advantage in purchasing new vehicles from vehicle manufacturers, and our franchise
agreements do not grant us the exclusive right to sell a manufacturer’s product within a given geographic area. Increased
competition can adversely impact our sales volumes and margins as well as our ability to acquire dealerships.

Please see Item 1. Business — Competition for further discussion of competition in our industry.

The U.K.’s withdrawal from the EU may have a negative effect on some global economic conditions, financial markets
and our business, which could adversely affect our U.K. revenue and results of operations.

On June 23, 2016, British citizens voted on a referendum in favor of Brexit. The U.K. formally exited the EU on January
31, 2020, however the future terms of the U.K.’s relationship with the EU remain uncertain. Such uncertainty was diminished
on December 24, 2020, as the U.K. and the EU reached agreement in principle on the terms of the EU-U.K. Trade and
Cooperation Agreement (the “EU-U.K. Agreement”), which became provisionally applicable on January 1, 2021 and applies
through the earlier of (1) February 28, 2021 or some other date decided by the Partnership Council (comprising representatives
of the EU and the U.K.) or (2) the EU-U.K. Agreement’s entry into force. The EU-U.K. Agreement covers economic and
security co-operation, has a single overarching governance framework, and includes trade in goods and in services, digital
trade, intellectual property, public procurement, aviation and road transport, energy, fisheries, social security co-ordination, law
enforcement and judicial co-operation in criminal matters, thematic co-operation, participation in EU programs, institutional
arrangements, dispute settlement and safeguards. The scope of the EU-U.K. Agreement is narrower than the pre-Brexit trade
framework, and the effects of Brexit will depend in part on any further agreements the U.K. makes to retain access to EU
markets or to compensate elsewhere with agreements with other global markets. Accordingly, Brexit could adversely affect
U.K. and European market conditions, could contribute to instability in some global financial and foreign exchange markets,
including continued volatility in the value of the GBP or otherwise adversely affect trading agreements or similar cross-border
cooperation arrangements (whether economic, tax, legal, regulatory or otherwise) beyond the date of Brexit. More specifically,
it could lead to:

» Exchange Rate Fluctuations: a decrease in sales or revenues attributable to increased retail prices of new vehicles
imported from other countries in Europe and due to a weaker pound exchange rate and volatility in the currencies in which we
transact our business;
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* Supply Risk: potential increase in supply chain risk for automotive retailers and manufacturers due to the U.K. no
longer being party to the EU’s free trade agreements, however, the U.K. is able to enter into new free trade agreements with the
countries;

* Loss of Franchise Protections: potential future loss of franchise protection laws as provided under EU Block
Exemption. The EU-U.K. Agreement envisages cooperation and coordination between the respective competition authorities
and certain block exceptions currently remain in effect under domestic U.K. law, as amended to apply to the U.K. competition
framework; however, these may be revoked, extended or further amended by U.K. law;

* Economic Risk: the U.K. economy may be negatively impacted, resulting in a decrease to our revenues;

+ Fiscal Risk: the new Rules of Origin apply to goods imported into the U.K from the EU or exported from the U.K to
the EU might lead to the imposition of increased customs taxes and duties;

» Labor Risk: the loss of free movement of employees between the U.K. and EU may impact the hiring and movement
of employees and may subject companies to local labor laws and efforts required to relocate U.K. operations or use EU
subsidiaries; and

» Data Privacy Risk: inability or increased risk in transferring personal data from the U.K. to the EU after expiry of the
six month bridging mechanism in the EU-U.K. Agreement that enables personal data to continue to flow cross-border from the
European Economic Area to the U.K. if the U.K. does not receive a decision from the European Commission that permits such
transfers to continue the same as pre-Brexit.

Any of these effects of Brexit, and others we cannot anticipate, could materially adversely affect our business,
consolidated financial position, results of operations and cash flows.

The impairment of our goodwill and/or indefinite-lived intangibles could have a material adverse effect on our results
of operations.

We assess goodwill and other indefinite-lived intangibles for impairment on an annual basis, or more frequently when
events or circumstances indicate that an impairment may have occurred. Performance issues at individual dealerships, as well as
adverse retail automotive industry and economic trends, increase the risk of an impairment charge, which could have a material
adverse impact on our results of operations. During the year ended December 31, 2020, we recorded goodwill impairment
charges to our Brazil region of $10.7 million. No goodwill impairments were recorded during the year ended December 31,
2019 and 2018. During the years ended December 31, 2020, 2019 and 2018, we recorded $20.8 million, $19.0 million and
$38.7 million, respectively, of impairment of intangible franchise rights. We may be required to record additional impairment
charges if the COVID-19 pandemic continues, and we cannot accurately predict the amount and timing of any additional
impairment charge at this time, however, any such impairment charge could have an adverse effect on our results of operations.
Refer to Note 11. Intangible Franchise Rights and Goodwill within our Notes to Consolidated Financial Statements for further
discussion of impairment.

Our inability to acquire and integrate successful new dealerships into our business could adversely affect the growth of
our revenues and earnings.

Growth in our revenues and earnings partially depends on our ability to acquire new dealerships and successfully integrate
those dealerships into our existing operations. We cannot guarantee that we will be able to identify and acquire dealerships in
the future. In addition, we cannot guarantee that any acquisitions will be successful or on terms and conditions consistent with
past acquisitions. Restrictions by our manufacturers, as well as covenants contained in our debt instruments, may directly or
indirectly limit our ability to acquire additional dealerships. In addition, increased competition for acquisitions may develop,
which could result in fewer acquisition opportunities available to us and/or higher acquisition prices. And, some of our
competitors may have greater financial resources than us.

In addition, managing and integrating additional dealerships into our existing mix of dealerships may result in substantial
costs, diversion of our management’s attention, delays or other operational or financial problems. Acquisitions involve a
number of special risks, including, among other things:

 incurring significantly higher capital expenditures and operating expenses;

« failing to integrate the operations and personnel of the acquired dealerships;

+ entering new markets with which we are not familiar;

 incurring undiscovered liabilities at acquired dealerships, generally, in the case of stock acquisitions;
» disrupting our ongoing business;

« failing to retain key personnel of the acquired dealerships;
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* impairing relationships with employees, manufacturers and customers; and
* incorrectly valuing acquired entities.
Operational Risks

The global outbreak of the COVID-19 pandemic, which has disrupted all of our dealership operations, has, and could
continue to have a material adverse affect on our business, results of operations and cash flows.

The global outbreak of the COVID-19 pandemic had a material adverse impact on our business, including all of our
markets in the U.S., U.K. and Brazil. Extraordinary and wide-ranging actions taken by governmental authorities to reduce the
spread of the virus, including mandates for many individuals to substantially restrict daily activities and for many businesses to
curtail or cease normal operations, significantly reduced the operating capacity of all of our dealerships in the U.S., U.K. and
Brazil beginning in mid-March 2020. As the restrictions eased during the latter part of 2020, we continued to experience
disruptions from reduced capacity and departmental shutdowns as a result of COVID-19 outbreaks and quarantines impacting
our employees. Depending on future developments, the COVID-19 pandemic may continue to disrupt our operations and
adversely affect our financial condition and results of operations.

Refer to Item 1. Business for further discussion of the impact of the COVID-19 pandemic on each of our regions and our
response to date.

cybersecurity breach, including loss of confidential information or a breach of personally identifiable information
A cyb ity breach, including I dential i ti breach of p lly identifiable i ti
(“PII”) about our customers or employees, could negatively affect operations and result in high costs.

In the ordinary course of business, we receive significant PII about our customers and our employees. A security incident
to obtain such information could be caused by malicious insiders and third parties using sophisticated, targeted methods to
circumvent firewalls, encryption and other security defenses, including hacking, fraud, trickery, or other forms of deception.
Although many companies across many industries are affected by malicious efforts to obtain access to PII, the automotive
dealership industry has been a particular target of identity thieves. The techniques used by cyber attackers change frequently
and may be difficult to detect for long periods of time. We have implemented security measures that are designed to detect and
protect against cyberattacks. Despite these measures and any additional measures we may implement or adopt in the future, our
facilities and systems, and those of our third-party service providers, are vulnerable to security breaches, computer viruses, lost
or misplaced data, programming errors, scams, burglary, human errors, acts of vandalism, or other events. Some of our third-
party service providers have experienced security breaches, although we have not been significantly impacted. If an
unauthorized party is successful in obtaining confidential information of our dealerships or our customers or disrupting our
operations through a cyberattack, it can increase costs of doing business, negatively affect customer satisfaction and loyalty,
expose us to negative publicity, result in individual claims or consumer class actions, administrative, and civil or criminal
investigations or actions, any of which could have a material adverse effect on our business, results of operations or financial
condition.

In addition, we are subject to numerous laws and regulations designed to protect information of clients, customers,
employees and other third parties that we collect and maintain. See Item 1. Business — Governmental Regulations for
information on our risks related to compliance with such laws and regulations.

Our insurance does not fully cover all of our operational risks, and changes in the cost of insurance or the availability
of insurance could materially increase our insurance costs or result in a decrease in our insurance coverage.

The operation of automobile dealerships is subject to a broad variety of risks. While we have insurance on our real
property, comprehensive coverage for our vehicle inventory, general liability insurance, workers’ compensation insurance,
employee dishonesty coverage, cybersecurity breach insurance, employment practices liability insurance, pollution coverage
and errors and omissions insurance in connection with vehicle sales and financing activities, we are self-insured for a portion of
our potential liabilities. We purchase insurance policies for worker’s compensation, liability, auto physical damage, property,
pollution, employee medical benefits and other risks consisting of large deductibles and/or self-insured retentions.

In certain instances, our insurance may not fully cover an insured loss depending on the magnitude and nature of the
claim. Additionally, changes in the cost of insurance or the availability of insurance in the future could substantially increase
our costs to maintain our current level of coverage or could cause us to reduce our insurance coverage and increase the portion
of our risks that we self-insure.

The insurance companies that underwrite our insurance require that we secure certain of our obligations for self-insured
exposures with collateral. Our collateral requirements are set by the insurance companies and, to date, have been satisfied by
posting surety bonds, letters of credit and/or cash deposits. Our collateral requirements may change from time to time based on,
among other things, our total insured exposure and the related self-insured retention assumed under the policies. We are subject
to potential premium cost fluctuations with the annual renewal of these programs.

17



Natural disasters and adverse weather events can disrupt our business and may adversely impact our results of
operations, financial condition and cash flows.

Some of our dealerships are concentrated in states and regions in the U.S., U.K. and Brazil, in which actual or threatened
natural disasters and severe weather events (such as hurricanes, earthquakes, snow storms, flooding and hail storms) have in the
past, and may in the future, disrupt our dealership operations. A disruption in our operations may adversely impact our
business, results of operations, financial condition and cash flows. In addition to business interruption, the automotive retailing
business is subject to substantial risk of property loss due to the significant concentration of property value at dealership
locations. Natural disasters and severe weather events have in the past and may in the future impair the value of our dealership
property. Although we have, subject to certain limitations and exclusions, substantial insurance, including business interruption
insurance, we may be exposed to uninsured losses that could have a material adverse effect on our business, results of
operations and financial condition. For example, in 2019 Tropical Storm Imelda caused catastrophic flooding in Beaumont,
Texas, resulting in $11.9 million in damages not covered by insurance. In 2017, Hurricane Harvey caused catastrophic flooding
in Houston, Texas, one of our primary markets, resulting in $14.7 million in damages not covered by insurance. Additionally,
should we suffer significant losses in a short period of time, we run the risk that our premiums and/or deductibles could
increase, which could adversely affect our business.

Risks associated with our international operations could have a material adverse effect on our business, results of
operations and financial condition.

We have operations outside the U.S., including the U.K. and Brazil. As a result, we face political and economic risks and
uncertainties with respect to our international operations. These risks may include the following, but are not limited to:

» wage inflation in emerging markets;

» legal uncertainties, timing delays and expenses associated with tariffs, labor matters, import or export licenses and
other trade barriers;

* transparency issues in general and, more specifically, the U.S. Foreign Corrupt Practices Act of 1974, as amended, the
U.K. Bribery Act and other anti-corruption compliance laws and issues;

* inability to obtain or preserve franchise rights in the foreign countries in which we operate; and
 fluctuations in foreign currency translations within our financial statements driven by exchange rate volatility.
Legal, Regulatory and Compliance Risks

We are subject to automotive and other laws and regulations, which, if we are found to have violated, may adversely
affect our business and results of operations.

We operate in a highly regulated industry. A number of laws and regulations applicable to automotive companies affect
our business and conduct, including, but not limited to, our sales, operations, financing, insurance, advertising and employment
practices. Other rules such as franchise laws and regulations, consumer protection laws and other extensive laws and
regulations apply to new and used motor vehicle dealers. Additionally, in every jurisdiction in which we operate, we must
obtain various permits and licenses in order to conduct our businesses. Any failure to comply with these laws and regulations
may result in the assessment of administrative, civil or criminal penalties, the imposition of investigatory remedial obligations
or the issuance of injunctions limiting or prohibiting our operations.

Refer to Item 1. Business — Governmental Regulations for further discussion of automotive and other laws and
regulations impacting our business.

Operational risks associated with environmental laws and regulations may expose us to significant costs and liabilities.

Our business activities in the U.S., U.K. and Brazil are subject to stringent federal, regional, state and local laws,
regulations and other controls governing specific health and safety criteria to address worker protection, the release of materials
into the environment or otherwise relating to environmental protection. These laws, regulations and controls may impose
numerous obligations upon our operations including the acquisition of permits to conduct regulated activities, the imposition of
restrictions on where or how to manage or dispose of used products and wastes, the occurrence of capital expenditures to limit
or prevent releases of such material and the imposition of substantial liabilities for pollution resulting from our operations or
attributable to former operations. Our compliance with these regulations may expose us to significant costs and liabilities.

Additionally, vehicle manufacturers in the U.S., U.K. and Brazil are subject to varying guidelines, laws and regulations
adopted by their applicable governmental and administrative agencies, which include GHG emissions and CAFE standards in
the U.S. Such standards may affect our manufacturers’ ability to produce cost effective vehicles, which may have a material
adverse effect on our sales.
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Refer to Item 1. Business — Governmental Regulations for further discussion of environmental and regulations
impacting our business.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

We lease our corporate headquarters, located at 800 Gessner, Suite 500, Houston, Texas, as well as our regional
headquarters in Brazil. We own our regional headquarters in the U.K. As of December 31, 2020, we had 184 dealerships as
shown below by region and by whether the associated real estate is leased or owned:

Dealerships
Region Owned Leased
United States 83 34
United Kingdom 23 27
Brazil 5 12
Total 111 73

Item 3. Legal Proceedings

From time to time, our dealerships are named in various types of litigation involving customer claims, employment
matters, class action claims, purported class action claims, as well as claims involving the manufacturer of automobiles,
contractual disputes and other matters arising in the ordinary course of business. We are not party to any legal proceedings,
including class action lawsuits that, individually or in the aggregate, are reasonably expected to have a material adverse effect
on our results of operations, financial condition or cash flows. For further discussion of our legal proceedings, refer to Note 16.
Commitments and Contingencies within our Notes to Consolidated Financial Statements.

Item 4. Mine Safety Disclosures
Not Applicable.
PART II
Item 5. Market for Company’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is listed on the NYSE under the symbol “GPI.” There were 43 holders of record of our common stock
as of February 18, 2021. A substantially greater number of holders of our common stock are “street name” or beneficial
holders, whose shares are held of record by banks, brokers and other financial institutions.

Issuer Purchases of Equity Securities

The following table sets forth information with respect to shares of common stock repurchased by us during the three
months ended December 31, 2020:

Approximate Dollar
Total Number of Value of Shares that
Shares Purchased as May Yet Be
Total Number of Part of Publicly Purchased Under the
Shares Average Price  Announced Plans or Plans or Programs
Period Purchased Paid per Share Programs (in millions) ¢
October 1 — October 31, 2020 22,799 $ 106.08 22,799 § 197.6
November 1 — November 30, 2020 86,789 §$ 117.17 86,789 $ 187.4
December 1 — December 31, 2020 156,220 $ 119.63 156,220 $ 168.7

Total 265,808 265,808

D Our Board of Directors from time to time authorizes the repurchase of shares of our common stock up to a certain monetary limit. On
October 5, 2020, our Board of Directors approved a $200.0 million share repurchase authorization. This share repurchase authorization does
not have an expiration date. Future share repurchases are subject to the business judgment of our Board of Directors, taking into consideration
our historical and projected results of operations, financial condition, cash flows, capital requirements, covenant compliance, current
economic environment and other factors considered relevant.

19



Performance Graph

The following graph and table compares the performance of our common stock to the S&P 500 Index and to an industry
peer group for our last five fiscal years. The members of the peer group are Asbury Automotive Group, Inc., AutoNation, Inc.,
Lithia Motors, Inc., Penske Automotive Group, Inc. and Sonic Automotive, Inc. The information contained in the table below

was provided by Zack’s Investment Research, Inc.

The returns of each member of the peer group are weighted according to each member’s stock market capitalization. The
graph assumes that the value of the investment in our common stock, the S&P 500 Index and the peer group was $100 on the
last trading day of December 2015, and that all dividends were reinvested.

Comparison of 5 Year Cumulative Total Return
Assumes Initial Investment of $100
December 2020
$250
$200 /—-I
$150 /
- //
$50
$0
2015 2016 2017 2018 2019 2020
=== Group 1 Automotive, Inc. sl S &P 500 Index - Total Return wmhemPecr Group
Base Period Indexed Returns for the Years Ended
Company /Index 12/31/2015 12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020
Group 1 Automotive, Inc. $§ 100.00 $ 10449 S 96.51 $ 72.81 $ 140.10 $  184.83
S&P 500 $ 100.00 $ 11196 $ 136.40 $ 13042 $ 17149 § 203.04
Peer Group $ 100.00 $ 96.27 $ 98.70 $ 77.06 $ 11797 $ 173.03
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with Part I, including the matters set forth in Item 1A. Risk
Factors, and our Consolidated Financial Statements and notes thereto included elsewhere in this Form 10-K.

Overview

We are a leading operator in the automotive retail industry. Through our dealerships, we sell new and used cars and light
trucks; arrange related vehicle financing; sell service and insurance contracts; provide automotive maintenance and repair
services; and sell vehicle parts. Our operations are aligned into three regions, which comprise our reportable segments: the U.S.,
U.K. and Brazil. The U.S. and Brazil segments are led by the President, U.S. and Brazilian Operations, and the U.K. segment is
led by an Operations Director, each reporting directly to our Chief Executive Officer, who is the CODM. The President, U.S.
and Brazilian Operations, and the U.K. Operations Director are responsible for the overall performance of their respective
regions, as well as for overseeing field level management.

As of December 31, 2020, our retail network consisted of 117 dealerships in the U.S., 50 dealerships in the U.K. and 17
dealerships in Brazil. Our operations are primarily located in major metropolitan areas in 15 states in the U.S., 33 towns in the
U.K. and three states in Brazil.

Our operating results reflect the combined performance of each of our interrelated business activities, which include the
sale of new vehicles, used vehicles, F&I products and parts, as well as maintenance and repair business. Historically, each of
these activities has been directly or indirectly impacted by a variety of supply/demand factors, including vehicle inventories,
consumer confidence, consumer transportation preferences, discretionary spending levels, availability and affordability of
consumer credit, manufacturer incentives, weather patterns, fuel prices and interest rates. For example, during periods of
sustained economic downturn or significant supply/demand imbalances, new vehicle sales may be negatively impacted as
consumers tend to shift their purchases to used vehicles. Some consumers may delay their purchasing decisions altogether,
electing instead to continue to maintain and repair their existing vehicles. In such cases, however, we believe the new vehicle
sales impact on our overall business is mitigated by our ability to offer other products and services, such as used vehicles and
parts, as well as maintenance, repair and collision services. In addition, our ability to expediently adjust our cost structure in
response to changes in new vehicle sales volumes also tempers any negative impact of such sales volume changes.

In 2020, the industry sales in each of our regions was negatively impacted by economic restrictions as a result of the
COVID-19 pandemic and the inventory shortages resulting from reduced manufacturer production and parts disruptions,
including semiconductor chips. According to U.S. industry experts, the annual new light vehicle unit sales for 2020 decreased
14.8%, to 14.5 million units as compared to the same period in 2019. During 2020, new vehicle registrations decreased 29.4%,
to 1.6 million units in the U.K. and decreased 26.6%, to 2.0 million units in Brazil as compared to the same period in 2019. We
expect sustained improvements in industry sales volumes in 2021 as all three markets recover from the pandemic.

We were able to partially offset the profit impact from a reduction in total revenues of 9.9% in 2020 as compared to 2019
by increasing gross margins from 15.1% in 2019 to 16.3% in 2020, resulting in a decline in total gross profit of only 2.6%. The
increase in gross margins was primarily a result of increased new and used vehicle gross margins due to the inventory
shortages. Our cost reduction actions in the spring and summer and an increase in our employee productivity resulted in a
decrease in SG&A as a % of gross profit of 8.7% which more than offset the decrease in gross profit and drove record dilutive
earnings per share of $15.51 in 2020, a 66.0% increase over 2019.

As of December 31, 2020, our total cash liquidity was $263.7 million, which included $87.3 million of cash on hand and
$176.4 million of immediately available funds used to pay down our Floorplan Line and FMCC Facility. We had additional
liquidity available under our Acquisition Line. As further discussed in Liquidity and Capital Resources, we have sufficient
liquidity currently and do not anticipate any material liquidity constraints or issues with our ability to remain in compliance
with debt covenants.

Recent Accounting Pronouncements

Refer to Note 1. Business and Summary of Significant Accounting Policies within our Notes to Consolidated Financial
Statements for further discussion of the most recent pronouncements that impact us.

Critical Accounting Policies and Accounting Estimates

The preparation of our financial statements in conformity with U.S. GAAP requires management to make certain
estimates and assumptions, including those associated with the difficult, subjective and complex areas described above. These
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosures of contingent assets and
liabilities at the balance sheet date and the amounts of revenues and expenses recognized during the reporting period. Below are
the accounting policies and estimates that have been determined to be critical to our business operations and the understanding
of our results of operations.
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Goodwill and Intangible Franchise Rights

Goodwill represents the excess, at the date of acquisition, of the purchase price of the business acquired over the fair value
of the net tangible and intangible assets acquired. We are organized into three geographic regions, the U.S. region, U.K. region
and Brazil region. We have determined that each region represents a reporting unit for the purpose of assessing goodwill for
impairment. Our only recognized identifiable intangible assets, other than goodwill, are rights under franchise agreements with
manufacturers, which are recorded at an individual dealership level.

We evaluate goodwill and intangible franchise rights for impairment annually in the fourth quarter as of October 31, or
more frequently if events or circumstances indicate possible impairment has occurred. In evaluating goodwill and intangibles
for impairment, an optional qualitative assessment may be initially performed to determine whether it is more-likely-than-not
(i.e., a likelihood of greater than 50%) that an impairment exists. If it is concluded that it is more-likely-than-not that an
impairment exists, a quantitative test is required to measure the amount of impairment which, for goodwill, consists of
comparing the fair value of the reporting unit to its carrying amount and, for intangibles, consists of comparing the fair value of
the intangible asset to its carrying amount.

When a quantitative impairment test is performed, we estimate fair value of goodwill using a combination of the
discounted cash flow, or income approach, and the market approach. We weight the income approach and market approach
80% and 20%, respectively, in the fair value model. For our intangible franchise rights, we estimate the fair value of the
respective franchise right using a discounted cash flow, or income approach. The income approach measures fair value by
discounting expected future cash flows at a WACC that proportionately weights the cost of debt and equity. Significant
assumptions in the model include revenue growth rates, future gross margins, future SG&A expenses, the WACC and terminal
growth rates. We apply a five year projection period which aligns with our strategic plan. Key considerations in the assumed
growth rates include industry SAAR projections, macroeconomic conditions including consumer confidence levels,
unemployment rates and gross domestic product growth, and internal measures such as historical financial performance, cost
control and planned capital expenditures. The revenue growth rates assume a significant increase in 2021 as the business
recovers from the pandemic and limited increases in the next four years corresponding with the industry SAAR projections plus
a return to more normal vehicle gross margins as inventories recover. Beyond the five forecasted years, the terminal value is
determined using a perpetuity growth rate based on long-term inflation projections for each reporting unit. Significant inputs to
the WACC include the risk free rate, an adjustment for stock market risk, an adjustment for company size risk and country risk
adjustments for the U.K. and Brazil. In 2020, the WACC applied in the impairment tests for the U.S., U.K. and Brazil was 11%,
13% and 16%, respectively. For the market approach, we utilize recent market multiples of guideline companies for both
revenue and pre-tax net income weighted as appropriate by reporting unit. Developing these assumptions requires applying
management’s knowledge of the industry, recent transactions and reasonable performance expectations for its operations.

The qualitative test includes a review of changes, since the last quantitative test was performed, in those assumptions
having the most significant impact on the current year fair value, which are consistent with the significant assumptions
identified in the quantitative test above.

During the year ended December 31, 2020, we recorded goodwill impairment charges of $10.7 million within the Brazil
reporting unit, largely due to the impact of the COVID-19 pandemic on our Brazilian markets and our operations. There was no
remaining goodwill balance in the Brazil segment following the impairment charges recorded in 2020. As of the last
quantitative test performed for the U.S. and U.K. reporting units in the fourth quarter of 2018, the fair value of the reporting
units each exceeded their respective carrying values by over 90%. Based on the qualitative test performed for the U.S. and U.K.
reporting units in the fourth quarter of 2020, no quantitative test was deemed necessary. No goodwill impairments were
recorded on any reporting units during the year ended December 31, 2019.

During the years ended December 31, 2020 and 2019, we recorded $20.8 million and $19.0 million, respectively, of
impairments of intangible franchise rights. As our intangible franchise rights are tested for impairment at the dealership level,
any impairments are specific to the performance and outlook of the respective dealership. The impact of the COVID-19
pandemic on the economy and unemployment in 2020 adversely impacted our long-term outlook projections, which resulted in
the impairment charges on certain dealerships in the U.S., U.K. and Brazil. See Item 1. Business for a discussion of the impact
of COVID-19 pandemic on each of our regions and our response to date. If the COVID-19 pandemic and any lockdowns or
other restrictions to contain the pandemic continue and impact our long-term projections, we may be required to record
additional impairment charges in the future.

Refer to Note 11. Intangible Franchise Rights and Goodwill within our Notes to Consolidated Financial Statements for
further discussion of our goodwill and intangibles, including the results of our impairment testing.
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Results of Operations

The “same store” amounts presented below include the results of dealerships and corporate headquarters for the identical
months in each period presented in comparison, commencing with the first full month in which the dealership was owned by us
and, in the case of dispositions, ending with the last full month it was owned by us. For example, the results for a dealership
acquired on August 15, 2020 will appear in our same store comparison beginning in 2021 for the period September 2021
through December 2021, when comparing to September 2020 through December 2020 results. If we disposed of a store on
August 15, 2020, the results from this store would be excluded from same store results beginning in August 2020 as July 2020
was the last full month the dealership was owned by us. Same store results provide a measurement of our ability to grow
revenues and profitability of our existing stores and also provide a metric for peer group comparisons. For these reasons, same
store results allows management to manage and monitor the performance of the business and is also useful to investors.

We evaluate our results of operations on both an as reported and a constant currency basis. The constant currency
presentation, which is a non-GAAP measure, excludes the impact of fluctuations in foreign currency exchange rates. We
believe providing constant currency information provides valuable supplemental information regarding our underlying business
and results of operations, consistent with how we evaluate our performance. We calculate constant currency percentages by
converting our current period reported results for entities reporting in currencies other than USD using comparative period
exchange rates rather than the actual exchange rates in effect during the respective periods. The constant currency performance
measures should not be considered a substitute for, or superior to, the measures of financial performance prepared in
accordance with U.S. GAAP. Additionally, we caution investors not to place undue reliance on non-GAAP measures, but also
to consider them with the most directly comparable U.S. GAAP measures. Our management also uses constant currency and
adjusted cash flows from operating, investing and financing activities in conjunction with U.S. GAAP financial measures to
assess our business, including communication with our Board of Directors, investors and industry analysts concerning financial
performance. We disclose these non-GAAP measures, and the related reconciliations, because we believe investors use these
metrics in evaluating longer-term period-over-period performance. These metrics also allow investors to better understand and
evaluate the information used by management to assess operating performance.

Certain amounts in the financial statements may not compute due to rounding. All computations have been calculated
using unrounded amounts for all periods presented. Additionally, refer to Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations in our 2019 Annual Report on Form 10-K for management’s discussion and
analysis of financial condition and results of operations for the fiscal year 2019 compared to fiscal year 2018.
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The following tables summarize our operating results on a reported basis and on a Same Store basis for the year ended
December 31, 2020 as compared to 2019.

Reported Operating Data — Consolidated

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 5,580.8 $ 6,314.1 $ (733.3) (11.6)% | $ (37.5) (11.0)%
Used vehicle retail sales 3,105.7 3,366.6 (261.0) (7.8)% (5.8) (7.6)%
Used vehicle wholesale sales 308.1 355.2 47.1) (13.3)% 2.3) (12.6)%
Total used 3,413.7 3,721.8 (308.1) (8.3)% 8.1) (8.1)%
Parts and service sales 1,389.3 1,510.0 (120.7) (8.0)% (7.1) (7.5)%
F&I, net 467.9 497.9 (29.9) (6.0)% (1.1) (5.8)%
Total revenues $10,851.8 $12,043.8 $(1,191.9) 99% |3 (53.8) (9.4)%
Gross profit:
New vehicle retail sales $ 3305 $ 3008 $ 29.7 99%1| $ 3.1 10.9 %
Used vehicle retail sales 208.7 201.3 7.4 3.7 % (0.6) 4.0 %
Used vehicle wholesale sales 11.0 1.0 10.0 991.6 % 0.3) 1017.5 %
Total used 219.7 202.3 17.4 8.6 % (0.9) 9.0 %
Parts and service sales 750.8 815.0 (64.1) (7.9% (2.9) (7.5)%
F&I, net 467.9 497.9 (29.9) (6.0)% (1.1) (5.8)%
Total gross profit $ 1,769.0 $ 1,816.0 $ (47.0) 26)% ] $ (1.9 (2.2)%
Gross margin:
New vehicle retail sales 59 % 4.8 % 1.2 %
Used vehicle retail sales 6.7 % 6.0 % 0.7 %
Used vehicle wholesale sales 3.6 % 03 % 33%
Total used 6.4 % 54 % 1.0 %
Parts and service sales 54.0 % 54.0 % 0.1 %
F&I, net 100.0 % 100.0 % — %
Total gross margin 16.3 % 15.1 % 1.2 %
Units sold:
Retail new vehicles sold 140,221 169,136 (28,915) (17.1)%
Retail used vehicles sold 140,118 158,549 (18,431) (11.6)%
Wholesale used vehicles sold 41,786 51,205 9,419) (18.4)%
Total used 181,904 209,754 (27,850) (13.3)%
Average sales price per unit sold:
New vehicle retail $ 39,800 $ 37,332 $ 2,469 66%] $ (268) 7.3 %
Used vehicle retail $ 22,165 $ 21,234 $ 931 44%1] $ (42) 4.6 %
Gross profit per unit sold:
New vehicle retail sales $ 2357 $ 1,778 $ 578 325%] $ (22) 33.7 %
Used vehicle retail sales $ 1,490 $ 1,270 $ 220 173 %] $ “4) 17.6 %
Used vehicle wholesale sales $ 263 $ 20 $ 244 1,237.7 % | $ (6) 1,269.3 %
Total used $ 1208 $ 965 $ 243 252 %] $ 5) 25.7 %
F&I PRU $ 1,669 $§ 1,519 $ 150 99%1| $ 4) 10.1 %
Other:
SG&A expenses $ 1,169.3 $ 1,3584 $ (189.1) (13.9% | $ (7.3) (13.4)%
SG&A as % gross profit 66.1 % 74.8 % 8.7)%
Floorplan expense:
Floorplan interest expense $ 39.5 $ 61.6 $ (22.1) (35.8)% | $ (0.1) (35.7%
Less: floorplan assistance " 473 49.1 (1.8) 3.7% — 3.7%
Net floorplan expense $ (78) § 124 $ (202) (162.6)% | $ (0.1) (162.0)%

() Floorplan assistance is included within New vehicle retail Gross profit above and New vehicle retail Cost of sales in our Consolidated
Statements of Operations.
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Same Store Operating Data — Consolidated

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 5,463.0 $ 6,260.6 $ (797.7) 12D% | $ (37.0) (12.2)%
Used vehicle retail sales 3,023.6 3,328.2 (304.6) 9.2)% 5.7) (9.0)%
Used vehicle wholesale sales 299.8 346.4 (46.6) (13.4)% 2.2) (12.8)%
Total used 3,323.4 3,674.6 (351.2) 9.6)% (7.9) 9.3)%
Parts and service sales 1,356.7 1,483.3 (126.6) (8.5)% (7.2) (8.0)%
F&I, net 461.9 4943 (32.4) (6.6)% (1.1) (6.3)%
Total revenues $10,605.0  $11,9129  $(1,307.9) (11.00% | 8$  (53.1) (10.5)%
Gross profit:
New vehicle retail sales $ 3213 $ 2987 $ 22.6 76% | $ 3.1 8.6 %
Used vehicle retail sales 203.7 199.9 3.7 1.9 % (0.6) 2.2 %
Used vehicle wholesale sales 10.9 1.3 9.7 757.1 % 0.3) 777.5 %
Total used 214.6 201.2 13.4 6.7 % (0.9) 7.1 %
Parts and service sales 732.3 802.1 (69.7) 8.1% 2.9 (8.3)%
F&I, net 461.9 494.3 (32.4) (6.6)% (1.1) (6.3)%
Total gross profit $ 1,730.1 $ 1,796.3 $ (66.2) BN%| $ (7.9 (3.2)%
Gross margin:
New vehicle retail sales 5.9 % 4.8 % 1.1 %
Used vehicle retail sales 6.7 % 6.0 % 0.7 %
Used vehicle wholesale sales 3.6 % 0.4 % 33%
Total used 6.5 % 55% 1.0 %
Parts and service sales 54.0 % 54.1 % (0.1)%
F&I, net 100.0 % 100.0 % — %
Total gross margin 16.3 % 15.1 % 1.2 %
Units sold:
Retail new vehicles sold 137,302 167,245 (29,943) (17.9)%
Retail used vehicles sold 136,865 156,539 (19,674) (12.6)%
Wholesale used vehicles sold 40,767 50,282 (9,515) (18.9)%
Total used 177,632 206,821 (29,189) (14.1)%
Average sales price per unit sold:
New vehicle retail $ 39,788 $ 37,434 $ 2,354 63%] $ (269) 7.0 %
Used vehicle retail $ 22,092 $ 21,261 $ 830 39%1 $ (41) 4.1 %
Gross profit per unit sold:
New vehicle retail sales $ 2,340 $ 1,786 $ 554 3110% 1 $ (22) 32.3 %
Used vehicle retail sales $ 1,488 $ 1,277 $ 211 16.5% | $ 4) 16.9 %
Used vehicle wholesale sales $ 268 $ 25 $ 243 9572 % | $ 6) 982.3 %
Total used $ 1,208 $ 973 $ 235 242 %] $ 5) 24.7 %
F&I PRU $ 1,685 $ 1,527 $ 158 103%] $ 4) 10.6 %
Other:
SG&A expenses $ 1,143.0 $ 1,338.9 $ (195.9) (14.6)% | $ (7.2) (14.1)%
SG&A as % gross profit 66.1 % 74.5 % (8.5)%
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Reported Operating Data — U.S.

(In millions, except unit data)

Revenues:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total revenues

Gross profit:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total gross profit

Gross margin:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total gross margin

Units sold:
Retail new vehicles sold
Retail used vehicles sold
Wholesale used vehicles sold
Total used

Average sales price per unit sold:
New vehicle retail
Used vehicle retail

Gross profit per unit sold:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales

Total used
F&I PRU

Other:
SG&A expenses
SG&A as % gross profit
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For the Years Ended December 31,

Increase/
2020 2019 (Decrease) % Change

$ 4,406.6 $ 48322 $ (425.6) (8.8)%
2,348.5 2,509.9 (161.4) 6.4)%
169.4 174.5 (5.0) (2.9)%
2,517.9 2,684.4 (166.5) (6.2)%
1,162.6 1,234.4 (71.8) (5.8)%
416.3 433.2 (16.9) 3.9%
$ 8,503.4 $ 9,184.2 $ (680.8) (7.4)%
$ 2724 $ 2288 $ 435 19.0 %
162.8 161.7 1.1 0.7 %
7.7 2.5 5.2 207.5 %
170.5 164.2 6.3 3.9 %
626.8 668.5 (41.8) (6.2)%
416.3 433.2 (16.9) 3.9%
$ 1,486.0 $ 1,494.8 $ (8.8) (0.6)%

6.2 % 4.7 % 1.4 %

6.9 % 6.4 % 0.5 %

4.6 % 1.4 % 3.1 %

6.8 % 6.1 % 0.7 %

53.9 % 54.2 % (0.2)%

100.0 % 100.0 % — %

17.5 % 16.3 % 1.2 %
105,022 122,096 (17,074) (14.0)%
108,411 121,016 (12,605) (10.4)%
24,679 28,577 (3,898) (13.6)%
133,090 149,593 (16,503) (11.0)%
$ 41,959 $ 39,577 $ 27382 6.0 %
$ 21,663 $ 20,740 $ 922 4.4 %
$ 2,593 $ 1,874 $ 719 384 %
$ 1,502 $ 1,336 $ 166 124 %
$ 313 $ 88 $ 225 256.0 %
$ 1,281 $ 1,098 $ 184 16.7 %
$ 1951 $ 1,782 $ 169 9.5 %
$ 9470 $ 1,075.6 $ (128.5) (12.0)%

63.7 % 72.0 % (8.2)%



Same Store Operating Data — U.S.

(In millions, except unit data)

Revenues:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total revenues

Gross profit:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total gross profit

Gross margin:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales
Total used
Parts and service sales
F&I, net
Total gross margin

Units sold:
Retail new vehicles sold
Retail used vehicles sold
Wholesale used vehicles sold
Total used

Average sales price per unit sold:
New vehicle retail
Used vehicle retail

Gross profit per unit sold:
New vehicle retail sales
Used vehicle retail sales
Used vehicle wholesale sales

Total used
F&I PRU

Other:
SG&A expenses
SG&A as % gross profit
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For the Years Ended December 31,

Increase/

2020 2019 (Decrease) % Change
$ 43435 $ 4,806.3 $ (462.8) (9.6)%
2,299.4 2,489.2 (189.8) (7.6)%
167.1 171.5 4.4) (2.6)%
2,466.5 2,660.7 (194.2) (7.3)%
1,145.6 1,225.2 (79.7) (6.5)%
412.8 430.8 (18.0) 4.2)%
$ 8,368.4 $ 9,123.1 $ (754.6) (8.3)%
$ 2655 $ 2276 $ 37.9 16.7 %
159.5 160.7 (1.2) (0.7)%
7.7 2.5 5.2 204.5 %
167.2 163.2 4.0 2.5 %
616.6 663.7 47.1) (7.1)%
412.8 430.8 (18.0) 4.2)%
$ 1,462.2 $ 1,485.3 $  (23.1) (1.6)%

6.1 % 4.7 % 1.4 %

6.9 % 6.5 % 0.5 %

4.6 % 1.5 % 32 %

6.8 % 6.1 % 0.6 %

53.8 % 542 % (0.3)%

100.0 % 100.0 % — %

17.5 % 16.3 % 1.2 %
103,790 121,322 (17,532) (14.5)%
106,611 119,655 (13,044) (10.9)%
24,410 28,113 (3,703) (13.2)%
131,021 147,768 (16,747) (11.3)%
$ 41,849 $ 39,616 $ 27233 5.6 %
$ 21,568 $ 20,803 $ 765 3.7 %
$ 2,558 $ 1,876 $ 682 36.4 %
$ 1,496 $ 1,343 $ 153 114 %
$ 317 $ 90 $ 227 250.7 %
$ 1,276 $ 1,104 $ 172 15.6 %
$ 1,962 $ 1,788 $ 174 9.8 %
$ 9346 $ 1,068.9 $ (134.3) (12.6)%

63.9 % 72.0 % (8.0)%



Year Ended December 31, 2020 compared to 2019

The following discussion of our U.S. operating results is on a same store basis. The difference between reported amounts
and same store amounts is related to acquisition and disposition activity, as well as new add-point openings. Our U.S.
dealership operations have been impacted by the reduced demand caused by the COVID-19 pandemic and the restrictions put in
place by local governments to contain the virus.

Revenues

Total revenues in the U.S. during the year ended December 31, 2020 decreased $680.8 million, or 7.4%, as compared to
the same period in 2019. Total same store revenues in the U.S. during the year ended December 31, 2020 decreased $754.6
million, or 8.3%, as compared to the same period in 2019. The decrease in U.S. same store revenues was driven by declines in
all of our revenues streams. The declines of 9.6% in new vehicle retail same store sales, 7.6% in used vehicle retail same store
sales and 2.6% in used vehicle wholesale same store sales were driven by decreases of 14.5%, 10.9% and 13.2% in new
vehicle, used vehicle retail and used vehicle wholesale unit sales, respectively, reflecting reduced demand at our dealerships
caused by the COVID-19 pandemic and inventory supply shortages, in part due to reduced OEM production rates. Our recent
online new and used vehicle sales platform, AcceleRide®, was instrumental in allowing us to connect with and serve our
customers throughout the social distancing requirements and served to help limit our declines. Parts and service same store
revenues decreased 6.5% driven by an 18.9% decrease in collision revenues, a 9.6% decrease in warranty revenues, a 3.9%
decrease in customer-pay revenues and a 0.9% decrease in wholesale parts revenues. F&I same store revenues decreased 4.2%
as a result of a decrease of 12.7% in our retail unit sales as discussed above, which was partially offset by higher penetration
rates and income per contract on many of our finance and insurance product offerings and a decline in our overall chargeback
experience.

Gross Profit

Total gross profit in the U.S. during the year ended December 31, 2020 decreased $8.8 million, or 0.6%, as compared to
the same period in 2019. Total same store gross profit in the U.S. during the year ended December 31, 2020 decreased $23.1
million, or 1.6%, as compared to the same period in 2019. The decrease in total gross profit was driven by decreases in all of
our operations except for new vehicle retail and used vehicle wholesale. New vehicle retail same store gross profit increased
16.7% driven by a 36.4% increase in new vehicle same store gross profit per unit sold, which was partially offset by a 14.5%
decrease in new vehicle retail unit sales. The increase in same store new vehicle gross profit per unit sold was related to supply
constraints of new vehicle inventory as many manufacturers put a hold on production due to the COVID-19 pandemic earlier in
the year and have not yet returned to normal production levels. Used vehicle retail same store gross profit remained relatively
flat, as a 10.9% decrease in used vehicle unit sales was offset by an 11.4% increase in used vehicle retail same store average
gross profit per unit. Used vehicle retail same store gross profit was impacted by both inventory supply constraints and the
reduced demand during the first half of the year caused by the COVID-19 pandemic. Used vehicle wholesale same store gross
profit was driven by an increase in used vehicle wholesale same store gross profit per unit sold, which was partially offset by a
13.2% decrease in used vehicle wholesale unit sales. The increase in same store used vehicle wholesale profit per unit sold was
driven by higher auction prices due to industry supply constraints. Parts and service same store gross profit and F&I same store
gross profit decreased 7.1% and 4.2%, respectively, driven by the decreases described above. Total same store gross margin
increased 120 basis points primarily as a result of higher new vehicle and used vehicle retail and wholesale margins related to
inventory supply constraints.

SG&A Expenses

Our SG&A expenses consist primarily of personnel costs, including salaries, commissions and incentive-based
compensation, as well as rent and facility costs, advertising and other expenses, which include legal, professional fees and
general corporate expenses. Total SG&A expenses in the U.S. during the year ended December 31, 2020 decreased $128.5
million, or 12.0%, as compared to the same period in 2019. Total same store SG&A expenses in the U.S. during the year ended
December 31, 2020, decreased $134.3 million, or 12.6%, as compared to the same period in 2019. As market conditions have
improved in the second half of 2020, we have strived to retain the lower operating cost structure put in place as a result of the
pandemic. Total same store SG&A expenses in the U.S. for the year ended 2019 included $17.8 million in net costs associated
with hailstorms and flooding from Tropical Storm Imelda in Texas; $1.1 million in non-core legal expenses; and $0.5 million in
net gains on real estate and dealership transactions. Total same store SG&A expenses in the U.S. for the year ended 2020
included $10.6 million in expense for an out-of-period adjustment related to stock-based compensation and a $2.7 million gain
related to a favorable legal settlement. Total same store SG&A as a percent of gross profit decreased from 72.0% for the twelve
months ended 2019 to 63.9% for the same period of 2020, driven by cost cutting measures taken to mitigate the impact of the
COVID-19 pandemic.
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Reported Operating Data — U.K.

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 1,021.8 $ 1,195.1 $ (173.2) (145)% | $ 3.7 (14.8)%
Used vehicle retail sales 707.2 771.3 (64.1) (8.3)% 7.4 9.3)%
Used vehicle wholesale sales 126.4 162.3 (36.0) (22.2)% 1.2 (22.9%
Total used 833.5 933.7 (100.1) (10.7)% 8.5 (11.6)%
Parts and service sales 194.8 2279 (33.1) (14.5)% 2.2 (15.5)%
F&I, net 46.6 57.0 (10.4) (18.2)% 0.3 (18.7)%
Total revenues $209.8 $24137 $ (316.8) (13.D)% | $ 147 (13.7%
Gross profit:
New vehicle retail sales $ 47.0 $ 54.2 $ (7.2) (134)% ] $ — (13.4)%
Used vehicle retail sales 42.1 33.7 8.4 24.9 % 0.5 23.4 %
Used vehicle wholesale sales 2.5 (2.7) 5.2 190.8 % — 191.2 %
Total used 44.6 31.0 13.6 43.8 % 0.5 42.1 %
Parts and service sales 109.9 125.4 (15.5) (12.4)% 1.3 (13.4)%
F&I, net 46.6 57.0 (10.4) (18.2)% 0.3 (18.7)%
Total gross profit $ 248.1 $ 2677 $ (19.6) (73)% | $ 2.1 8.D)%
Gross margin:
New vehicle retail sales 4.6 % 45 % 0.1 %
Used vehicle retail sales 6.0 % 4.4 % 1.6 %
Used vehicle wholesale sales 1.9 % 1.1% 3.6 %
Total used 53 % 33 % 2.0 %
Parts and service sales 56.4 % 55.0 % 1.4 %
F&I, net 100.0 % 100.0 % — %
Total gross margin 11.8 % 11.1 % 0.7 %
Units sold:
Retail new vehicles sold 29,684 37,565 (7,881) (21.0)%
Retail used vehicles sold 29,091 33,121 (4,030) (12.2)%
Wholesale used vehicles sold 15,651 20,694 (5,043) (24.4)%
Total used 44,742 53,815 (9,073) (16.9)%
Average sales price per unit sold:
New vehicle retail $ 34,424 $ 31,814 $ 2,610 82% | $ 124 7.8 %
Used vehicle retail $ 24,309 $ 23,288 $ 1,021 44 %] $ 253 33 %
Gross profit per unit sold:
New vehicle retail sales $ 1,583 $ 1,443 $ 139 97%1| $ 2 9.5 %
Used vehicle retail sales $ 1,448 $ 1,018 $ 430 22%]1$ 17 40.5 %
Used vehicle wholesale sales $ 157 $ a3 s 288 2201 % $ ) 220.6 %
Total used $ 997 $ 576 $ 420 729 % | $ 11 71.0 %
F&I PRU $ 793 $ 806 $ (13) (1.6)% ] $ 5 (2.3)%
Other:
SG&A expenses $ 1912 $ 2369 $ (45.6) (193)% | $ 1.6 (19.9%
SG&A as % gross profit 77.1 % 88.5 % (11.4)%
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Same Store Operating Data — U.K.

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 967.0 $ 1,170.3 $ (203.2) (179)% | $ 4.2 (17.7%
Used vehicle retail sales 674.2 756.5 (82.3) (10.9)% 7.5 (11.9)%
Used vehicle wholesale sales 120.4 158.7 (38.2) 24.1)% 1.2 (24.9%
Total used 794.7 915.1 (120.5) (13.2)% 8.7 14.1)%
Parts and service sales 179.3 211.2 (31.9) 15.D)% 2.1 (16.1)%
F&I, net 44.1 55.9 (11.9) (21.2)% 0.3 (21.8)%
Total revenues $ 1,985.0 $ 2,352.6 $ (367.5) (15.6)% | $ 15.3 (16.3)%
Gross profit:
New vehicle retail sales $ 44.7 $ 53.3 $ (8.7) (16.2)% | $ 0.1 (16.4)%
Used vehicle retail sales 40.4 33.4 7.0 21.1 % 0.5 19.6 %
Used vehicle wholesale sales 2.4 (2.5) 4.8 196.2 % — 196.6 %
Total used 42.8 30.9 11.9 38.4 % 0.5 36.8 %
Parts and service sales 101.5 117.6 (16.1) 13.7% 1.2 (14.7%
F&I, net 441 55.9 (11.9) 21.2)% 0.3 21.8)%
Total gross profit $ 2331 $ 257.8 $ (248 9.6)% | $ 2.1 (10.4)%
Gross margin:
New vehicle retail sales 4.6 % 4.6 % 0.1 %
Used vehicle retail sales 6.0 % 4.4 % 1.6 %
Used vehicle wholesale sales 2.0 % (1.6)% 35%
Total used 54 % 34 % 2.0 %
Parts and service sales 56.6 % 55.7 % 0.9 %
F&I, net 100.0 % 100.0 % — %
Total gross margin 11.7 % 11.0 % 0.8 %
Units sold:
Retail new vehicles sold 27,997 36,493 (8,496) (23.3)%
Retail used vehicles sold 27,638 32,550 (4,912) (15.1)%
Wholesale used vehicles sold 14,901 20,302 (5,401) (26.6)%
Total used 42,539 52,852 (10,313) (19.5)%
Average sales price per unit sold:
New vehicle retail $ 34,541 $ 32,069 $ 2472 77 %] $ 151 7.2 %
Used vehicle retail $ 24,394 $ 23,240 $ 1,154 50%] $ 270 3.8 %
Gross profit per unit sold:
New vehicle retail sales $ 1,596 $ 1,462 $ 134 92%| $ 3 9.0 %
Used vehicle retail sales $ 1,462 $ 1,025 $ 437 426%] $ 18 40.8 %
Used vehicle wholesale sales $ 159 $ (a2 $ 280 231.0% | $ ) 231.6 %
Total used $ 1,006 $ 585 $ 421 719 % $ 12 69.9 %
F&I PRU $ 792 $ 810 $ (18) 22)%1] $ 6 2.9)%
Other:
SG&A expenses $ 1772 $ 2247 $ (475 Q1L.1D)% | $ 1.7 21.9%
SG&A as % gross profit 76.0 % 87.2 % (11.1)%
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Year Ended December 31, 2020 compared to 2019

The following discussion of our U.K. operating results is on a same store basis. The difference between reported amounts
and same store amounts is related to acquisition and disposition activity, as well as new add-point openings. Our U.K.
dealership operations have been impacted by the restrictions put in place by the national government in efforts to contain the
COVID-19 pandemic.

Revenues

Total revenues in the U.K. during the year ended December 31, 2020 decreased $316.8 million, or 13.1%, as compared to
the same period in 2019. Total same store revenues in the U.K. during the year ended December 31, 2020 decreased $367.5
million, or 15.6%, as compared to the same period in 2019. On a constant currency basis, total same store revenues decreased
16.3% driven by decreases in all of our operations due to the COVID-19 pandemic. Beginning March 21, 2020, the government
mandated the closure of all U.K. dealerships in efforts to stop the spread of the virus. The government shutdown remained in
effect through May 18, 2020 for service, with the exception of emergency vehicle repairs. U.K. showrooms were allowed to
reopen on June 1, 2020. However, cases of COVID-19 started to rise again causing another government-ordered lockdown
beginning November 5, 2020, continuing at different levels through December. Business recovered between June and
November but not enough to offset the declines caused by the shutdowns. New vehicle retail same store revenues on a constant
currency basis decreased 17.7%, as a 23.3% decrease in new vehicle retail same store unit sales was partially offset by a 7.2%
increase in new vehicle retail same store average sales price per unit sold. On a constant currency basis, used vehicle retail same
store revenues decreased 11.9%, as a 15.1% decline in used vehicle retail same store unit sales was partially offset by a 3.8%
increase in used vehicle retail same store average sales price per unit sold. Parts and service same store revenues decreased
16.1% on a constant currency basis driven by declines of 9.4% in customer-pay, 24.8% in warranty, 29.9% in collision and
23.0% in wholesale parts revenues. The decreases in all parts and service businesses are a result of the limitations put in place
due to the COVID-19 pandemic. F&I same store revenues on a constant currency basis decreased 21.8% driven by the decline
in retail unit sales and lower penetration rates.

Gross Profit

Total gross profit in the U.K. during the year ended December 31, 2020 decreased $19.6 million, or 7.3%, as compared to
the same period in 2019. Total same store gross profit in the U.K. during the year ended December 31, 2020 decreased $24.8
million, or 9.6%, as compared to the same period in 2019. On a constant currency basis, total same store gross profit decreased
10.4% driven by decreases in all of our operations, except for used vehicle, as a result of the COVID-19 pandemic. New vehicle
retail same store gross profit on a constant currency basis decreased 16.4% driven by the decline in retail units discussed above,
partially offset by a 9.0% increase in new vehicle retail same store average gross profit per unit sold. The increase in new
vehicle retail same store gross profit per unit sold reflects supply constraints related to the COVID-19 pandemic as many
manufacturers had put a hold on production earlier in the year. Used vehicle retail same store gross profit on a constant
currency basis increased 19.6%, as a 15.1% decrease in used vehicle retail same store unit sales was more than offset by a
40.8% increase in used vehicle retail same store average gross profit per unit sold. The increase in used vehicle retail same store
average gross profit per unit sold reflects supply constraints similar to new vehicles. Used vehicle wholesale same store gross
profit improved 196.6% on a constant currency basis driven by an increase in auction prices due to supply constraints and
improved processes. Parts and service same store gross profit on a constant currency basis decreased 14.7% as a result of a
16.1% decline in revenues discussed above. F&I same store gross profit on a constant currency basis decreased 21.8% as
discussed above.

SG&A Expenses

Our SG&A expenses consist primarily of personnel costs, including salaries, commissions and incentive-based
compensation, as well as rent and facility costs, advertising and other expenses, which include legal, professional fees and
general corporate expenses. Total SG&A expenses in the U.K. during the year ended December 31, 2020 decreased $45.6
million, or 19.3%, as compared to the same period in 2019. Total same store SG&A expenses in the U.K. during the year ended
December 31, 2020, decreased $47.5 million, or 21.1%, as compared to the same period in 2019. On a constant currency basis,
total same store SG&A expenses decreased 21.9% driven by the implementation and execution of cost reduction strategies as a
reaction to the COVID-19 pandemic coupled with a temporary suspension of the city tax. These cost savings enabled us to
more than offset the decline in gross profit. Total same store SG&A expenses in 2020 included $1.2 million in severance costs
for redundancy due to the COVID-19 pandemic. Total same store SG&A expenses in 2019 included $0.2 million in losses on
dealership and real estate transactions. As a percentage of gross profit, total same store SG&A expenses improved from 87.2%
for the year ended 2019 to 76.0% for the same period in 2020.
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Reported Operating Data — Brazil

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 1524 $ 286.8 $ (134.4) (46.9)% | $ (41.2) (32.5)%
Used vehicle retail sales 50.0 85.4 (35.4) (41.4)% (13.2) (26.0)%
Used vehicle wholesale sales 12.3 18.3 (6.1) (33.D)% 3.5 (14.2)%
Total used 62.3 103.7 (41.5) (40.0)% (16.7) 23.9%
Parts and service sales 31.9 47.6 15.7) (33.0)% 9.3) (13.5)%
F&I, net 5.0 7.6 2.7) (34.9)% 1.4) (16.6)%
Total revenues § 2516 $§ 4459 § (1943) (43.6)% | $  (68.6) (28.2)%
Gross profit:
New vehicle retail sales $ 11.1 $ 17.8 $ (6.7) (B375% | $ 3.1 (19.8)%
Used vehicle retail sales 3.8 5.9 2.1) (36.2)% (1.1) (17.3)%
Used vehicle wholesale sales 0.8 1.2 (0.4) 32.7% 0.3) (11.9)%
Total used 4.6 7.1 2.5) (35.6)% 1.4) (16.4)%
Parts and service sales 14.2 21.0 (6.8) (32.5)% 4.1) (12.8)%
F&I, net 5.0 7.6 2.7) (34.9)% (1.4) (16.6)%
Total gross profit $ 348 $ 535 $ (187) 34.9% | $ (10.0) (16.2)%
Gross margin:
New vehicle retail sales 7.3 % 6.2 % 1.1 %
Used vehicle retail sales 7.5 % 6.9 % 0.6 %
Used vehicle wholesale sales 6.6 % 6.6 % — %
Total used 7.3 % 6.8 % 0.5 %
Parts and service sales 44.5 % 442 % 0.3 %
F&I, net 100.0 % 100.0 % — %
Total gross margin 13.9 % 12.0 % 1.8 %
Units sold:
Retail new vehicles sold 5,515 9,475 (3,960) (41.8)%
Retail used vehicles sold 2,616 4,412 (1,796) (40.7)%
Wholesale used vehicles sold 1,456 1,934 (478) 24.7%
Total used 4,072 6,346 (2,274) (35.8)%
Average sales price per unit sold:
New vehicle retail $ 27,639 $ 30,274 $ (2,636) BN% | $ (7,475) 16.0 %
Used vehicle retail $ 19,120 $ 19,356 $  (236) (12)% 1] $ (5,041) 24.8 %
Gross profit per unit sold:
New vehicle retail sales § 2,012 $§ 1,874 $ 139 74%) $ (568) 37.7 %
Used vehicle retail sales $ 1,438 $ 1,336 $ 102 76 % $ (426) 39.5 %
Used vehicle wholesale sales $ 559 $ 625 $ (66) (10.6)% | $ (172) 17.0 %
Total used $ 1,124 $ 1,120 $ 4 04%] $ (335) 30.3 %
F&I PRU $ 612 $ 551 $ 61 11.1%] $ (172) 42.4 %
Other:
SG&A expenses $ 311 $ 460 $ (149 (B32.4H% | $ 8.9) (13.0)%
SG&A as % gross profit 89.2 % 85.8 % 34 %
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Same Store Operating Data — Brazil

(In millions, except unit data)

For the Years Ended December 31,

Currency
Impact on
Current Constant
Increase/ Period Currency
2020 2019 (Decrease) % Change Results % Change
Revenues:
New vehicle retail sales $ 1524 $ 284.0 $ (131.6) 463)% | $ (41.2) (31.8)%
Used vehicle retail sales 50.0 82.6 (32.6) (39.5)% (13.1) (23.5)%
Used vehicle wholesale sales 12.3 16.2 4.0) 24.4)% (3.4 (3.2)%
Total used 62.3 98.8 (36.5) (37.0)% (16.6) (20.2)%
Parts and service sales 31.9 46.9 (15.0) (32.0)% 9.3) (12.1)%
F&I, net 5.0 7.6 (2.6) (34.3)% (1.4) (15.8)%
Total revenues $ 251.6 $ 4373 $ (185.7) 425% | $ (68.4) (26.8)%
Gross profit:
New vehicle retail sales $ 11.1 $ 17.8 $ (6.7) (B375% | $ 3.1 (19.9)%
Used vehicle retail sales 3.8 5.9 2.1) (36.2)% (1.1) (17.2)%
Used vehicle wholesale sales 0.8 1.2 (0.4) (B1.7% 0.3) (10.7)%
Total used 4.6 7.1 2.5) (35.4)% (1.4) (16.1)%
Parts and service sales 14.2 20.7 (6.5) (B1.5% 4.1) (11.6)%
F&I, net 5.0 7.6 (2.6) (34.3)% (1.4) (15.8)%
Total gross profit $ 348 $ 531 $ (183) 34.4% | $ (10.0) (15.6)%
Gross margin:
New vehicle retail sales 7.3 % 6.3 % 1.0 %
Used vehicle retail sales 7.5 % 7.1 % 0.4 %
Used vehicle wholesale sales 6.6 % 7.3 % (0.7)%
Total used 7.3 % 7.2 % 0.2 %
Parts and service sales 44.5 % 442 % 0.3 %
F&I, net 100.0 % 100.0 % — %
Total gross margin 13.9 % 122 % 1.7 %
Units sold:
Retail new vehicles sold 5,515 9,430 (3,915) (41.5)%
Retail used vehicles sold 2,616 4,334 (1,718) (39.6)%
Wholesale used vehicles sold 1,456 1,867 (411) (22.0)%
Total used 4,072 6,201 (2,129) (34.3)%
Average sales price per unit sold:
New vehicle retail $ 27,639 $ 30,118 $ (2,480) ®B2)%] $ (7,467) 16.6 %
Used vehicle retail $ 19,109 $ 19,051 $ 59 03%] $ (5,021) 26.7 %
Gross profit per unit sold:
New vehicle retail sales $ 2,013 § 1,884 $ 129 68%]| $ (568) 37.0 %
Used vehicle retail sales $ 1,437 $ 1,359 $ 78 58%]| $ (427) 37.2 %
Used vehicle wholesale sales $ 559 $ 638 $ (79) (129)% | $ (172) 14.5 %
Total used $ 1,123 $ 1,142 $ (19) 1.6)% | $ (336) 27.8 %
F&I PRU $ 612 $ 550 $ 62 112%] $ (172) 42.5 %
Other:
SG&A expenses $ 31.1 $ 453 $ (14.2) (31.3)% | $ 8.9) (11.7)%
SG&A as % gross profit 89.3 % 85.2 % 4.0 %
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Year Ended December 31, 2020 compared to 2019

The following discussion of our Brazil operating results is on a same store basis. The difference between reported
amounts and same store amounts is related to acquisition and disposition activity, as well as new add-point openings. Our
Brazil dealership operations have been significantly impacted by the reduced demand caused by the COVID-19 pandemic and
the restrictions put in place by local governments to contain the virus.

Revenues

Total revenues in Brazil during the year ended December 31, 2020 decreased $194.3 million, or 43.6%, as compared to
the same period in 2019. Total same store revenues in Brazil during the year ended December 31, 2020 decreased $185.7
million, or 42.5%, as compared to the same period in 2019. On a constant currency basis, total same store revenues decreased
26.8% with declines in all business lines. Beginning March 20, 2020, all our dealerships were required to close in efforts to stop
the spread of the virus and while our service centers reopened and operated throughout the second quarter, our showrooms did
not reopen until May 2020 with reduced hours. New vehicle retail same store revenues on a constant currency basis decreased
31.8%, as a 41.5% decrease in new vehicle retail same store unit sales was partially offset by a 16.6% increase in new vehicle
retail same store average sales price per unit sold. Used vehicle retail same store revenues on a constant currency basis
decreased 23.5%, reflecting a 39.6% decrease in used vehicle retail same store unit sales partially offset by a 26.7% increase in
used vehicle retail same store average sales price per unit sold. Used vehicle wholesale same store revenues declined 3.2%.
Reduced demand, limited availability of inventory and the closure of our dealerships during the COVID-19 pandemic drove the
reduction in new and used vehicle same store unit sales. The increases in new and used vehicle retail same store average sales
price per unit reflect the supply constraints and a change in brand mix, which has shifted towards our higher priced luxury
brands. Parts and service same store revenues on a constant currency basis decreased 12.1% driven by declines in customer-
pay, warranty and collision business. F&I same store revenues on a constant currency basis decreased 15.8% primarily due to
the decline in retail unit sales partially offset by an increase in income per contract for our retail finance fees.

Gross Profit

Total gross profit in Brazil during the year ended December 31, 2020 decreased $18.7 million, or 34.9%, as compared to
the same period in 2019. Total same store gross profit in Brazil during the year ended December 31, 2020 decreased $18.3
million, or 34.4%, as compared to the same period in 2019. On a constant currency basis, total same store gross profit decreased
15.6% driven by declines in all business lines. New vehicle retail same store gross profit on a constant currency basis decreased
19.9%, as a 41.5% decline in new vehicle retail same store units sold was partially offset by a 37.0% increase in new vehicle
retail same store average gross profit per unit sold. Used vehicle retail same store gross profit on a constant currency basis
decreased 17.2% driven by the 39.6% decline in used vehicle retail same store unit sales, partially offset by 37.2% increase in
used vehicle retail same store average gross profit per unit sold. Used vehicle wholesale same store gross profit on a constant
currency basis decreased 10.7% reflecting the 22.0% decline in wholesale used vehicles same store unit sales partially offset by
a 14.5% increase in used vehicle wholesale same store average gross profit per unit sold. The improvement in new and used
same store gross profit PRU reflects the shift towards our higher priced luxury brands and the supply constraints experienced
during the COVID-19 pandemic as many manufacturers put a hold on production earlier in the year and have not yet returned to
normal production levels. Parts and service same store gross profit decreased 11.6% on a constant currency basis, driven by the
12.1% decrease in parts and service revenues as discussed above. F&I same store gross profit on a constant currency basis
decreased 15.8% as discussed above.

SG&A Expenses

Our SG&A expenses consist primarily of personnel costs, including salaries, commissions and incentive-based
compensation, as well as rent and facility costs, advertising and other expenses, which include legal, professional fees and
general corporate expenses. Total SG&A expenses in Brazil during the year ended December 31, 2020, decreased $14.9
million, or 32.4%, as compared to the same period in 2019. Total same store SG&A expenses in Brazil during the year ended
December 31, 2020, decreased $14.2 million, or 31.3%, as compared to the same period in 2019. On a constant currency basis,
total same store SG&A expenses decreased 11.7% while total gross profit decreased 15.6%, resulting in a 400 basis points
increase in total SG&A expenses as a percentage of gross profit. The decrease in same store SG&A expenses was a result of
cost control initiatives implemented by the management team centered around reducing personnel expense. Total same store
SG&A expenses in 2020 included $0.9 million of severance costs associated with the termination of employees as a result of
the COVID-19 pandemic.
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The following table (in millions) and discussion of our results of operations is on a consolidated basis, unless otherwise
noted.

For the Years Ended December 31,

Increase/
2020 2019 (Decrease) % Change
Depreciation and amortization expense $ 75.8 $ 71.6 $ 42 5.8 %
Asset impairments $ 37.7 $ 222 $ 15.5 69.6 %
Floorplan interest expense $ 39.5 $ 61.6 $ (22.1) (35.8)%
Other interest expense, net $ 62.6 $ 74.9 $ (12.3) (16.5)%
(Gain) loss on extinguishment of debt $ 13.7 $ — $ 13.7 — %
(Benefit) provision for income taxes $ 83.8 $ 533 $ 30.6 574 %

Depreciation and Amortization Expense

Total depreciation and amortization expense during the year ended December 31, 2020 increased $4.2 million, or 5.8%, as
compared to the same period in 2019. The year over year increase is substantially explained by the increase in our U.S.
segment, as we continue to strategically add dealership-related real estate to our investment portfolio and make improvements
to our existing facilities intended to enhance the profitability of our dealerships and the overall customer experience.

Impairment of Assets

We evaluate goodwill and intangible franchise rights for impairment annually in the fourth quarter as of October 31, or
more frequently if events or circumstances indicate possible impairment has occurred. During the year ended December 31,
2020, we recorded goodwill impairment charges of $10.7 million within the Brazil reporting unit. No goodwill impairments
were recorded during the year ended December 31, 2019. During the year ended December 31, 2020, we recorded franchise
rights impairment charges of $11.1 million in the U.K. segment, $9.7 million in the U.S. segment and $0.1 million in the Brazil
segment. During the year ended December 31, 2019, we recorded franchise rights impairment charges of $13.4 million in the
U.S. segment and $5.6 million in the U.K. segment.

We review long-lived assets including property and equipment and ROU assets for impairment at the lowest level of
identifiable cash flows whenever there is evidence that the carrying value of these assets may not be recoverable (i.e., triggering
events). During the year ended December 31, 2020, we recorded property and equipment impairment charges of $4.2 million in
the U.S. segment, and ROU asset impairment charges of $1.8 million in the U.K. segment and $0.2 million in the Brazil
segment. During the year ended December 31, 2019, we recorded property and equipment impairment charges of $1.3 million
in the U.S. segment and $0.5 million in the Brazil segment, and ROU asset impairment charges of $1.4 million in the U.K.
segment.

See Note 11. Intangible Franchise Rights and Goodwill, Note 9. Property and Equipment, Net and Note 10. Leases within
our Notes to Consolidated Financial Statements for further discussion of our impairments.

Floorplan Interest Expense

Total floorplan interest expense during the year ended December 31, 2020 decreased $22.1 million, or 35.8%, as
compared to the same period in 2019. Our floorplan interest expense fluctuates with changes in our borrowings outstanding and
interest rates, which are based on LIBOR, Prime rate or a benchmark rate. To mitigate the impact of interest rate fluctuations,
we employ an interest rate hedging strategy, whereby we swap variable interest rate exposure on a portion of our borrowings
for a fixed interest rate. The year over year decrease was primarily due to lower inventory levels and lower weighted average
interest rates mainly due to a decline in LIBOR, partially offset by higher expense on our interest rate swaps.

Other Interest Expense, Net

Total other interest expense, net during the year ended December 31, 2020 decreased $12.3 million, or 16.5%, as
compared to the same period in 2019. Other interest expense, net consists of interest charges primarily on our Senior Notes, real
estate related debt and other debt, partially offset by interest income. The year over year decrease was primarily attributable to
lower interest rates achieved through debt refinancing in the current year, including the redemption of $300.0 million in
aggregate principal of our 5.25% Senior Notes on April 2, 2020, which was funded at lower interest rates through increased
borrowings on our real estate related debt and Acquisition Line, and the redemption of $550.0 million aggregate principal of
our 5.00% Senior Notes on September 2, 2020, which was funded through the issuance of $550.0 million aggregate principal
amount of our 4.00% Senior Notes on August 17, 2020.
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Loss on Extinguishment of Debt

On April 2, 2020, we fully redeemed $300.0 million in aggregate principal amount of our outstanding 5.25% Senior Notes
due June 2023, at a premium of 102.625%. The total redemption price, consisting of the principal amount of the notes redeemed
plus associated premium, amounted to $307.9 million. We recognized a loss on extinguishment of $10.4 million which included
write offs of an unamortized discount in the amount of $1.9 million and unamortized debt issuance costs in the amount of
$0.6 million.

On September 2, 2020, we fully redeemed $550.0 million in aggregate principal amount of our outstanding 5.00% Senior
Notes due June 2022, at par value. We recognized a loss on extinguishment of $3.3 million which included write offs of an
unamortized discount in the amount of $2.6 million and unamortized debt issuance costs in the amount of $0.7 million.

Provision for Income Taxes

Provision for income taxes during the year ended December 31, 2020 increased $30.6 million, or 57.4%, as compared to
the same period in 2019. For the year ended December 31, 2020, we recorded a tax provision of $83.8 million. The 2020
effective tax rate of 22.6% was lower than the 2019 effective tax rate of 23.4%, primarily as a result of a lower overall effective
state tax rate based on the mix of income among the states we operate in and the relevant apportionment factors, decreased
valuation allowances with respect to net operating losses in certain U.S. states and higher excess tax deductions for stock
compensation, partially offset by increased valuation allowances for Brazil goodwill.

For the year ended December 31, 2019, we recorded a tax provision of $53.3 million. The 2019 effective tax rate of
23.4% was slightly higher than the 2018 effective tax rate of 23.2%, primarily as a result of increased valuation allowances with
respect to net operating losses in certain U.S. states, partially offset by reduced valuation allowances for net operating losses in
Brazil.

We believe that it is more-likely-than-not that our deferred tax assets, net of valuation allowances provided, will be
realized, based primarily on the assumption of future taxable income. We expect our effective tax rate in 2021 will be between
approximately 23.0% and 23.5%.

For further discussion, please see Note 14. Income Taxes within our Notes to Consolidated Financial Statements.
Liquidity and Capital Resources

Our liquidity and capital resources are primarily derived from cash on hand, cash temporarily invested as a pay down of
our Floorplan Line and FMCC Facility levels (see Note 12. Floorplan Notes Payable in our Notes to Consolidated Financial
Statements for additional information), cash from operations, borrowings under our credit facilities, which provide vehicle
floorplan financing, working capital, dealership and real estate acquisition financing and proceeds from debt and equity
offerings. Based on current facts and circumstances, we believe we will have adequate cash flow, coupled with available
borrowing capacity, to fund our current operations, capital expenditures and acquisitions for 2021. If economic and business
conditions deteriorate or if our capital expenditures or acquisition plans for 2021 change, we may need to access the private or
public capital markets to obtain additional funding. See Sources and Uses of Liquidity from Investing Activities section for
further discussion of expectations regarding future capital expenditures.

Cash on Hand

As of December 31, 2020, our total cash on hand was $87.3 million. The balance of cash on hand excludes $176.4 million
of immediately available funds used to pay down our Floorplan Line and FMCC Facility as of December 31, 2020. We use the
pay down of our Floorplan Line and FMCC Facility as a channel for the short-term investment of excess cash.

Cash Flows

We utilize various credit facilities to finance the purchase of our new and used vehicle inventory. With respect to all new
vehicle floorplan borrowings in the normal course of business, the manufacturers of the vehicles draft our credit facilities
directly with no cash flows to or from us. With respect to borrowings for used vehicle financing, we finance up to 85% of the
value of our used vehicle inventory in the U.S. and the funds flow directly between us and the lender.
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We categorize the cash flows associated with borrowings and repayments on these various credit facilities as Cash Flows
from Operating Activities or Cash Flows from Financing Activities in our Consolidated Statements of Cash Flows. All
borrowings from, and repayments to, lenders affiliated with our vehicle manufacturers (excluding the cash flows from or to
manufacturer-affiliated lenders participating in our syndicated lending group) are presented within Cash Flows from Operating
Activities in the Consolidated Statements of Cash Flows in conformity with U.S. GAAP. All borrowings from, and repayments
to, the Revolving Credit Facility (see Note 12. Floorplan Notes Payable in the Notes to Consolidated Financial Statements for
additional information) (including the cash flows from or to manufacturer-affiliated lenders participating in the facility) and
other credit facilities in the U.K. and Brazil unaffiliated with our manufacturer partners (collectively, “Non-OEM Floorplan
Credit Facilities”), are presented within Cash Flows from Financing Activities in conformity with U.S. GAAP. However, the
incurrence of all floorplan notes payable represents an activity necessary to acquire inventory for resale, resulting in a trade
payable. Our decision to utilize our Revolving Credit Facility does not substantially alter the process by which our vehicle
inventory is financed, nor does it significantly impact the economics of our vehicle procurement activities. Therefore, we
believe that all floorplan financing of inventory purchases in the normal course of business should correspond with the related
inventory activity and be classified as an operating activity. As a result, we use the non-GAAP measure “Adjusted net cash
provided by/used in operating activities” and “Adjusted net cash provided by/used in financing activities” to further evaluate
our cash flows. We believe that this classification eliminates excess volatility in our operating cash flows prepared in
accordance with U.S. GAAP and avoids the potential to mislead the users of our financial statements.

In addition, for dealership acquisitions and dispositions that are negotiated as asset purchases, we do not assume transfer
of liabilities for floorplan financing in the execution of the transactions. Therefore, borrowings and repayments of all floorplan
financing associated with dealership acquisitions and dispositions are characterized as either Cash Flow from Operating
Activities or Cash Flow from Financing Activities in the Consolidated Statements of Cash Flows presented in conformity with
U.S. GAAP, depending on the relationship described above. However, the floorplan financing activity is so closely related to
the inventory acquisition process that we believe the presentation of all dealership acquisition and disposition related floorplan
financing activities should be classified as investing activity to correspond with the associated inventory activity, which more
closely reflects the cash flows associated with our acquisition and disposition strategy and eliminates excess volatility in our
operating cash flows prepared in accordance with U.S. GAAP. We have made such adjustments in our adjusted operating cash
flow presentations.

The following table reconciles cash flow provided by (used in) operating, investing and financing activities on a U.S.
GAAP basis to the corresponding adjusted amounts (in millions):

Years Ended December 31,

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES:

Net cash provided by (used in) operating activities $ 8054 § 370.9
Change in Floorplan notes payable — credit facility and other, excluding floorplan
offset and net acquisitions and dispositions (313.7) (42.8)
Change in Floorplan notes payable — manufacturer affiliates associated with net
acquisitions and dispositions and floorplan offset activity 12.0 4.0

Adjusted net cash provided by (used in) operating activities $ 503.7 $ 332.1
CASH FLOWS FROM INVESTING ACTIVITIES:

Net cash provided by (used in) investing activities $ (74.7) $ (291.6)
Change in cash paid for acquisitions, associated with Floorplan notes payable — 25.2
Change in proceeds from disposition of franchises, property and equipment,
associated with Floorplan notes payable (8.6) (19.5)

Adjusted net cash provided by (used in) investing activities $ (83.3) § (285.9)
CASH FLOWS FROM FINANCING ACTIVITIES:

Net cash provided by (used in) financing activities $ (668.1) $ (67.0)

Change in Floorplan notes payable, excluding floorplan offset 310.3 33.1
Adjusted net cash provided by (used in) financing activities $ (357.8) $ (33.9)
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Sources and Uses of Liquidity from Operating Activities

For the year ended December 31, 2020, we generated $805.4 million of net cash flow from operating activities. On an
adjusted basis for the same period, we generated $503.7 million in net cash flow from operating activities, primarily consisting
of $286.5 million in net income, coupled with non-cash adjustments related to depreciation and amortization of $75.8 million,
asset impairments of $37.7 million, stock-based compensation of $32.3 million, operating lease assets of $24.0 million, loss on
extinguishment of $13.7 million related to the 5.00% Senior Notes and 5.25% Senior Notes, partially offset by a $5.8 million
gain on the disposition of assets. Adjusted net cash flows from operating activities also includes a $35.0 million adjusted net
change in operating assets and liabilities, including cash inflows of $416.1 million from decreases in inventory levels, $56.9
million from net decreases in prepaid expenses and other assets, and $43.5 million from net decreases in contracts-in-transit and
vehicle receivables. These cash inflows were partially offset by cash outflows of $433.9 million from adjusted net floorplan
repayments and $45.9 million from decreases in accounts payable and accrued expenses.

For the year ended December 31, 2019, we generated $370.9 million of net cash flow from operating activities. On an
adjusted basis for the same period, we generated $332.1 million in net cash flow from operating activities, primarily consisting
of $174.0 million in net income, as well as non-cash adjustments related to depreciation and amortization of $71.6 million,
operating lease assets of $28.2 million, asset impairments of $22.2 million, stock-based compensation of $18.8 million and
deferred income taxes of $16.2 million, partially offset by a $5.9 million gain on the disposition of assets. Adjusted net cash
flows from operating activities also includes a $1.8 million adjusted net change in operating assets and liabilities, including cash
inflows of $123.1 million from increases in accounts payable and accrued expenses, and $12.7 million from net decreases in
contracts-in-transit and vehicle receivables. These cash inflows were partially offset by cash outflows of $44.0 million from net
increases in prepaid expenses and other assets, $32.5 million from net increases of accounts and notes receivable, $28.8 million
from an increase in inventory levels and $28.3 million from the decrease in operating lease liabilities.

Working Capital

At December 31, 2020, we had a $161.5 million surplus of working capital. This represents an increase of $67.4 million
from December 31, 2019, when we had a $94.0 million surplus of working capital. Changes in our working capital are typically
explained by changes in floorplan notes payable outstanding. Borrowings on our new vehicle floorplan notes payable, subject to
agreed-upon pay-off terms, are equal to 100% of the factory invoice of the vehicles. Borrowings on our used vehicle floorplan
notes payable, subject to agreed-upon pay-off terms, are limited to 85% of the aggregate book value of our used vehicle
inventory, except in the U.K. and Brazil. At times, we have made payments on our floorplan notes payable using excess cash
flow from operations and the proceeds of debt and equity offerings. As needed, we re-borrow the amounts later, up to the limits
on the floorplan notes payable discussed above, for working capital, acquisitions, capital expenditures or general corporate
purposes.

Sources and Uses of Liquidity from Investing Activities

For the year ended December 31, 2020, we used $74.7 million in net cash flow for investing activities. On an adjusted
basis for the same period, we used $83.3 million in net cash flow for investing activities, primarily consisting of $103.2 million
used for purchases of property and equipment and to construct new and improve existing facilities, and $1.3 million used for
acquisition activity, partially offset by cash inflow of $21.2 million related to the disposition of franchises and property and
equipment. Of the $103.2 million in property and equipment purchases, $77.4 million was used for non-real estate related
capital expenditures, $24.1 million was used for the purchase of real estate associated with existing dealership operations and
$1.7 million represented the net decrease in the accrual for capital expenditures from year-end.

For the year ended December 31, 2019, we used $291.6 million in net cash flow for investing activities. On an adjusted
basis for the same period, we used $285.9 million in net cash flow for investing activities, primarily consisting of $191.8
million for purchases of property and equipment and to construct new and improve existing facilities and $118.0 million used
for acquisition activity, partially offset by cash inflows of $23.9 million related to the dispositions of franchises and property
and equipment. Of the $191.8 million in property and equipment purchases, $95.2 million was used for non-real estate related
capital expenditures, $92.5 million was used for the purchase of real estate associated with existing dealership operations and
$4.1 million represented the net decrease in the accrual for capital expenditures from year-end.
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Capital Expenditures

Our capital expenditures include costs to extend the useful lives of current facilities, as well as to start or expand
operations. In general, expenditures relating to the construction or expansion of dealership facilities are driven by dealership
acquisition activity, new franchises being granted to us by a manufacturer, significant growth in sales at an existing facility,
relocation opportunities or manufacturer imaging programs. We critically evaluate all planned future capital spending, working
closely with our manufacturer partners to maximize the return on our investments. We forecast our capital expenditures for
2021 will be approximately $95.0 million excluding expenditures related to real estate purchases and future acquisitions, which
could generally be funded from excess cash.

Acquisitions

We evaluate the expected return on investment in our consideration of potential business purchases. Cash needed to
complete our acquisitions generally comes from excess working capital, operating cash flows of our dealerships and borrowings
under our floorplan facilities, term loans and our Acquisition Line.

Sources and Uses of Liquidity from Financing Activities

For the year ended December 31, 2020, we used $668.1 million in net cash flow from financing activities. On an adjusted
basis for the same period, we used $357.8 million in net cash flow from financing activities, primarily related to cash outflows
of $857.9 million related to the extinguishment of our 5.00% and 5.25% Senior Notes, $80.2 million related to the repurchase
of our common stock, $65.5 million in net repayments on our Floorplan lines (representing the net cash activity in our floorplan
offset account) and $11.0 million in dividend payments. These cash outflows were partially offset by $550.0 million from the
issuance of our 4.00% Senior Notes and $137.9 million net borrowings on other debt, which primarily reflected increased
mortgage borrowings in the U.S. to partially fund the redemption of the 5.25% Senior Notes.

For the year ended December 31, 2019, we used $67.0 million in net cash flow from financing activities. On an adjusted
basis for the same period, we used $33.9 million in net cash flow from financing activities, primarily related to cash outflows of
$82.9 million in net repayment on our Floorplan lines (representing the net cash activity in our floorplan offset account), $20.3
million in dividend payments, partially offset by $37.6 million in net borrowings on our Acquisition Line and $34.4 million in
net borrowings on other debt.

Credit Facilities, Debt Instruments and Other Financing Arrangements

Our various credit facilities, debt instruments and other financing arrangements are used to finance the purchase of
inventory and real estate, provide acquisition funding and provide working capital for general corporate purposes.

The following table summarizes the commitment of our credit facilities as of December 31, 2020 (in millions):

As of December 31, 2020

Total
Commitment Outstanding Available
U.S. Floorplan Line $ 1,396.0 $ 7412 $ 654.8
Acquisition Line 349.0 64.8 284.2
Total revolving credit facility 1,745.0 806.0 939.0
FMCC facility @ 300.0 95.2 204.8
Total U.S. credit facilities ¥ $ 2,045.0 § 9012 $ 1,143.8

() The available balance at December 31, 2020 includes $160.4 million of immediately available funds. The remaining available balance can
be used for inventory financing.

@ The outstanding balance of $64.8 million is related to outstanding letters of credit of $17.8 million and $47.0 million in borrowings as of
December 31, 2020. The borrowings outstanding under the Acquisition Line included no U.S dollar borrowings and £35.0 million of GBP
borrowings translated at the spot rate on the day borrowed, solely for the purpose of calculating the outstanding and available borrowings
under the Acquisition Line. The available borrowings may be limited from time to time, based on certain debt covenants.

© The available balance as of December 31, 2020 includes $16.0 million of immediately available funds. The remaining available balance
can be used for Ford new vehicle inventory financing.

@ The outstanding balance excludes $258.6 million of borrowings with manufacturer-affiliates and third-party financial institutions for
foreign and rental vehicle financing not associated with any of our U.S. credit facilities.
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We have other credit facilities in the U.S., U.K. and Brazil with third-party financial institutions, most of which are
affiliated with the automobile manufacturers that provide financing for portions of our new, used and rental vehicle inventories.
In addition, we have outstanding debt instruments, including our 4.00% Senior Notes, as well as real estate related and other
debt instruments. Refer to Note 13. Debt in our Notes to Consolidated Financial Statements for further information.

4.00% Senior Notes Issuance

On August 17, 2020, we issued Senior Notes maturing on August 15, 2028 in aggregate principal amount of $550.0
million. Interest on the notes is payable semi-annually on February 15th and August 15th at a coupon rate of 4.00%. The notes
were issued at par and carry an effective interest rate of 4.21% after consideration of associated debt issuance costs. At our
option, we may redeem some or all of the Senior Notes at varying redemption prices (expressed as percentages of principal
amount of the notes) and redemption periods throughout the term. Refer to Note 13. Debt within our Notes to Consolidated
Financial Statements for further information regarding our 4.00% Senior Notes.

5.00% Senior Notes Redemption and Debt Refinancing

On September 2, 2020, we fully redeemed $550.0 million in aggregate principal amount of our outstanding 5.00% Senior
Notes due June 2022, at par value. We recognized a loss on extinguishment of $3.3 million which included write offs of an
unamortized discount in the amount of $2.6 million and unamortized debt issuance costs in the amount of $0.7 million.
Additionally, we paid accrued interest of $6.9 million. The redemption was funded with $550.0 million of our newly issued
4.00% Senior Notes due 2028. See 4.00% Senior Notes Issuance. These refinancings are expected to lower our annual interest
expense by approximately $5.5 million.

5.25% Senior Notes Redemption and Debt Refinancing

On April 2, 2020, we fully redeemed $300.0 million in aggregate principal amount of our outstanding 5.25% Senior Notes
due June 2023, at a premium of 102.625%. The total redemption price, consisting of the principal amount of the notes redeemed
plus associated premium, amounted to $307.9 million. We recognized a loss on extinguishment of $10.4 million, which
included write offs of an unamortized discount in the amount of $1.9 million and unamortized debt issuance costs in the amount
of $0.6 million. Additionally, we paid $4.6 million of accrued interest up to the date of redemption. The redemption was funded
through a combination of Acquisition Line borrowings, mortgage borrowings and excess cash. Additional mortgage debt was
funded during the second quarter of 2020 to provide supplemental liquidity. These refinancings are expected to lower our
annual interest expense by approximately $10.8 million.

Covenants

Our revolving credit facility, indentures governing our senior notes and certain mortgage term loans contain customary
financial and operating covenants that place restrictions on us, including our ability to incur additional indebtedness, create liens
or to sell or otherwise dispose of assets, and to merge or consolidate with other entities. Certain of our mortgage agreements
contain cross-default provisions that in the event of a default of certain mortgage agreements and of our Revolving Credit
Facility, could trigger an uncured default.

As of December 31, 2020, we were in compliance with the requirements of the financial covenants under our debt
agreements. We are required to maintain the ratios detailed in the following table:

As of December 31, 2020

Required Actual
Total adjusted leverage ratio <5.50 2.29
Fixed charge coverage ratio >1.20 4.11

Based on our position as of December 31, 2020 and our outlook as discussed within “Management's Discussion and
Analysis of Financial Condition and Results of Operations,” we have sufficient liquidity currently and do not anticipate any
material liquidity constraints or issues with our ability to remain in compliance with our debt covenants.

Refer to Note 12. Floorplan Notes 