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$150,000,000

Sonic Automotive, Inc.

4.25% Convertible Senior Subordinated Notes due 2015

Sonic Automotive, Inc. is offering $150,000,000 aggregate principal amount of its 4.25% Convertible Senior Subordinated Notes due 2015. The
notes will bear interest at the rate of 4.25% per year, which interest rate shall be increased by 0.50% for all periods beginning after November
30, 2010. Interest on the notes is payable on May 31 and November 30 of each year, beginning on May 31, 2006.

The notes will mature on November 30, 2015, unless earlier converted, redeemed or repurchased by us. We may also, at our option, redeem
some or all of the notes for cash at any time on or after November 30, 2010 at a redemption price equal to 100% of the principal amount of the
notes to be redeemed plus accrued and unpaid interest to the redemption date.

The notes will be our unsecured senior subordinated obligations and rank junior in right of payment to all of our other existing and future senior
indebtedness and equal in right of payment to all of our existing and future senior subordinated debt and senior to all future subordinated
indebtedness. The notes will not be guaranteed by any of our subsidiaries and accordingly the notes will be effectively subordinated to the
indebtedness and other liabilities of our subsidiaries.

Holders may convert their notes into cash and shares of our Class A common stock, if any, at a conversion rate of 41.4185 shares of Class A
common stock per $1,000 principal amount of notes, subject to adjustment upon certain events, under the following circumstances: (1) subject to
certain limitations, during a specified conversion period if the trading price for the notes falls below a specified threshold; (2) if we call the notes
for redemption; or (3) upon the occurrence of certain corporate transactions. Upon conversion, we will deliver cash equal to the lesser of the
aggregate principal amount of notes to be converted and our total conversion obligation, plus shares of our Class A common stock in respect of
the remainder, if any, of our conversion obligation. In addition, on or after October 31, 2010, to (and including) the close of business on the
business day immediately preceding the maturity date, holders may convert the notes into cash and shares of our Class A common stock, if any,
regardless of the foregoing circumstances. If certain corporate transactions occur on or prior to November 30, 2010, we will increase the
conversion rate by a number of additional shares of Class A common stock or, in lieu thereof, we may under certain circumstances elect to adjust
the conversion rate and the related conversion obligation so that the notes will be convertible into shares of the acquiring or surviving company,
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in each case as described in this prospectus supplement.

Holders may also require us to repurchase in cash some or all of the notes at a repurchase price equal to 100% of the principal amount of the
notes, plus accrued and unpaid interest up to but excluding the applicable repurchase date, on November 30, 2010 or, subject to specified
exceptions, at any time prior to the notes� maturity following a fundamental change as described in this prospectus supplement.

Our Class A common stock currently trades on the New York Stock Exchange under the symbol �SAH.� On November 17, 2005, the last reported
sale price of our Class A common stock on the NYSE was $19.79 per share.

Investing in the notes involves risks. See � Risk Factors� beginning on page S-13 of this prospectus supplement and page 2 of the
prospectus.

Per Note Total
Public Offering Price(1) 98.125% $ 147,187,500
Underwriting Discount   0.625% $ 937,500
Proceeds, before expenses, to Sonic Automotive, Inc.(1) 97.500% $146,250,000

(1) Plus accrued interest from November 23, 2005, if settlement occurs after that date.

The underwriters may also purchase up to an additional $10,000,000 aggregate principal amount of notes within 13 days from the date of this
prospectus supplement to cover over-allotments, if any.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The notes will be ready for delivery in book-entry form only through the facilities of The Depository Trust Company on or about November 23,
2005.

Joint Book-Running Managers

Banc of America Securities LLC                JPMorgan Merrill Lynch & Co.

The date of this prospectus supplement is November 18, 2005.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first is this prospectus supplement, which describes the specific terms of the offering and the notes. The
second part, the accompanying prospectus, gives more general information, some of which does not apply to this offering.
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If the description of this offering and the notes varies between this prospectus supplement and the accompanying prospectus, you should rely on
the information in this prospectus supplement.

S-2
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Unless we state otherwise, all information in this prospectus supplement assumes that the underwriters do not exercise their over-allotment
option.

In various places in this prospectus supplement and the accompanying prospectus, we refer you to sections of other documents for additional
information by indicating the caption heading of the other sections. The page on which each principal caption included in this prospectus
supplement and the accompanying prospectus can be found is listed in the table of contents above. All cross references in this prospectus
supplement are to captions contained in this prospectus supplement and not in the accompanying prospectus, unless otherwise indicated.

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement contains numerous �forward-looking statements� within the meaning of the Private Litigation Securities Reform Act
of 1995. These forward-looking statements address our future objectives, plans and goals, as well as our intent, beliefs and current expectations
regarding future operating performance, and can generally be identified by words such as �may,� �will,� �should,� �believe,� �expect,� �anticipate,� �intend,�
�plan,� �foresee,� and other similar words or phrases. Specific events addressed by these forward-looking statements include, but are not limited to:

� future acquisitions or dispositions;

� industry trends;

� general economic trends, including employment rates and consumer confidence levels;

� vehicle sales rates and same store sales growth;

� our financing plans; and

� our business and growth strategies.

These forward-looking statements are based on our current estimates and assumptions and involve various risks and uncertainties. As a result,
you are cautioned that these forward-looking statements are not guarantees of future performance, and that actual results could differ materially
from those projected in these forward-looking statements. Factors which may cause actual results to differ materially from our projections
include those risks contained in �Risk Factors� and elsewhere in this prospectus supplement and the filings made by us with the Securities and
Exchange Commission (�SEC�) that are incorporated by reference into this prospectus supplement, as well as:

� our ability to generate sufficient cash flows or obtain additional financing to support acquisitions, capital expenditures, our share
repurchase program, and general operating activities;

� the reputation and financial condition of vehicle manufacturers whose brands we represent, the financial incentives they offer and their
ability to design, manufacture, deliver and market their vehicles successfully;
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� our relationships with manufacturers, which may affect our ability to complete additional acquisitions;

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

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

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

� the timing of and our ability to successfully integrate recent and potential future acquisitions.

You should rely only on the information contained or incorporated by reference into this prospectus supplement or the accompanying
prospectus. We have not, and the underwriters have not, authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent

S-3
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information, you should not rely on it. We are not, and the underwriters are not, making an offer to sell these securities (1) in any jurisdiction
where the offer or sale is not permitted, (2) where the person making the offer is not qualified to do so or (3) to any person who cannot legally be
offered the securities. You should assume that the information appearing in this prospectus supplement, the accompanying prospectus and the
information incorporated by reference herein is accurate only as of their respective dates. Our business, financial condition, results of operations
and prospects may have changed since those dates.

You should not consider any information contained in or incorporated by reference into this prospectus to be legal, business or tax advice. You
should consult your own attorney, business advisor and tax advisor for legal, business and tax advice regarding an investment in our securities.

You should base your decision to invest in our securities solely on information contained in this prospectus supplement or the accompanying
prospectus and information incorporated by reference herein and therein.

No representation or warranty, express or implied, is made as to the accuracy or completeness of the information obtained from third party
sources contained in or incorporated by reference into this prospectus supplement or the accompanying prospectus, and nothing contained in or
incorporated by reference into this prospectus supplement or the accompanying prospectus is, or shall be relied upon as, a promise or
representation, whether as to past or future performance.

This offer may be withdrawn at any time prior to the closing of the offering, and the offering is subject to the terms of this prospectus
supplement and the accompanying prospectus.

No automobile manufacturer or distributor has been involved, directly or indirectly, in the preparation of this prospectus supplement or
accompanying prospectus or in the offering being made hereby. No automobile manufacturer or distributor has been authorized to make any
statements or representations in connection with the offering, and no automobile manufacturer or distributor has any responsibility for the
accuracy or completeness of this prospectus supplement or accompanying prospectus or for the offering.

Except as otherwise indicated, all references in this prospectus supplement to �we,� �us,� �our,� �our company,� �the company� or �Sonic� means Sonic
Automotive, Inc. and its subsidiaries.

S-4
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PROSPECTUS SUPPLEMENT SUMMARY

Sonic Automotive, Inc.

We are one of the largest automotive retailers in the United States. As of November 15, 2005, we operated 174 dealership franchises,
representing 37 different brands of cars and light trucks at 150 locations, and 38 collision repair centers in 15 states. Our dealerships provide
comprehensive services including sales of both new and used cars and light trucks, sales of replacement parts, performance of vehicle
maintenance, warranty, paint and collision repair services, and arrangement of extended service contracts, financing and insurance, vehicle
protection products and other aftermarket products (collectively, �F&I�) for our automotive customers. Our brand diversity allows us to offer a
broad range of products at a wide range of prices from lower priced, or economy vehicles, to luxury vehicles. We believe that this diversity
reduces the risk of changes in customer preferences, product supply shortages and aging products. In addition, although vehicle sales are cyclical
and are affected by many factors, including general economic conditions, consumer confidence, levels of discretionary personal income, interest
rates and available credit, our parts, vehicle maintenance and collision repair services are not closely tied to vehicle sales and are not as
dependent upon near-term vehicle sales volume. As a result, we believe the diversity of these products and services reduces the risk of periodic
economic downturns.

S-5
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The Offering

The summary below describes the principal terms of the notes. Certain of the terms and conditions described below are subject to important
limitations and exceptions. The �Description of Notes� section of this prospectus supplement contains a more detailed description of the terms
and conditions of the notes.

Issuer Sonic Automotive, Inc.

Notes Offered $150,000,000 aggregate principal amount of 4.25% Convertible Senior Subordinated Notes due
2015. We have also granted the underwriters an option to purchase up to an additional
$10,000,000 aggregate principal amount of 4.25% Convertible Senior Subordinated Notes due
2015 from us.

Offering Price Each note will be offered at a price of $981.25 per note, plus accrued interest, if any, from
November 23, 2005.

Maturity November 30, 2015, unless earlier converted, redeemed or repurchased.

Ranking The notes will be our direct, unsecured, senior subordinated obligations and will rank junior in
right of payment with all of our existing and future senior indebtedness and equal in right of
payment with any other future senior subordinated indebtedness and senior to all future
subordinated indebtedness of the company. The notes will not be guaranteed by any of our
subsidiaries and accordingly the notes will be effectively junior to our subsidiaries� existing and
future indebtedness and other liabilities, including trade payables.

At September 30, 2005, we and our subsidiaries had approximately $689.7 million aggregate
principal amount of consolidated debt excluding notes payable�floorplan. Assuming we had
completed the offering and applied the net proceeds as contemplated in this prospectus
supplement, as of September 30, 2005, the notes would have been subordinated or effectively
subordinated to approximately $432.3 million of debt (excluding notes payable�floor plan) and
equal in right of payment to approximately $130.1 million of debt.

Interest Payment 4.25% per year on the principal amount, payable semi-annually in arrears on May 31 and
November 30 of each year, beginning May 31, 2006, which interest rate shall be increased by
0.50% for all periods beginning after November 30, 2010.

Conversion Rights Holders may convert the notes into cash and shares of our Class A common stock, if any, at a
conversion rate of 41.4185 shares per $1,000 principal amount of notes (equal to a conversion
price of approximately $24.14 per share), subject to adjustment, prior to the close of business
on the business day immediately preceding stated maturity only under the following
circumstances:

� prior to October 31, 2010, during the five business day-period after any five
consecutive trading day period, or the measurement period, in which the trading
price per $1,000 principal amount of notes for each day of such measurement
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period was less than 103% of the product of the closing price of our Class A
common stock and the applicable conversion rate for the notes;

� if we have called the notes for redemption and the redemption has not yet occurred;

� upon the occurrence of specified corporate transactions described under �Description
of Notes�Conversion Rights�Conversion upon Specified Corporate Transactions�; or

� on or after October 31, 2010, to (and including) the close of business on the
business day immediately preceding the maturity date, holders may convert the
notes into cash and shares of our Class A common stock, if any, regardless of the
foregoing circumstances.

You will not receive any cash payment or additional shares representing accrued and unpaid interest upon conversion of a note, except in limited
circumstances. Instead, interest will be deemed paid by the cash and Class A common stock, if any, delivered to you upon conversion. Once we
have called the notes for redemption, you may surrender your notes for conversion until the close of business on the second business day prior to
the redemption date.

Upon a surrender of your notes for conversion, we will deliver cash equal to the lesser of the aggregate principal amount of notes to be converted
and our total conversion obligation with regard to those notes. We will deliver shares of our Class A common stock in respect of the remainder,
if any, of our conversion obligation as described under �Description of Notes�Conversion Procedures�Payment upon Conversion.�

If you elect to convert your notes in connection with certain corporate transactions that occur on or prior to November 30, 2010, we will increase
the conversion rate by a number of additional shares of Class A common stock upon conversion as described under �Description of
Notes�Conversion Rights�Conversion Rate Adjustments�Make Whole Amount and Adjustments for Conversion After a Public Acquirer Change of
Control� or, in lieu thereof, we may in certain circumstances elect to adjust the conversion rate and related conversion obligation so that the notes
are convertible into shares of the acquiring or surviving company.

Optional Redemption Prior to November 30, 2010, the notes will not be redeemable. On or after November 30, 2010,
we may, at our option, redeem some or all of the notes in cash, at any time, upon at least 30
days� notice at a price equal to 100% of the principal amount of the notes to be redeemed plus
accrued and unpaid interest up to but not including the date of redemption.

Repurchase of Notes at the Option of the Holder You may require us to repurchase for cash all or a portion of your notes on November 30, 2010
at a repurchase price equal to 100% of the principal amount of the notes to be repurchased plus
accrued and unpaid interest up to but not including, the date of repurchase.

S-7
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Fundamental Change If we undergo a fundamental change (as defined in this prospectus supplement) prior to
maturity of the notes, you will have the right, subject to certain conditions, to require us to
repurchase for cash all or a portion of your notes at a repurchase price equal to 100% of the
principal amount of the notes being repurchased, plus accrued and unpaid interest up to but
excluding the date of repurchase.

Use of Proceeds We estimate that the net proceeds from this offering will be approximately $146.0 million, or
$155.7 million if the underwriters exercise their option to purchase additional notes in full. We
intend to use the net proceeds to repay outstanding borrowings under our revolving credit
facility, which may be reborrowed, and for general corporate purposes, which may include the
repayment or reduction of other indebtedness, capital expenditures, working capital
requirements and acquisitions. We also intend to use approximately $17.1 million (or
approximately $18.2 million if the underwriters exercise in full their option to purchase
additional notes) of the net proceeds for the net cost of the convertible note hedge and warrant
transactions described below. See �Use of Proceeds� and �Purchase of Convertible Note Hedge
and Sale of Warrants.�

Convertible Note Hedge and Warrant
Transactions

In connection with the offering of the notes, we have entered into a convertible note hedge
transaction with each of Bank of America N.A., an affiliate of Banc of America Securities
LLC, and JPMorgan Chase Bank, National Association, an affiliate of J.P. Morgan Securities
Inc. We have also entered into a warrant transaction with each of Bank of America N.A. and
JPMorgan Chase Bank, National Association. These transactions are expected to reduce the
potential dilution of our Class A common stock upon conversion of the notes and, from our
perspective, increase the effective conversion price of the notes. We intend to use
approximately $17.1 million of the net proceeds of this offering to pay the net cost of the
convertible note hedge and warrant transactions. If the underwriters exercise their option to
purchase additional notes to cover over-allotments, we may use a portion of the net proceeds
from the sale of the additional notes to enter into additional convertible note hedge and warrant
transactions.

In connection with hedging these transactions, Bank of America N.A. and JPMorgan Chase Bank,
National Association or their respective affiliates:

� entered into various derivative transactions with respect to our Class A common
stock concurrently with and shortly after the pricing of the notes; and

� may enter into, or may unwind, various derivatives and/or purchase or sell our
Class A common stock in secondary market transactions following the pricing of
the notes (including during any cash settlement averaging period related to a
conversion of notes).

S-8
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These activities could impact the price of our Class A common stock and the notes. See �Risk Factors�The convertible note hedge and warrant
option transactions may affect the value of the notes and our Class A common stock� and �Purchase of Convertible Note Hedge and Sale of
Warrants.�

Sinking Fund None.

Trustee, Paying Agent and Conversion Agent U.S. Bank National Association

Book-Entry Form The notes will be issued in book-entry form and will be represented by a global certificate or
certificates deposited with, or on behalf of, The Depository Trust Company, or DTC, and
registered in the name of a nominee of DTC. Beneficial interests in any of the notes will be
shown on, and transfers will be effected only through, records maintained by DTC or its
nominee and any such interest may not be exchanged for certificated securities except in
limited circumstances.

Trading The notes are a new issue of securities with no established trading market. While the
underwriters have informed us that they intend to make an active public trading market in the
notes, they are under no obligation to do so and may discontinue such activities at any time
without notice. See �Underwriting.� Although the notes will be registered, the notes will not be
listed on any securities exchange or included in any automated dealer quotation system. While
the notes are expected to be designated for trading in the PORTAL market, we cannot assure
you liquidity of the trading market for the notes or that an active public market will develop for
the notes.

Trading Symbol for Our Class A Common StockOur Class A common stock is listed on the New York Stock Exchange under the trading
symbol �SAH.�

Risk Factors You should carefully consider the information set forth in the section of this prospectus
supplement entitled �Risk Factors� as well as the other information included in or incorporated
by reference into this prospectus supplement before deciding whether to invest in the notes.

S-9
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING DATA

The summary consolidated income statement data for the years ended December 31, 2002, 2003 and 2004 and the summary consolidated
balance sheet data as of December 31, 2003 and 2004 are derived from Sonic�s Consolidated Financial Statements, which are incorporated by
reference into this prospectus supplement. The summary consolidated balance sheet data as of December 31, 2002 are derived from Sonic�s
audited financial statements, which are not included or incorporated by reference in this prospectus supplement. The summary consolidated
balance sheet data as of September 30, 2004 are derived from Sonic�s unaudited interim financial statements, which are not included or
incorporated by reference into this prospectus supplement. The summary consolidated income statement data for the nine months ended
September 30, 2004 and September 30, 2005, and the summary consolidated balance sheet data as of September 30, 2005, are derived from
Sonic�s unaudited interim financial statements, which are incorporated by reference into this prospectus supplement. In the opinion of
management, these unaudited financial statements reflect all adjustments necessary for a fair presentation of Sonic�s results of operations and
financial condition. All such adjustments are of a normal recurring nature. The results for interim periods are not necessarily indicative of the
results to be expected for the entire fiscal year. This summary consolidated financial and operating data should be read in conjunction with
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� and Sonic�s Consolidated Financial Statements and the
related notes thereto, incorporated by reference into this prospectus supplement.

Sonic has accounted for all dealership acquisitions using the purchase method of accounting and, as a result, does not include in the financial
statements the results of operations of acquired dealerships prior to the date they were acquired. The �Summary Consolidated Financial and
Operating Data� of Sonic discussed below reflects the results of operations and financial position of each of the dealerships acquired prior to
September 30, 2005. As a result of the effects of our acquisitions, the �Summary Consolidated Financial and Operating Data� set forth below is not
necessarily indicative of the results of operations and financial position of Sonic in the future or the results of operations and financial position
that would have resulted had such acquisitions occurred at the beginning of the periods presented below.

The following financial data for all periods presented reflects Sonic�s September 30, 2005 classification of franchises between continuing
operations and discontinued operations in accordance with Statement of Financial Accounting Standards (�SFAS�) No. 144: Accounting for the
Impairment or Disposal of Long-Lived Assets (�SFAS 144�).

S-10
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Year Ended December 31,
Nine Months Ended

September 30,

2002 2003 2004 2004 2005

(dollars in thousands)
(unaudited)

Income Statement Data:
Revenues:
New vehicles $ 3,733,834 $ 4,119,602 $ 4,376,745 $ 3,240,264 $ 3,617,330
Used vehicles 1,075,417 1,102,687 1,141,616 854,041 933,543
Wholesale vehicles 409,428 410,698 481,928 363,477 408,627

Total vehicle sales 5,218,679 5,632,987 6,000,289 4,457,782 4,959,500
Parts, service and collision repair 814,058 900,737 994,372 736,543 813,366
Finance, insurance and other 177,860 185,066 183,738 138,739 148,378

Total revenues 6,210,597 6,718,790 7,178,399 5,333,064 5,921,244
Cost of sales 5,236,728 5,691,117 6,075,848 4,512,242 5,017,470

Gross profit 973,869 1,027,673 1,102,551 820,822 903,774
Selling, general and administrative expense 736,054 811,904 867,532 642,670 704,600
Depreciation and amortization 7,507 10,890 16,304 11,468 13,086

Operating income 230,308 204,879 218,715 166,684 186,088
Other income/(expense):
Interest expense, floorplan (20,249) (20,116) (25,866) (18,150) (28,465)
Interest expense, other (40,810) (41,480) (42,436) (31,277) (34,445)
Other income/(expense) 3,315 (13,843) 48 62 22

Total other expense (57,744) (75,439) (68,254) (49,365) (62,888)

Income from continuing operations before taxes and cumulative effect
of change in accounting principle 172,564 129,440 150,461 117,319 123,200
Provision for income taxes 65,350 44,229 56,635 43,223 46,569

Income from continuing operations before cumulative effect of change
in accounting principle 107,214 85,211 93,826 74,096 76,631
Discontinued operations:
Loss from operations and the sale of discontinued franchises (645) (9,618) (10,648) (4,208) (9,181)
Income tax benefit/(expense) (5) 1,586 2,893 1,570 3,470

Loss from discontinued operations (650) (8,032) (7,755) (2,638) (5,711)
Cumulative effect of change in accounting principle, net of tax benefit
of $3,325 � (5,619) � � �

Net income $ 106,564 $ 71,560 $ 86,071 $ 71,458 $ 70,920

Ratio of earnings to fixed charges(a) 3.7x 2.9x 3.1x 3.2x 3.1x
Margin Data:
Gross profit margin(b) 15.7% 15.3% 15.4% 15.4% 15.3%
New vehicles 8.0% 7.2% 7.3% 7.2% 7.1%
Used retail vehicles 10.8% 10.5% 10.4% 10.6% 10.7%
Parts, service and collision repair 47.6% 48.4% 48.7% 48.8% 49.0%
Finance, insurance and other 100.0% 100.0% 100.0% 100.0% 100.0%
Balance Sheet Data (at end of period):
Cash $ 10,576 $ 82,082 $ 9,991 $ � $ 6,453
Inventories(c) 929,450 1,046,909 1,095,057 1,015,026 959,383
Total assets 2,375,308 2,686,229 2,901,611 2,784,443 2,780,948
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Notes payable - floor plan(d) 850,162 996,370 1,050,858 925,356 853,212
Total long-term debt(e) 645,809 696,285 671,796 751,792 689,734
Stockholders� equity 637,178 698,333 769,687 756,033 830,853
Other Data:
Capital expenditures $ 92,516 $ 90,419 $ 105,603 $ 73,495 $ 51,126
Number of dealerships 148 153 159 159 154
Number of franchises 192 188 192 192 182
New vehicles sold 134,793 144,771 147,004 110,506 119,496
Used retail vehicles sold 64,181 66,067 64,917 49,151 52,003
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(a) Ratio of earnings to fixed charges is calculated as follows:
Nine Months Ended

Year Ended December 31, September 30,

2000 2001 2002 2003 2004 2004 2005

(dollars in thousands)
Fixed charges:
Interest expense, other $ 39,468 $ 33,261 $ 40,810 $ 41,480 $ 42,436 $ 31,277 $ 34,445
Capitalized interest 1,061 1,407 2,486 2,966 2,795 2,071 1,716
Rent expense (interest factor) 13,958 16,476 18,853 21,901 26,217 19,245 22,636

Total fixed charges $ 54,487 $ 51,144 $ 62,149 $ 66,347 $ 71,448 $ 52,593 $ 58,797

Earnings:
Income from continuing operations before income
taxes and cumulative effect of change in accounting
principle $ 108,229 $ 130,397 $ 172,564 $ 129,440 $ 150,461 $ 117,319 $ 123,200
Fixed charges 54,487 51,144 62,149 66,347 71,448 52,593 58,797
Capitalized interest (1,061) (1,407) (2,486) (2,966) (2,795) (2,071) (1,716)

Total earnings $ 161,655 $ 180,134 $ 232,227 $ 192,821 $ 219,114 $ 167,841 $ 180,281

Ratio of earnings to fixed charges 3.0x 3.5x 3.7x 2.9x 3.1x 3.2x 3.1x

(b) Gross profit margin is defined as gross profit divided by revenues.
(c) Inventories include amounts classified as assets held for sale.
(d) Notes payable � floor plan includes amounts classified as liabilities associated with assets held for sale.
(e) Long-term debt includes current maturities of long-term debt. Long-term debt as of December 31, 2002 includes the payable to Sonic�s chairman of $5.5

million, which was repaid during the year ended December 31, 2003.
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RISK FACTORS

The following is a brief description of certain risks related to this offering. We encourage you to carefully consider and evaluate all of the
information set forth in this prospectus supplement, including the risk factors set forth below and incorporated by reference herein from our
Current Report on Form 8-K dated November 3, 2005 and our other filings with the SEC.

Our significant indebtedness could materially adversely affect our financial health, limit our ability to finance future acquisitions and
capital expenditures and prevent us from fulfilling our financial obligations.

As of September 30, 2005, after giving effect to the offering of the notes and the application of the estimated net proceeds of the offering,
including the repayment of approximately $128.9 million under our revolving credit facility and the net payment of $17.1 million in connection
with the convertible note hedge and warrant option transactions, our total outstanding indebtedness would have been approximately $1,560.3
million, including the following:

� $131.8 million under a revolving credit facility;

� $853.2 million under standardized secured inventory floor plan facilities, including $59.6 million classified as liabilities associated with
assets held for sale;

� $146.2 million in notes offered hereby representing $150.0 million in aggregate principal amount outstanding less unamortized discount
of approximately $3.8 million;

� $127.9 million in 5 1/4% convertible senior subordinated notes due 2009 representing $130.1 million in aggregate principal amount
outstanding less unamortized discount of approximately $2.2 million;

� $272.1 million in 8 5/8% senior subordinated notes due 2013 representing $275.0 million in aggregate principal amount outstanding less
unamortized net discount of approximately $2.9 million; and

� $29.1 million of other secured debt, representing $23.2 million in aggregate principal amount plus unamortized premium of
approximately $5.9 million.

As of September 30, 2005, after giving effect to the offering of the notes and the application of the estimated net proceeds of the offering, we
would have had approximately $357.8 million available for additional borrowings under the revolving credit facility, subject to compliance with
applicable financial covenants. We also had approximately $100.0 million available under a construction/mortgage credit facility for real estate
acquisitions and new dealership construction. We also have significant additional capacity under the floor plan facilities. In addition, the
indentures relating to our senior subordinated notes, convertible senior subordinated notes and other debt instruments allow us to incur additional
indebtedness, including secured indebtedness.

The degree to which we are leveraged could have important consequences to the holders of our securities, including the following:
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� our ability to obtain additional financing for acquisitions, capital expenditures, working capital or general corporate purposes may be
impaired in the future;

� a substantial portion of our current cash flow from operations must be dedicated to the payment of principal and interest on our
indebtedness, thereby reducing the funds available to us for our operations and other purposes;

� some of our borrowings are and will continue to be at variable rates of interest, which exposes us to the risk of increasing interest rates;
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� the indebtedness outstanding under our revolving credit facility and floor plan facilities are secured by a pledge of substantially all the
assets of our dealerships; and

� we may be substantially more leveraged than some of our competitors, which may place us at a relative competitive disadvantage and
make us more vulnerable to changing market conditions and regulations.

In addition, our debt agreements contain numerous covenants that limit our discretion with respect to business matters, including mergers or
acquisitions, paying dividends, incurring additional debt, making capital expenditures or disposing of assets.

The notes are subordinated to our senior indebtedness.

The payment of the principal of, premium, if any, and interest on the notes will be subordinated to the prior payment in full of all of our existing
and future senior indebtedness. In the event of a liquidation, dissolution, reorganization or any similar proceeding, our assets will be available to
pay obligations on the notes only after senior indebtedness has been paid in full. Therefore, there may not be sufficient assets to pay amounts due
on all or any of the notes.

In addition, we may not:

� pay principal of, premium, if any, interest on or any other amounts owing in respect of the notes; or

� purchase, redeem or otherwise retire the notes, if any senior indebtedness is not paid when due or any other default on senior
indebtedness occurs and the maturity of such indebtedness is accelerated in accordance with its terms unless, in either case,
the default has been cured or waived, and the acceleration has been rescinded or the senior indebtedness has been repaid in
full.

Moreover, under certain circumstances, if any non-payment default exists with respect to senior indebtedness, we may not make any payments
on the notes for a specified time, unless such default is cured or waived, any acceleration of such indebtedness has been rescinded or such
indebtedness has been repaid in full. See �Description of Notes�Subordination.�

The notes will be unsecured senior subordinated obligations and, as such, will be subordinated in right of payment with all of the other existing
and future senior indebtedness incurred by us and pari passu in right of payment to all of the existing and future senior subordinated
indebtedness incurred by us. As of September 30, 2005, after giving effect to the offering of the notes and application of the estimated net
proceeds of the offering:

� we would have had $432.3 million of debt which is senior, effectively senior or secured;

� we would have had $853.2 million of secured floor plan indebtedness, including $59.6 million in liabilities associated with assets held
for sale, which would be effectively senior to the notes since the notes will not be guaranteed by any of our subsidiaries; and
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� we would have had $130.1 million of debt ranking pari passu to the notes.

Our indebtedness is described in the footnotes to our audited financial statements contained in our Current Report on Form 8-K dated November
3, 2005, which is incorporated by reference into this prospectus supplement. The notes will not be secured by any of our, or our subsidiaries�,
assets. Our floor plan indebtedness is secured by vehicle inventory and proceeds from the sale of that inventory. The indebtedness under our
revolving facility is secured by:

� our pledge of all the capital stock, membership interests and partnership interests of all of our dealership subsidiaries (to the extent that
such a pledge is permitted by the applicable manufacturer);
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� guarantees by all of our subsidiaries that are, in turn, secured by a lien on all of the assets of these subsidiaries; and

� a lien on all of our other assets, except for real estate owned by us or our subsidiaries.

In the event of a default on the notes or our bankruptcy, liquidation or reorganization, these assets will be available to satisfy the obligations with
respect to the indebtedness secured thereby before any payment therefrom could be made on the notes. Therefore, there may not be sufficient
assets to pay amounts due on all or any of the notes.

The notes are effectively subordinated to the obligations of our subsidiaries.

Our cash flow and ability to service the notes will depend, in large part, upon the cash flow of our subsidiaries and payments of funds by those
subsidiaries to us in the form of repayment of loans, dividends or otherwise. These subsidiaries are separate and distinct legal entities with no
legal obligation to pay any amounts due on the notes or to make funds available therefor. Most of our operating subsidiaries are primary obligors
under our floor plan facilities. In addition, although our operating subsidiaries will not be providing guarantees in connection with the notes, they
do guarantee our indebtedness under our revolving credit facility, other senior debt and our 8 5/8% Senior Subordinated Notes due 2013. See
�Capitalization.� In addition, our subsidiaries have, and in the future may become parties to, financing arrangements that contain limitations on the
ability of our subsidiaries to pay dividends or to make loans or advances to us or otherwise make cash flow available to us. Our indenture does
not restrict such provisions or prohibit us or our subsidiaries from incurring debt or other obligations, including senior indebtedness, under the
indenture. As a result of the factors described herein, the notes are effectively subordinated to the obligations of our subsidiaries. If we or our
subsidiaries incur additional debt or liabilities, our ability to pay our obligations on the notes could be adversely affected.

We may experience significant fluctuations in our stock price, which may significantly affect the trading price of the notes.

Fluctuations in the trading price of our Class A common stock will affect the trading price of the notes. The stock market in general has from
time to time experienced extreme price fluctuations. Often, these changes have been unrelated to the operating performance of the affected
companies. Furthermore, quarter-to-quarter fluctuations in our results of operations caused by changes in customer demand or other factors may
have a significant effect on the market price of our Class A common stock. In addition, general market conditions and international political or
economic factors unrelated to our performance may affect our stock price. These and other conditions and factors could cause the price of our
Class A common stock, and therefore the price of the notes, to fluctuate substantially over short periods.

Shares eligible for future public sale after this offering could adversely affect our stock price.

The 29,932,286 shares of Class A common stock and 12,029,375 shares of Class B common stock (which are convertible into Class A common
stock) owned beneficially by our stockholders at November 14, 2005 and the shares of Class A common stock underlying options granted by us
under our stock option plans may be resold in the public market in the future. The shares of Class B common stock are subject to registration
rights. In addition, such shares, as well as shares issued by us in acquisitions, can be sold freely under Rule 144 or Rule 145, subject to volume
limitations for shares held by affiliates or shares held for less than two years. Shares issued in future acquisitions may also be subject to
registration rights. In addition, shares underlying our options have generally been registered on Form S-8. No prediction can be made as to the
effect that resale of such shares (or their ability for resale) will have on the market price for the Class A common stock prevailing from time to
time. The resale of substantial amounts of Class A common stock, or the perception that such resales may occur, could materially and adversely
affect prevailing market prices for the Class A common stock, and thus the notes. We have agreed not to issue and our executive officers,
principal accounting officer, directors and certain stockholders have agreed not to resell any equity securities during the 90 day period (which
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�Underwriting�No Sales of Similar Securities.�
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We may not have the ability to raise the funds necessary to repurchase the notes upon a fundamental change or on the repurchase date,
as required by the indenture governing the notes.

On November 30, 2010 or following a fundamental change as described under �Description of Notes�Repurchase of Notes by Sonic at the Option
of the Holder� and ��Repurchase of Notes by Sonic at Option of Holder upon a Fundamental Change,� holders of notes may require us to repurchase
their notes for cash. A fundamental change may also constitute an event of default or prepayment under, and result in the acceleration of the
maturity of, our then-existing indebtedness. We cannot assure you that we will have sufficient financial resources, or will be able to arrange
financing, to pay the repurchase price in cash with respect to any notes tendered by holders for repurchase on the repurchase date or upon a
fundamental change. In addition, restrictions in our debt agreements or other indebtedness may not allow us to repurchase the notes. Our failure
to repurchase the notes when required will result in an event of default with respect to the notes.

We depend upon the operations of our subsidiaries.

Our ability to make interest and principal payments when due to holders of the notes depends upon the receipt of sufficient funds from our
subsidiaries. The notes are our obligations. Substantially all of our consolidated assets are held by our subsidiaries and substantially all of our
cash flow and net income are generated by our subsidiaries.

We do not expect an active public trading market for the notes to develop after completion of the offering.

The notes are a new issue of securities with no established trading market. There can be no assurance as to the liquidity of any trading market or
that an active public trading market will develop for the notes, the ability of holders of the notes to sell their notes, or the prices at which holders
of the notes would be able to sell their notes. If markets were to exist, the notes could trade at prices higher or lower than their initial purchase
prices depending on many factors. We do not intend to apply for listing of the notes on any securities exchange or for quotation on any
automated dealer quotation system.

The convertible note hedge and warrant option transactions may affect the value of the notes and our Class A common stock.

In connection with the offering of the notes, we have entered into a convertible note hedge transaction with each of Bank of America N.A., an
affiliate of Banc of America Securities LLC, and JPMorgan Chase Bank, National Association, an affiliate of J.P. Morgan Securities Inc. We
have also entered into a warrant option transaction with each of Bank of America N.A. and JPMorgan Chase Bank, National Association. These
transactions are expected to reduce the potential dilution upon conversion of the notes and, from our perspective, increase the effective
conversion price of the notes. We intend to use approximately $17.1 million of the net proceeds of the offering to pay the net cost of these
transactions. If the underwriters exercise their option to purchase additional notes to cover over-allotments, we may use a portion of the net
proceeds from the sale from the additional notes to enter into additional convertible bond hedge and warrant transactions. These transactions will
be accounted for as an adjustment to our stockholders� equity. In connection with hedging these transactions, Bank of America N.A. and
JPMorgan Chase Bank, National Association or their respective affiliates:

� entered into various derivative transactions with respect to our Class A common stock concurrently with and shortly after the pricing of
the notes; and

�
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may enter into, or may unwind, various derivatives and/or purchase or sell our Class A common stock in secondary market transactions
following the pricing of the notes (including during any cash settlement averaging period related to a conversion of notes).
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Such activities could impact the price of our Class A common stock and the notes. See �Purchase of Convertible Note Hedge and Sale of
Warrants.�

Bank of America N.A. and JPMorgan Chase Bank, National Association, or their respective affiliates are likely to modify their hedge positions
from time to time prior to conversion, redemption or maturity of the notes by purchasing and selling shares of our Class A common stock, or
other of our securities or instruments they may wish to use in connection with such hedging. In particular, to the extent we settle conversions in
cash and shares of our Class A common stock as described under �Description of Notes�Conversion Rights�Payment upon Conversion,� such
hedging modification may occur during any cash settlement averaging period for a conversion of notes, which may have a negative effect on the
value of the consideration received in relation to the conversion of those notes. In addition, we intend to exercise options we hold under the
convertible note hedge transaction whenever notes are converted. In order to unwind its hedge position with respect to those exercised options,
Bank of America N.A. and JPMorgan Chase Bank, National Association, or their respective affiliates, expect to sell shares of our Class A
common stock in secondary market transactions or unwind various derivative transactions with respect to our Class A common stock during the
cash settlement averaging period, if any, for the converted notes.

In addition, if the convertible note hedge and warrant option transactions fail to become effective when this offering of notes is completed, or if
the offering is not completed, Bank of America N.A. and JPMorgan Chase Bank, National Association, or their respective affiliates, may unwind
their hedge positions with respect to our Class A common stock, which could adversely affect the value of our Class A common stock and, as a
result, the value of the notes. We have also agreed to indemnify each of them or any of their affiliates for losses incurred in connection with a
potential unwinding of their hedge positions under certain circumstances. The effect, if any, of any of these transactions and activities on the
market price of our Class A common stock or the notes will depend in part on market conditions and cannot be ascertained at this time, but any
of these activities could adversely affect the value of our Class A common stock and the value of the notes and, as a result, the number of shares
and value of the common stock you will receive upon the conversion of the notes.

The notes will be issued with original issue discount for United States federal income tax purposes.

The notes will be issued with original issue discount (�OID�) for United States federal income tax purposes. Regardless of your method of
accounting, you will be required to include the OID on your notes in your gross income, as ordinary interest income, on a constant yield basis in
advance of the receipt of cash payments to which such income is attributable. See �Certain United States Tax Considerations�.
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USE OF PROCEEDS

The net proceeds to Sonic from the sale of the notes, after deducting estimated offering expenses and the underwriters� discounts, are estimated to
be approximately $146.0 million, or $155.7 million if the underwriters exercise their overallotment option in full. We expect to apply the net
proceeds from the offering of the notes to repay a portion of the amounts outstanding under our revolving credit facility, which may be
reborrowed, and for general corporate purposes, which may include the repayment or reduction of other indebtedness, capital expenditures,
working capital requirements and acquisitions.

We also intend to use approximately $17.1 million (or approximately $18.2 million if the underwriters exercise in full their option to purchase
additional notes) of the net proceeds for the net cost of convertible note hedge and warrant transactions we expect to enter into with Bank of
America N.A. and JPMorgan Chase Bank, National Association, relating to our Class A common stock.

The amounts outstanding under our revolving credit facility bear interest at 2.55% above the one-month LIBOR as quoted in the Wall Street
Journal. As of September 30, 2005, there was approximately $260.6 million outstanding thereunder. Amounts borrowed under our revolving
credit facility were used to finance prior acquisitions and for general corporate purposes.

PRICE RANGE OF COMMON STOCK AND DIVIDENDS

Our Class A common stock is listed on the New York Stock Exchange under the symbol �SAH.� The following table sets forth the high and low
closing sales prices for Sonic�s Class A common stock for each calendar quarter during the periods indicated.

Price Range
of Class A

Common Stock Dividend Paid

High Low Per Share

Fiscal year ended December 31, 2005
First Quarter $ 24.27 $ 21.66 $ 0.12
Second Quarter 22.76 19.23 0.12
Third Quarter 24.37 21.36 0.12
Fourth Quarter (through November 17, 2005) 22.66 19.79 0.12

Fiscal year ended December 31, 2004
First Quarter $ 25.45 $ 21.88 $ 0.10
Second Quarter 26.10 21.18 0.10
Third Quarter 22.35 18.40 0.12
Fourth Quarter 25.32 18.70 0.12

Fiscal year ended December 31, 2003
First Quarter $ 16.69 $ 13.65 $ �
Second Quarter 22.42 14.59 �
Third Quarter 28.65 21.85 0.10
Fourth Quarter 28.64 20.80 0.10
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On November 17, 2005, the last reported sale price for our Class A common stock was $19.79 per share. As of November 14, 2005, we had 89
stockholders of record. We intend to pay dividends in the future based on available cash flows, covenant compliance and other factors. However,
we cannot assure you that any dividend will be paid in the future.
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CAPITALIZATION

The following table sets forth our capitalization on a historical basis as of September 30, 2005, and on a pro forma basis to give effect to the sale
of the notes and the application of the estimated net proceeds therefrom, as described under �Use of Proceeds� in this prospectus supplement. This
table should be read in conjunction with the unaudited Consolidated Financial Statements (including the notes thereto) incorporated by reference
into this prospectus supplement.

September 30, 2005

Actual Pro Forma

(in thousands)
Long-term debt, including current maturities(1):
Revolving Credit Facility(2) $ 260,625 $ 131,775
8 5/8% Senior Subordinated Notes due 2013(3) 272,126 272,126
Notes offered hereby � 146,250(4)
5¼% Convertible Senior Subordinated Notes due 2009(5) 127,898 127,898
Other notes payable(6) 29,085 29,085

Total long-term debt 689,734 707,134
Total stockholders� equity(7) 830,853 813,753

Total capitalization $ 1,520,587 $ 1,520,887

(1) Excludes $853.2 million of short-term floor plan notes payable (classified both as notes payable�floor plan and amounts classified as liabilities associated with
assets held for sale on our consolidated balance sheets).

(2) As of September 30, 2005, we had approximately $229.0 million of availability under the revolving credit facility based on a borrowing base calculated on
the basis of our receivables, inventory and equipment and a pledge of certain additional collateral by an affiliate of ours and subject to the satisfaction of
conditions for future advances. On a pro forma basis, as of September 30, 2005, after giving effect to the offering of the notes and the application of the
estimated net proceeds of the offering, we would have had approximately $357.8 million available for additional borrowings under the revolving credit
facility, subject to compliance with applicable financial covenants. Proforma amount includes $17.1 million due to the anticipated net cost of the convertible
note hedge and the written call option transactions (exclusive of additional anticipated net cost of the convertible note hedge and the written call option
transactions upon exercise of an over-allotment option by underwriters). In addition, we had $100.0 million available under our construction/mortgage credit
facility which we do not currently intend to draw upon.

(3) Amount is net of unamortized discount of approximately $2.9 million.
(4) Does not reflect the expenses of the offering. Excludes notes issuable upon exercise of over-allotment option by underwriters. Reflects discount to

underwriters of $3.8 million.
(5) Amount is net of unamortized discount of approximately $2.2 million.
(6) Includes fair value of fixed to variable interest rate swaps of $2.4 million.
(7) Includes Class A common stock, $.01 par value, 100,000,000 shares authorized, 40,427,960 shares issued and 29,842,596 shares outstanding; Class B

common stock, $.01 par value, 30,000,000 shares authorized, 12,029,375 shares issued and outstanding; and preferred stock $.10 par value, 3,000,000 shares
authorized, no shares issued and outstanding. The pro forma amount reflects an adjustment for the net reduction related to the purchase of the convertible note
hedge and the sale of the warrant option.
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PURCHASE OF CONVERTIBLE NOTE HEDGE AND SALE OF WARRANTS

Concurrently with the pricing of the offering of the notes, we have entered into a convertible note hedge transaction with respect to our Class A
common stock (the �purchased call options�) with each of Bank of America N.A., an affiliate of Banc of America Securities LLC, and JPMorgan
Chase Bank, National Association, an affiliate of J.P. Morgan Securities Inc. (collectively, the �dealers�). The purchased call options will cover, in
the aggregate, subject to anti-dilution adjustments substantially similar to the conversion rate adjustments under the notes, approximately
6,212,775 shares of our Class A common stock. Concurrently with entering into the purchased call option transactions, we entered into warrant
transactions whereby we will sell to the dealers warrants to acquire, subject to customary anti-dilution adjustments, approximately 6,523,414
shares of our Class A common stock (the �sold warrants�) in the aggregate. The terms of the purchased call options and sold warrants are
summarized below. If the underwriters exercise their over-allotment option to purchase additional notes, we may enter into additional purchased
call options in an amount equal to the number of shares initially issuable upon conversion of those additional notes and we may sell additional
warrants in an amount proportionate to the number of warrants sold in the initial transaction.

The purchased call options and sold warrants are separate transactions entered into by us with each of the dealers, are not part of the terms of the
notes and will not affect the terms of the notes. As a holder of the notes, you will not have any rights with respect to the purchased call options
or the sold warrants.

We expect the convertible note hedge transaction to reduce the potential dilution of our Class A common stock upon conversion of the notes in
the event that the market value per share of our Class A common stock at the time of exercise is greater than the strike price of the purchased call
option, which corresponds to the initial conversion price of the notes and is subject to customary adjustments substantially similar to the
conversion rate adjustments under the notes. This transaction will also have the effect of increasing the effective conversion price of the notes
from our perspective.

Subject to certain exceptions, the purchased call options should result in our receipt of shares equal to our obligation to deliver shares, if any,
pursuant to the terms of conversion of the notes. See �Description of Notes�Payment upon Conversion.� If the market value per share, as defined in
the purchased call option transaction document, of our Class A common stock is above the strike price of the purchased call options over the
exercise period and the holders of the notes exercise their option to convert, the purchased call options entitle us to receive from the dealers
shares of our Class A common stock based on the excess of the then current market price of our Class A common stock over the strike price of
the purchased call options subject to a cap, in certain circumstances. Additionally, if the market value per share, as defined in the warrant
transaction document, of our Class A common stock exceeds the strike price of the sold warrants over the exercise period, we will owe the
dealers net shares of our Class A common stock in an amount based on the excess of the then current market price of our Class A common stock
over the strike price of the sold warrants.

If the market value per share, as defined in the warrant transaction document, of our Class A common stock at the maturity of the sold warrants
exceeds the strike price of the sold warrants, the dilution mitigation under the purchased call options will be capped, which means that there
would be dilution from conversion of the notes to the extent that the then market value per share of our Class A common stock exceeds the strike
price of the warrants at the time of conversion.

For a discussion of hedging arrangements that the dealers have entered into and may enter into in the future in connection with these purchased
call options and sold warrants, see �Underwriting� and �Risk Factors�The convertible note hedge and warrant option transactions may affect the
value of the notes and our Class A common stock.�
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DESCRIPTION OF NOTES

We will issue the notes under an indenture dated as of May 7, 2002, as supplemented, between us and U.S. Bank National Association, as
trustee. Each holder may request a copy of the indenture and the form of the notes from the trustee at the address provided herein.

The following description is a summary of the material provisions of the notes and the indenture and does not purport to be complete. This
summary is subject to and is qualified by reference to all the provisions of the notes and the indenture, including the definitions of certain terms
used in the indenture. Wherever particular provisions or defined terms of the indenture or the notes are referred to, these provisions or defined
terms are incorporated in this prospectus supplement by reference. We urge you to read the indenture and the form of the notes in their entirety
because they, and not this description, define each holder�s rights as a holder of the notes.

As used in this �Description of Notes� section, references to �Sonic,� the �company,� �we,� �us� and �our� refer only to Sonic Automotive, Inc. and do not,
unless expressly stated or the context otherwise requires, include its subsidiaries.

General

The notes will mature on November 30, 2015 unless earlier converted, redeemed or repurchased. Each holder has the option, subject to certain
qualifications and the satisfaction of certain conditions and during the periods described below, to convert its notes into cash and shares, if any,
of our Class A common stock at an initial conversion rate of 41.4185 shares of Class A common stock per $1,000 principal amount of notes.
This is equivalent to an initial conversion price of approximately $24.14 per share of Class A common stock. The conversion rate is subject to
adjustment if certain events occur. Upon a surrender of a holder�s notes for conversion, we will deliver cash equal to the lesser of the aggregate
principal amount of notes to be converted and our total conversion obligation. We will deliver shares of our Class A common stock in respect of
the remainder, if any, of our conversion obligation, as described below under ��Conversion Procedures�Payment Upon Conversion.� If we deliver
shares of Class A common stock upon conversion of a note, a holder will receive cash in lieu of a fractional share as described below. A holder
will not receive any cash payment for interest accrued and unpaid to the conversion date except under the limited circumstances described below
herein.

If any interest payment date, maturity date, redemption date, repurchase date or settlement date (including upon the occurrence of a fundamental
change, as described below) falls on a day that is not a business day, then the required payment will be made on the next succeeding business
day with the same force and effect as if made on the date that the payment was due, and no additional interest will accrue on that payment for the
period from and after the interest payment date, maturity date, redemption date or repurchase date (including upon the occurrence of a
fundamental change, as described below), as the case may be, to that next succeeding business day. As used in this prospectus supplement,
�business day� means any day, other than a Saturday or Sunday, that is neither a legal holiday nor a day on which commercial banks are
authorized or required by law, regulation or executive order to close in The City of New York.

Neither we nor any of our subsidiaries will be subject to any financial covenants under the indenture. In addition, neither we nor any of our
subsidiaries are restricted under the indenture from paying dividends, incurring debt, or issuing or repurchasing our securities.

You are not afforded protection under the indenture in the event of a highly leveraged transaction or a change in control of us except to the
extent described below under ��Repurchase of Notes by Sonic at Option of Holder upon a Fundamental Change.�
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The notes will be issued only in denominations of $1,000 principal amount and integral multiples thereof. References to �a note� or �each note� in
this prospectus supplement refer to $1,000 principal amount of the notes. The notes will be limited to $150,000,000 aggregate principal amount,
or $160,000,000 aggregate principal amount if the underwriters� option is fully exercised.
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Subordination of the Notes

General

The payment of the principal of, premium, if any, and interest on, the notes will be subordinated, as set forth in the indenture, in right of
payment, to the prior payment in full of all senior indebtedness. The notes will be senior subordinated indebtedness of the company ranking pari
passu with all other existing and future senior subordinated indebtedness of the company and senior to all future subordinated indebtedness of
the company. None of our subsidiaries will guarantee our obligations under the indenture. As a result, the notes will be effectively subordinated
to the indebtedness and other liabilities of our subsidiaries.

Payment Stoppages

Upon the occurrence and during the continuance of any default in the payment of any designated senior indebtedness beyond any applicable
grace period and after the receipt by the trustee from a representative of holders of any designated senior indebtedness (collectively, a �senior
representative�) of written notice of such default, no payment (other than amounts previously set aside with the trustee) or distribution of any
assets of the company or any subsidiary of any kind or character (excluding certain permitted equity interests or subordinated securities) may be
made by the Company on account of the principal of, premium, if any, or interest on, the notes or on account of the purchase, redemption or
other acquisition of or in respect of, the notes unless and until such default shall have been cured or waived or shall have ceased to exist or such
designated senior indebtedness shall have been discharged or paid in full after which the company shall resume making any and all required
payments in respect of the notes, including any missed payments.

Upon the occurrence and during the continuance of any non-payment default with respect to any designated senior indebtedness pursuant to
which the maturity thereof may then be accelerated immediately (a �non-payment default�) and after the receipt by the trustee and the company
from a senior representative of written notice of such non-payment default, no payment (other than amounts previously set aside with the trustee)
or distribution of any assets of the company of any kind or character (excluding certain permitted equity interests or subordinated securities) may
be made by the Company or any subsidiary on account of the principal of, premium, if any, or interest on, the notes or on account of the
purchase, redemption, conversion or other acquisition of, or in respect of, the notes for the period specified below (the �payment blockage
period�). The payment blockage period shall commence upon the receipt of notice of the non-payment default by the trustee and the company
from a senior representative and shall end on the earliest of:

(i) the 179th day after such commencement;

(ii) the date on which such non-payment default (and all other non-payment defaults as to which notice is given after such payment
blockage period is initiated) is cured, waived or ceases to exist or on which such designated senior indebtedness is discharged or paid
in full; or

(iii) the date on which such payment blockage period (and all non-payment defaults as to which notice is given after such payment
blockage period is initiated) shall have been terminated by written notice to the company or the trustee from the senior representative
initiating such payment blockage period.
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After the occurrence of any of the dates set forth in clauses (i), (ii) or (iii), we will promptly resume making any and all required payments in
respect of the notes, including any missed payments. In no event will a payment blockage period extend beyond 179 days from the date of the
receipt by the company and the trustee of the notice initiating such payment blockage period (such 179-day period referred to as the �initial
period �). Any number of notices of non-payment defaults may be given during the initial period; provided that during any period of 365
consecutive days only one payment blockage period, during which payment of principal of, premium, if any, or interest on, the notes may not be
made, may commence and the duration of such period may not exceed 179 days. No non-payment default with respect to designated senior
indebtedness that existed or was continuing on the date of the commencement of any payment blockage period will be, or can be, made the basis
for the commencement of a second payment blockage period, whether or not within a period of 365 consecutive days, unless such default has
been cured or waived for a period of not less than 90 consecutive days.
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If the company fails to make any payment on the notes when due or within any applicable grace period, whether or not on account of the
payment blockage provisions referred to above, such failure would constitute an event of default under the indenture and would enable the
holders of the notes to accelerate the maturity thereof. See ��Events of Default; Waiver and Notice.�

The indenture will provide that in the event of any insolvency or bankruptcy case or proceeding, or any receivership, liquidation, reorganization
or other similar case or proceeding in connection therewith, relative to the company or its assets, or liquidation, dissolution or other winding up
of the company, whether voluntary or involuntary, or whether or not involving insolvency or bankruptcy, or any assignment for the benefit of
creditors or other marshaling of assets or liabilities of the company, all senior indebtedness must be paid in full before any payment or
distribution (excluding distributions of certain permitted equity interests or subordinated securities) is made on account of the principal of,
premium, if any, or interest on the notes or on account of the purchase, redemption or other acquisition of or in respect of the notes.

Liquidation/Insolvency

By reason of such subordination, in the event of liquidation or insolvency, our creditors who are holders of senior indebtedness may recover
more, ratably, than the holders of the notes. Funds which would be otherwise payable to the holders of the notes will be paid to the holders of
such indebtedness to the extent necessary to pay such indebtedness in full and we may be unable to meet our obligations fully with respect to the
notes.

Related Definitions

�Capital lease obligation� of any person means any obligation of such person and its subsidiaries on a Consolidated basis under any capital lease of
real or personal property which, in accordance with GAAP, is required to be recorded as a capitalized lease obligation.

�Commodity price protection agreement� means any forward contract, commodity swap, commodity option or other similar financial agreement or
arrangement relating to, or the value, which is dependent upon, fluctuations in commodity prices.

�Currency hedging agreements� means one or more of the following agreements which shall be entered into by one or more financial institutions:
foreign exchange contracts, currency swap agreements or other similar agreements or arrangements designed to protect against the fluctuations
in currency values.

�Designated senior indebtedness� means (i) all senior indebtedness under our floor plan facilities, revolving facility or mortgage facility and
(ii) any other senior indebtedness which at the time of determination has an aggregate principal amount outstanding of at least $25 million and
which is specifically designated in the instrument evidencing such senior indebtedness or the agreement under which such senior indebtedness
arises as �designated senior indebtedness� by the company.

�Fair market value� means, with respect to any asset or property, the sale value that would be obtained in an arm�s-length free market transaction
between an informed and willing seller under no compulsion to sell and an informed and willing buyer under no compulsion to buy. Fair market
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value shall be determined by the board of directors of the company acting in good faith and shall be evidenced by a resolution of the board of
directors.

�Guaranteed debt� of any person means, without duplication, all indebtedness of any other person referred to in the definition of indebtedness
guaranteed directly or indirectly in any manner by such person, or in effect guaranteed directly or indirectly by such person through an
agreement:

(i) to pay or purchase such indebtedness or to advance or supply funds for the payment or purchase of such indebtedness,
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(ii) to purchase, sell or lease (as lessee or lessor) property, or to purchase or sell services, primarily for the purpose of enabling the debtor
to make payment of such Indebtedness or to assure the holder of such Indebtedness against loss,

(iii) to supply funds to, or in any other manner invest in, the debtor (including any agreement to pay for property or services without
requiring that such property be received or such services be rendered),

(iv) to maintain working capital or equity capital of the debtor, or otherwise to maintain the net worth, solvency or other financial
condition of the debtor or to cause such debtor to achieve certain levels of financial performance, or

(v) otherwise to assure a creditor against loss; provided that the term �guarantee� shall not include endorsements for collection or deposit,
in either case in the ordinary course of business.

�Indebtedness� means, with respect to any person, without duplication,

(i) all indebtedness of such person for borrowed money or for the deferred purchase price of property or services, excluding any trade
payables and other accrued current liabilities arising in the ordinary course of business, but including, without limitation, all
obligations, contingent or otherwise, of such Person in connection with any letters of credit issued under letter of credit facilities,
acceptance facilities or other similar facilities,

(ii) all obligations of such person evidenced by bonds, notes, or other similar instruments,

(iii) all indebtedness created or arising under any conditional sale or other title retention agreement with respect to property acquired by
such person (even if the rights and remedies of the seller or lender under such agreement in the event of default are limited to
repossession or sale of such property), but excluding trade payables arising in the ordinary course of business,

(iv) all obligations of such person under interest rate agreements, currency hedging agreements or commodity price protection
agreements of such person,

(v) all capital lease obligations of such person,

(vi) all indebtedness referred to in clauses (i) through (v) above of other persons and all dividends of other persons, the payment of which
is secured by (or for which the holder of such indebtedness has an existing right, contingent or otherwise, to be secured by) any lien,
upon or with respect to property, including, without limitation, accounts and contract rights owned by such Person, even though such
Person has not assumed or become liable for the payment of such Indebtedness,

(vii) all guaranteed debt of such person,

(viii) all redeemable capital stock issued by such person valued at the greater of its voluntary or involuntary maximum fixed repurchase
price plus accrued and unpaid dividends,

(ix) preferred stock of any subsidiary of the company, and
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(x) any amendment, supplement, modification, deferral, renewal, extension, refunding or refinancing of any liability of the types referred
to in clauses (i) through (ix) above.

For purposes hereof, the �maximum fixed repurchase price� of any redeemable capital stock which does not have a fixed repurchase price shall be
calculated in accordance with the terms of such redeemable capital stock as if such redeemable capital stock were purchased on any date on
which Indebtedness shall be required to be determined pursuant to the indenture, and if such price is based upon, or measured by, the fair market
value of such redeemable capital stock, such fair market value to be determined in good faith by the board of directors of the issuer of such
redeemable capital stock.

�Interest rate agreements� means one or more of the following agreements which shall be entered into by one or more financial institutions:
interest rate protection agreements (including, without limitation, interest rate swaps, caps, floors, collars and similar agreements) and/or other
types of interest rate hedging agreements from time to time.
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�Outstanding notes� means the company�s outstanding (a) 8.625% Senior Subordinated Notes due 2013 and (b) 5.25% Convertible Senior
Subordinated Notes due 2009.

�Pari passu indebtedness� means any indebtedness of the company that is pari passu in right of payment to the notes, including without limitation,
the outstanding notes.

�Person� means any individual, corporation, limited liability company, partnership, joint venture, association, joint-stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

�Redeemable capital stock� means any capital stock that, either by its terms or by the terms of any security into which it is convertible or
exchangeable or otherwise,

(1) is or upon the happening of an event or passage of time would be, required to be redeemed prior to the final stated maturity of the
principal of the notes,

(2) is redeemable at the option of the holder thereof at any time prior to such final stated maturity (other than upon a change of control of
the company in circumstances where the holders of the notes would have similar rights), or

(3) is convertible into or exchangeable for debt securities at any time prior to any such stated maturity at the option of the holder thereof.

�Senior indebtedness� means the principal of, premium, if any, and interest (including interest, to the extent allowable, accruing after the filing of a
petition initiating any proceeding under any state, federal or foreign bankruptcy law) on any Indebtedness of the company (other than as
otherwise provided in this definition), whether outstanding on the issue date or thereafter created, incurred or assumed, and whether at any time
owing, actually or contingent, unless, in the case of any particular Indebtedness, the instrument creating or evidencing the same or pursuant to
which the same is outstanding expressly provides that such Indebtedness shall not be senior in right of payment to the notes. Notwithstanding the
foregoing, �senior indebtedness� shall (x) include our floor plan facilities, the revolving facility and the mortgage facility to the extent the
company is a party to them and (y) not include

(i) indebtedness evidenced by the outstanding notes;

(ii) indebtedness that is subordinate or junior in right of payment to any indebtedness of the company;

(iii) indebtedness which when incurred and without respect to any election under Section 1111(b) of Title 11 United States Code, is
without recourse to the company;

(iv) indebtedness which is represented by redeemable capital stock;

(v) any liability for foreign, federal, state, local or other taxes owed or owing by the company to the extent such liability constitutes
Indebtedness;
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(vi) indebtedness of the company to a subsidiary or any other affiliate of the company or any of such affiliate�s subsidiaries;

(vii) to the extent it might constitute indebtedness, amounts owing for goods, materials or services purchased in the ordinary course of
business or consisting of trade accounts payable owed or owing by the company, and amounts owed by the company for
compensation to employees or services rendered to the company;

(viii) that portion of any indebtedness which at the time of issuance is issued in violation of the indenture; and

(ix) indebtedness evidenced by any guarantee of any subordinated indebtedness or pari passu indebtedness.

�Subordinated indebtedness� means indebtedness of the company subordinated in right of payment to the notes.
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Interest

The notes will bear interest at a rate of 4.25% per year. Interest shall be payable semi-annually in arrears on May 31 and November 30 of each
year, commencing May 31, 2006, which interest rate shall be increased by 0.50% for all periods beginning after November 30, 2010.

Interest on a note if any, will be paid to the person in whose name the note is registered at the close of business on the May 15 or November 15,
as the case may be (each, a �record date�), immediately preceding the relevant interest payment date (whether or not such day is a business day);
provided, however, that accrued and unpaid interest, if any, payable upon redemption or repurchase by us will be paid to the person to whom
principal is payable, unless the redemption date or repurchase date, as the case may be, is after a record date and on or prior to the related interest
payment date, in which case interest shall be paid to the record holder on the record date. Interest will be calculated on the basis of a 360-day
year consisting of twelve 30-day months and will accrue from the date the notes are issued or from the most recent date to which interest has
been paid or duly provided for.

Upon conversion of a note, a holder will not receive any cash payment of interest unless, as described below, such conversion occurs between a
record date and the interest payment date to which that record date relates. If we deliver any shares of Class A common stock upon surrender of
a note for conversion, we will not issue fractional shares of Class A common stock. Instead, we will pay cash in lieu of fractional shares based
on the last reported sale price of the Class A common stock on the trading day immediately prior to the conversion date. Our delivery to a holder
of the full amount of cash and shares of Class A common stock, if any, as described below under ��Conversion Procedures�Payment upon
Conversion,� together with any cash payment for any fractional share, will be deemed to satisfy our obligation to pay:

� the principal amount of the note; and

� accrued but unpaid interest to but excluding the conversion date.

As a result, accrued but unpaid interest up to but excluding the conversion date will be deemed to be paid in full rather than cancelled,
extinguished or forfeited. For a general discussion of the U.S. federal income tax treatment upon receipt of our Class A common stock upon
conversion, see �Certain U.S. Federal Income Tax Considerations.�

Notwithstanding the preceding paragraph, if notes are converted after the close of business on a record date but prior to the opening of business
on the interest payment date to which that record date relates, holders of such notes at the close of business on the record date will receive the
interest, if any, payable on the notes on the corresponding interest payment date notwithstanding the conversion. Such notes, upon surrender for
conversion, must be accompanied by funds equal to the amount of interest payable on the notes so converted on the next succeeding interest
payment date; provided that no such payment need be made (1) if we have specified a redemption date or a repurchase date relating to a
fundamental change that is after a record date and on or prior to the next interest payment date or (2) to the extent of any overdue interest, if any
such interest exists at the time of conversion with respect to such note.

Optional Redemption by Sonic
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No sinking fund is provided for the notes. Prior to November 30, 2010, the notes will not be redeemable at our option. On or after November 30,
2010, we may redeem the notes for cash in whole or in part at any time for a redemption price equal to 100% of the principal amount of the
notes to be redeemed, plus any accrued and unpaid interest up to but excluding the redemption date.

If the redemption date occurs after a record date and on or prior to an interest payment date, accrued and unpaid interest shall be paid on such
interest payment date to the record holder on the relevant record date.
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We will provide not less than 30 nor more than 60 days� notice of redemption by mail to each registered holder of notes to be redeemed. If the
redemption notice is given and funds are deposited as required, then interest will cease to accrue on and after the redemption date on those notes
or portions of notes called for redemption.

Once we have called the notes for redemption, notes or portions of notes will be convertible by the holder until the close of business on the
second business day prior to the redemption date.

If we decide to redeem fewer than all of the outstanding notes, the trustee will select the notes to be redeemed (in principal amounts of $1,000 or
integral multiples thereof) by lot, on a pro rata basis or by another method the trustee considers fair and appropriate. If the trustee selects a
portion of a holder�s notes for partial redemption and the holder converts a portion of its notes, the converted portion will be deemed to be from
the portion selected for redemption.

We may not redeem the notes if we have failed to pay any interest on the notes when due and such failure to pay is continuing.

Conversion Rights

General

Subject to the qualifications and the satisfaction of the conditions and during the periods described below, a holder may convert each of its notes
prior to the close of business on the business day immediately preceding stated maturity into cash and shares of our Class A common stock, if
any, initially at a conversion rate of 41.4185 shares of Class A common stock per $1,000 principal amount of notes (equivalent to an initial
conversion price of approximately $24.14 per share of Class A common stock based on the issue price per note). The conversion rate and the
equivalent conversion price in effect at any given time are referred to as the �applicable conversion rate� and the �applicable conversion price,�
respectively, and will be subject to adjustment as described below. A holder may convert fewer than all of its notes so long as the notes
converted are an integral multiple of $1,000 principal amount. Upon surrender of a note for conversion, we will deliver cash and shares of our
Class A common stock, if any, as described below under ��Conversion Procedures�Payment upon Conversion.�

A holder may convert its notes in whole or in part only in the following circumstances, which are described in more detail below, and to the
following extent:

� subject to certain limitations, if the trading price for the notes falls below a specified threshold;

� once we have called the notes for redemption;

� upon the occurrence of specified corporate transactions; or
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� at any time on or after October 31, 2010.

We refer to each of these events as a �conversion triggering event.�

We will notify holders by press release once the notes have become convertible upon any of the foregoing circumstances.

If we call a holder�s notes for redemption, the holder may convert the notes only until the close of business on the second business day prior to
the redemption date unless we fail to pay the redemption price. If a holder has already delivered a repurchase election with respect to a note as
described under either ��Repurchase of Notes by Sonic at Option of Holder� or ��Repurchase of Notes by Sonic at Option of Holder upon a
Fundamental Change,� it may not surrender that note for conversion until it has withdrawn the repurchase election in accordance with the
indenture.

If a holder converts notes, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of shares of our Class A common
stock upon the conversion, unless the tax is due because a holder requests the shares to be issued or delivered to another person, in which case
that holder will pay that tax.

S-27

Edgar Filing: SONIC AUTOMOTIVE INC - Form 424B5

Table of Contents 45



Table of Contents

Conversion Upon Satisfaction of Trading Price Condition

Prior to October 31, 2010, a holder may surrender any of its notes for conversion during the five business days after any five consecutive trading
day period in which the trading price per $1,000 principal amount of the notes (as determined following a request by a holder of the notes in
accordance with the procedures described below) was less than 103% of the product of the last reported sale price of our Class A common stock
and the conversion rate of the notes for such trading day, subject to compliance with the procedures and conditions described below concerning
the trustee�s obligation to make a trading price determination.

The trustee will have no obligation to determine the trading price of the notes as described in this section unless we have requested such
determination; and we shall have no obligation to make such request unless a holder provides us with reasonable evidence that the trading price
per $1,000 principal amount of notes would be less than 103% of the product of the last reported sale price of our Class A common stock and the
conversion rate of the notes. At such time, we will instruct the trustee to determine the trading price of the notes beginning on the next trading
day and on each successive trading day until the trading price per $1,000 principal amount of notes is greater than or equal to 103% of the
product of the last reported sale price of our Class A common stock and the conversion rate of the notes. If, at any point after the trading price
condition has been met, the trading price per $1,000 principal amount of notes is greater than 103% of the product of the last reported sale price
of our Class A common stock and the conversion rate for such day, we shall so notify the holders of notes.

The �trading price� of the notes on any date of determination means the average of the secondary market bid quotations obtained by the trustee for
$5.0 million principal amount of the notes at approximately 3:30 p.m., New York City time, on such determination date from three independent
nationally recognized securities dealers we select; provided that if three such bids cannot reasonably be obtained by the trustee, but two such
bids are obtained, then the average of the two bids shall be used, and if only one such bid can reasonably be obtained by the trustee, that one bid
shall be used. If the trustee cannot reasonably obtain at least one bid for $5.0 million principal amount of the notes from a nationally recognized
securities dealer, then the trading price per $1,000 principal amount of notes will be deemed to be less than 103% of the product of the last
reported sale price of our Class A common stock and the conversion rate.

�Trading day� means a day during which (i) trading in our Class A common stock generally occurs, (ii) there is no market disruption event and
(iii) a last reported sale price for our Class A common stock (other than a last reported sale price as referred to in the last sentence of such
definition) is provided on the New York Stock Exchange or, if our Class A common stock is not listed on the New York Stock Exchange, on the
principal other U.S. national or regional securities exchange on which our Class A common stock is then listed or, if our Class A common stock
is not listed on a U.S. national or regional securities exchange, on the principal other market on which our Class A common stock is then traded
(the �exchange�).

The �last reported sale price� of our Class A common stock or the capital stock of any subsidiary on any day means the closing sale price per share
(or, if no closing sale price is reported, the average of the bid and asked prices or, if more than one in either case, the average of the average bid
and the average asked prices) on such day as reported for composite transactions by the principal United States national or regional securities
exchange on which our Class A common stock or the capital stock of such subsidiary is traded or, if our Class A common stock or the capital
stock of such subsidiary is not listed on a United States national or regional securities exchange, as reported by Nasdaq National Market. The
last reported sale price will be determined without reference to after-hours or extended market trading. If our Class A common stock or the
capital stock of such subsidiary is not listed for trading on a United States national or regional securities exchange and not reported by the
Nasdaq National Market on the relevant day, the �last reported sale price� will be the last quoted bid price for our Class A common stock or the
capital stock of such subsidiary in the over-the-counter market on the relevant day as reported by the National Quotation Bureau or similar
organization. If our Class A common stock or the capital stock of such subsidiary is not so quoted, the �last reported sale price� will be the average
of the
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mid-point of the last bid and asked prices for our Class A common stock or the capital stock of such subsidiary on the relevant day from each of
at least three independent nationally recognized investment banking firms selected by us for this purpose.

�Market disruption event� means (i) a failure by the exchange to open for trading during its regular trading session or (ii) the occurrence or
existence, at any time during the regular trading session (without regard to after hours or any other trading outside of the regular trading session
hours), on any trading day for our Class A common stock, of any material suspension or limitation imposed on trading (by reason of movements
in price exceeding limits permitted by the stock exchange or otherwise) in our Class A common stock or in any options, contracts or future
contracts relating to our Class A common stock.

Conversion upon Notice of Redemption

If we call any or all of the notes for redemption, a holder may convert any of its notes at any time until the close of business on the second
business day prior to the redemption date. Upon surrender by a holder of its notes for conversion, we will deliver cash and shares of Class A
common stock, if any, as described below under ��Conversion Procedures�Payment upon Conversion.�

Conversion upon Specified Corporate Transactions

Certain Distributions

If we elect to distribute to all holders of our Class A common stock:

� certain rights or warrants entitling them to purchase, for a period expiring within 60 days after the date of the distribution, shares of our
Class A common stock at less than the last reported sale price of a share of our Class A common stock on the trading day immediately
preceding the announcement date of the distribution; or

� assets (including cash), debt securities or rights, warrants or options to purchase our securities, which distribution has a per share value
as determined by our board of directors exceeding 10% of the last reported sale price of our Class A common stock on the trading day
immediately preceding the announcement date for such distribution,

we must notify holders of the notes at least 20 business days prior to the ex-dividend date for such distribution. Once we have given such notice,
holders may surrender their notes for conversion at any time until the earlier of the close of business on the business day immediately prior to the
ex-dividend date or any announcement that such distribution will not take place. No holder may exercise this right to convert if the holder
otherwise could participate in the distribution without conversion in respect of notes held by the holder. The �ex-dividend� date is the first date
upon which a sale of the Class A common stock does not automatically transfer the right to receive the relevant distribution from the seller of the
common stock, regular way on the relevant exchange or in the relevant market for the common stock, to its buyer. Upon surrender by a holder of
its notes for conversion, we will deliver cash and shares of common stock, if any, as described below under ��Conversion Procedures�Payment
upon Conversion.�
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Certain Corporate Transactions

If:

� a �change of control� occurs pursuant to clause (1) of the definition thereof set forth under ��Repurchase of Notes by Sonic at Option of
Holder upon a Fundamental Change� below,

� a �change of control� occurs pursuant to clause (3) of the definition thereof set forth under ��Repurchase of Notes by Sonic at Option of
Holder upon a Fundamental Change� below,
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� a �change of control� occurs pursuant to clause (4) of the definition thereof set forth under ��Repurchase of Notes by Sonic at
Option of Holder upon a Fundamental Change� below, or

� a �change of control� occurs pursuant to clause (5) of the definition thereof set forth under ��Repurchase of Notes by Sonic at Option of
Holder upon a Fundamental Change� below,

in each case, regardless of whether a holder has the right to put the notes as described under ��Repurchase of Notes by Sonic at Option of Holder
upon a Fundamental Change,� then a holder may surrender notes for conversion at any time from and after the date which is 15 days prior to the
anticipated effective date of the transaction until and including the date which is 15 days after the actual effective date of such transaction (or, if
such transaction also constitutes a �change of control� which results in holders having a right to require us to repurchase their notes, until the
fundamental change repurchase date). We will notify holders and the trustee at the same time we publicly announce such transaction (but in no
event less than 15 days prior to the anticipated effective date of such transaction).

If a holder elects to convert its notes during the period specified above on or prior to November 30, 2010 with respect to a transaction occurring
on or prior to such date and 10% or more of the consideration for our Class A common stock in the corporate transaction consists of
consideration other than common stock that is traded or scheduled to be traded immediately following such transaction on a U.S. national
securities exchange or the Nasdaq National Market, we will increase the conversion rate by the additional shares as described below under
��Conversion Procedures�Conversion Rate Adjustments�Make Whole Amount and Adjustments for Conversion After a Public Acquirer Change of
Control� or, in lieu thereof, we may in certain circumstances elect to adjust the conversion rate and related conversion obligation so that the notes
are convertible into shares of the acquiring or surviving entity.

If a transaction described above occurs, a holder can, subject to certain conditions, require us to repurchase all or a portion of its notes as
described under ��Repurchase of Notes by Sonic at Option of Holder upon a Fundamental Change.�

Conversion after October 31, 2010

On or after October 31, 2010, to (and including) the close of business on the business day immediately preceding the maturity date, holders may
convert the notes into cash and shares of our Class A common stock, if any, regardless of the foregoing circumstances.

Conversion Procedures

To convert a note, a holder must do each of the following:

� complete and manually sign the conversion notice on the back of the note, or a facsimile of the conversion notice, and deliver this
irrevocable notice to the conversion agent;

� surrender the note to the conversion agent;
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� if required, furnish appropriate endorsements and transfer documents;

� if required, pay all transfer or similar taxes; and

� if required, pay funds equal to interest payable on the next interest payment date.

The date a holder complies with these requirements is the �conversion date� under the indenture. The notes will be deemed to have been converted
immediately prior to the close of business on the conversion date. If a holder�s interest is a beneficial interest in a global note, in order to convert
a holder must comply with the last three requirements listed above and comply with the depositary�s procedures for converting a beneficial
interest in a global note.

The conversion agent will initially be the trustee. The conversion agent will, on a holder�s behalf, convert the notes into cash and shares of
common stock, if any. A holder may obtain copies of the required form of the
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conversion notice from the conversion agent. Payments of cash and, if shares of Class A common stock are to be delivered, a stock certificate or
certificates will be delivered to the holder, or a book-entry transfer through DTC will be made, by the conversion agent for the number of shares
of Class A common stock as set forth below under ��Conversion Procedures�Payment upon Conversion.�

Payment upon Conversion

In connection with any conversion, we will satisfy our obligation to convert the notes (the �conversion obligation�) by delivering to holders in
respect of each $1,000 principal amount of notes being converted a �settlement amount� consisting of:

1. cash equal to the lesser of $1,000 and the conversion value (as defined below), and

2. to the extent the conversion value exceeds $1,000, a number of shares equal to the sum of, for each day of the 25 trading day cash
settlement averaging period, the greater of (i) zero and (ii) (A) 4% of the difference between (x) the applicable conversion rate on
such date multiplied by the daily VWAP of the Class A common stock for such day and (y) $1,000, divided by (B) the daily VWAP
of the Class A common stock for such day.

The �conversion value� means the product of (1) the applicable conversion rate and (2) the average of the daily VWAP prices of the Class A
common stock for the 25 consecutive trading days during the cash settlement averaging period.

The �cash settlement averaging period� with respect to any note means the 25 consecutive trading-day period beginning on the second trading day
after you deliver your conversion notice to the conversion agent, except that with respect to any notice of conversion received after the date of
issuance of a notice of redemption as described under ��Optional Redemption by Sonic,� the �cash settlement averaging period� means the 25
consecutive trading-day period beginning on the first trading day following the applicable redemption date.

The �daily VWAP� for our Class A common stock means, for each of the 25 consecutive trading days during the cash settlement averaging period,
the per share volume-weighted average price as displayed under the heading �Bloomberg VWAP� on Bloomberg page SAH <equity> [AQR] (or
any successor thereto) in respect of the period from 9:30 a.m. to 4:00 p.m. (New York City time) on such trading day (or if such
volume-weighted average price is unavailable, the market value of one share of our Class A common stock on such trading day as our board of
directors determines in good faith using a volume-weighted method).

For the purpose of determining �payment upon conversion,� �market disruption event� means (i) a failure by the Exchange to open for trading during
its regular trading session or (ii) the occurrence or existence prior to 1:00 p.m. on any trading day for our Class A common stock of an aggregate
one half hour period, of any suspension or limitation imposed on trading (by reason of movements in price exceeding limits permitted by the
stock exchange or otherwise) in our Class A common stock or in any options, contracts or future contracts relating to our Class A common
stock.

We will not issue fractional shares of Class A common stock upon conversion of the notes. Instead, we will pay the cash value of such fractional
shares based upon the last reported sale price of our Class A common stock on the trading day immediately preceding the conversion date. Upon
conversion of a note, a holder will not receive any cash payment of interest unless such conversion occurs between a record date and the interest
payment date to which that record date relates. We will deliver the settlement amount on the third business day following the date the settlement
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If a holder tenders notes for conversion and the conversion value is being determined at a time when the notes are convertible into other property
in addition to or in lieu of our Class A common stock, the conversion value of each note will be determined based on the kind and amount of
shares of stock, securities or other property or assets (including cash or any combination thereof) that a holder of a number of shares of our
Class A common stock equal to the conversion rate would have owned or been entitled to receive in such transaction and the value thereof
during the cash settlement averaging period. Settlement of notes tendered for conversion after the effective date will be as set forth above.

Upon the occurrence of a conversion triggering event, our requirement to pay in cash a portion of the conversion value of any notes tendered for
conversion may constitute an event of default under the agreements
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governing certain of our indebtedness, including our senior credit facility. See �Risk Factors�We may not have the ability to raise the funds
necessary to repurchase the notes upon a fundamental change or on the repurchase date, as required by the indenture governing the notes.�

Conversion Rate Adjustments

The conversion rate will be adjusted as described below, except that we will not make any adjustments to the conversion rate if holders of the
notes participate, as a result of holding the notes, in any of the transactions described below without having to convert their notes.

(1) If we issue shares of our Class A common stock as a dividend or distribution on shares of our Class A common stock, or if we effect a share
split or share combination, the conversion rate will be adjusted based on the following formula:

CR' = CR0 x OS'
 OS0

where,

CR0 = the conversion rate in effect immediately prior to such event;

CR' = the conversion rate in effect immediately after such event;

OS0 = the number of shares of our Class A common stock outstanding immediately prior to such event; and

OS' = the number of shares of our Class A common stock outstanding immediately after such event.

(2) If we issue to all or substantially all holders of our Class A common stock any rights or warrants entitling them for a period of not more than
60 calendar days to subscribe for or purchase shares of our Class A common stock, at a price per share less than the last reported sale price of
our Class A common stock on the business day immediately preceding the date of announcement of such issuance, the conversion rate will be
adjusted based on the following formula (provided that the conversion rate will be readjusted to the extent that such rights or warrants are not
exercised prior to their expiration):

CR' = CR0 x OS0  + X
              OS0 +Y
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where,

CR0 = the conversion rate in effect immediately prior to such event;

CR' = the conversion rate in effect immediately after such event;

OS0 = the number of shares of our Class A common stock outstanding immediately prior to such event;

X = the total number of shares of our Class A common stock issuable pursuant to such rights; and

Y = the number of shares of our Class A common stock equal to the aggregate price payable to exercise such rights divided by the average of the
last reported sale prices of our Class A common stock over the ten consecutive trading-day period ending on the business day immediately
preceding the record date for the issuance of such rights.

(3) If we distribute shares of our capital stock, evidences of our indebtedness or other assets or property of ours to all or substantially all holders
of our Class A common stock, excluding

� dividends or distributions and rights or warrants referred to in clause (1) or (2) above; and

� dividends or distributions paid exclusively in cash;
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then the conversion rate will be adjusted based on the following formula:

CR'  = CR0 x     SP0
                    SP0 �FMV

where,

CR0 = the conversion rate in effect immediately prior to such distribution;

CR' = the conversion rate in effect immediately after such distribution;

SP0 = the average of the last reported sale prices of our Class A common stock over the ten consecutive trading-day period ending on the
business day immediately preceding the record date for such distribution (or, if earlier, the �ex-date� relating to such distribution); and

FMV = the fair market value (as determined by our board of directors) of the shares of capital stock, evidences of indebtedness, assets or
property distributed with respect to each outstanding share of our Class A common stock on the record date for such distribution.

With respect to an adjustment pursuant to this clause (3) where there has been a payment of a dividend or other distribution on our Class A
common stock or shares of capital stock of any class or series, or similar equity interest, of or relating to a subsidiary or other business unit,
which we refer to as a �spin-off,� the conversion rate in effect immediately before 5:00 p.m., New York City time, on the record date fixed for
determination of stockholders entitled to receive the distribution will be increased based on the following formula:

CR' = CR0 x FMV0 + MP0
                    MP0

where,

CR0 = the conversion rate in effect immediately prior to such distribution;

CR' = the conversion rate in effect immediately after such distribution;

FMV0 = the average of the last reported sale prices of the capital stock or similar equity interest distributed to holders of our Class A common
stock applicable to one share of our Class A common stock over the first ten consecutive trading-day period after the effective date of the
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MP0 = the average of the last reported sale prices of our Class A common stock over the first ten consecutive trading-day period after the
effective date of the spin-off.

The adjustment to the conversion rate under the preceding paragraph will occur on the tenth trading day from, and including, the effective date
of the spin-off.

(4) If any cash dividend or distribution made to all or substantially all holders of our Class A common stock during any quarterly fiscal period is
in an aggregate amount that, together with other cash dividends or distributions made during such quarterly fiscal period (the �Current Dividend
Rate�), does not equal $0.12 per share (appropriately adjusted from time to time for any share dividends on, or subdivisions of, our common
stock) (the �Initial Dividend Rate�), the conversion rate will be adjusted based on the following formulas:

(a) if the Current Dividend Rate is greater than the Initial Dividend Rate, the conversion rate shall be increased based on the following formula

CR' = CR0 x     SP0
                    SP0 � C

where,

CR0 = the conversion rate in effect immediately prior to the record date for such distribution;

CR' = the conversion rate in effect immediately after the record date for such distribution;
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SP0 = the last reported sale price of our Class A common stock on the trading day immediately preceding the record date for such distribution
(or, if earlier, the �ex-date� relating to such distribution); and

C = the amount in cash per share we distribute to holders of our Class A common stock in excess of $0.12 (appropriately adjusted from time to
time for any share dividends on, or subdivision of, our Class A common stock).

(b) if the Current Dividend Rate is less than the Initial Dividend Rate, the conversion rate shall be decreased based on the following formula:

CR'  = CR0 x     SP0
                      SP0 + C

where,

CR0 = the conversion rate in effect immediately prior to the record date for such distribution;

CR' = the conversion rate in effect immediately after the record date for such distribution;

SP0 = the last reported sale price of our Class A common stock on the trading day immediately preceding the record date for such distribution
(or, if earlier, the �ex-date� relating to such distribution); and

C = the amount in cash per share we distribute to holders of our Class A common stock that is below $0.12 (appropriately adjusted from time to
time for any share dividends on, or subdivision of, our Class A common stock).

(5) If we, any of our subsidiaries or the Smith holders makes a payment in respect of a tender offer or exchange offer for our Class A common
stock, to the extent that the cash and value of any other consideration included in the payment per share of common stock exceeds the last
reported sale price of our Class A common stock on the trading day next succeeding the last date on which tenders or exchanges may be made
pursuant to such tender or exchange offer, the conversion rate will be increased based on the following formula:

CR' = CR0 x AC + (SP' x OS')
OS0 x SP'

where,
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CR0 = the conversion rate in effect on the date such tender or exchange offer expires;

CR' = the conversion rate in effect on the day next succeeding the date such tender or exchange offer expires;

AC = the aggregate value of all cash and any other consideration (as determined by our board of directors) paid or payable for shares purchased
in such tender or exchange offer;

OS0 = the number of shares of our Class A common stock outstanding immediately prior to the date such tender or exchange offer expires;

OS' = the number of shares of our Class A common stock outstanding immediately after the date such tender or exchange offer expires; and

SP' = the average of the last reported sale prices of our Class A common stock over the ten consecutive trading-day period commencing on the
trading day next succeeding the date such tender or exchange offer expires.

(6) If someone other than us or one of our subsidiaries or the Smith holders makes a payment in respect of a tender offer or exchange offer for
our Class A common stock, in which, as of the closing date of the offer, our
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board of directors is not recommending rejection of the offer, we will increase the conversion rate based on the following formula:

CR' = CR0 x FMV + (OS' x SP)
    OS0 x SP

where,

CR0 = the conversion rate in effect on the last time tenders or exchanges may be made pursuant to such tender or exchange offer (the �offer
expiration time�);

CR' = the conversion rate in effect immediately following the offer expiration time;

FMV = the fair market value (as determined by our board of directors) of the aggregate consideration payable to stockholders based on the
acceptance (up to any maximum specified in the terms of the tender or exchange or offer) of all shares validly tendered or exchanged and not
withdrawn as of the offer expiration time (the �accepted purchase shares�);

OS' = the number of shares of our Class A common stock outstanding (less any accepted purchase shares) as of the offer expiration time;

OS0 = the number of shares of our Class A common stock outstanding (including any accepted purchase shares) as of the offer expiration time;
and

SP = the last reported sale price of our Class A common stock on the trading day next succeeding the offer expiration time.

The adjustment referred to in this clause (6) will only be made if:

� the tender offer or exchange offer is for an amount that increases the offeror�s ownership of our Class A common stock to more than
25% of the total shares of Class A common stock outstanding; and

� the cash and value of any other consideration included in the payment per share of Class A common stock exceeds the last reported
sale price per share of our Class A common stock on the trading day next succeeding the last date on which tenders or exchanges
may be made pursuant to the tender or exchange offer.

However, the adjustment referred to in this clause (6) will generally not be made if as of the closing of the offer, the offering documents disclose
a plan or an intention to cause us to engage in a consolidation or merger or a sale of all or substantially all of our assets.
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If, however, the application of the formulas in the foregoing clauses (other than clause 4(b)) would result in a decrease in the conversion rate, no
adjustment to the conversion rate will be made.

As used in this section, �ex-date� means the first date on which the shares of our Class A common stock trade on the applicable exchange or in the
applicable market, regular way, without the right to receive the issuance or distribution in question.

The term � Smith holders� means:

(i) Mr. O. Bruton Smith and his guardians, conservators, committees, or attorneys-in-fact;

(ii) lineal descendants of Mr. Smith (a �descendant�) and their respective guardians, conservators, committees or attorneys-in-fact; and

(iii) each �family controlled entity.�

The term �family controlled entity� means

(a) any not-for-profit corporation if at least 80% of its board of directors is composed of Smith holders and/or descendants;
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(b) any other corporation if at least 80% of the value of its outstanding equity is owned directly or indirectly by one or more
Smith holders;

(c) any partnership if at least 80% of the value of the partnership interests are owned directly or indirectly by one or more Smith
holders;

(d) any limited liability or similar company if at least 80% of the value of the company is owned directly or indirectly by one or
more Smith holders; and

(e) any trusts created for the benefit of any of the persons listed in clauses (a) to (e) of this definition.

Except as stated herein, we will not adjust the conversion rate for the issuance of shares of our Class A common stock or any securities
convertible into or exchangeable for shares of our Class A common stock or the right to purchase shares of our Class A common stock or such
convertible or exchangeable securities.

In the event of

� any reclassification of our Class A common stock; or

� a consolidation, merger or combination involving us; or

� a sale or conveyance to another person of all or substantially all of our property and assets,

in which holders of our outstanding Class A common stock would be entitled to receive cash, securities or other property for their shares of
Class A common stock, you will be entitled thereafter to convert your notes into cash (up to the aggregate principal amount thereof) and the
same type (and in the same proportion) of consideration received by holders of our Class A common stock in these types of events, based on the
conversion values of reference property in an amount equal to the applicable conversion rate, as described under �Payment upon Conversion�
above.

For purposes of the foregoing, the type and amount of consideration that a holder of our Class A common stock would have been entitled to in
the case of reclassifications, consolidations, mergers, sales or transfers of assets or other transactions that cause our Class A common stock to be
converted into the right to receive more than a single type of consideration (determined based in part upon any form of stockholder election) will
be deemed to be the weighted average of the types and amounts of consideration received by the holders of our Class A common stock that
affirmatively make such an election. In the event holders of our Class A common stock would have the opportunity to elect the form of
consideration to be received in such transaction, we will make adequate provision whereby the holders of the notes as a single class shall be
provided the opportunity to be able to elect as a single class from the same forms of consideration into which the notes shall be convertible from
and after the effective date of such transaction.

We may, from time to time, to the extent permitted by applicable law and New York Stock Exchange listing requirements, increase the
conversion rate by any amount for any period of at least 20 days if our board of directors has determined that such increase would be in our best
interests. If our board of directors makes that determination, it will be conclusive. We will give holders of notes at least 15 days� prior notice of
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such an increase in the conversion rate. For a general discussion of the U.S. federal income tax treatment of an adjustment to the conversion rate
of the notes, see �Certain U.S. Federal Income Tax Considerations�U.S. Holders�Conversion Rate Adjustments.�

A holder may, in some circumstances, including the distribution of cash dividends to holders of our shares of common stock, be deemed to have
received a distribution or dividend subject to U.S. federal income tax as a
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result of an adjustment or the nonoccurrence of an adjustment to the conversion rate. For a discussion of the U.S. federal income tax treatment of
an adjustment to the conversion rate, see �Certain U.S. Federal Income Tax Considerations�U.S. Holders�Conversion Rate Adjustments.�

To the extent that we have a rights plan in effect upon conversion of the notes into the common stock underlying the notes, you will receive, in
addition to the common stock underlying the notes, the rights under the rights plan, unless prior to any conversion, the rights have separated
from the common stock, in which case the conversion rate will be adjusted at the time of separation as if we distributed to all holders of our
Class A common stock, shares of our capital stock, evidences of indebtedness or assets as described in clause (3) above, subject to readjustment
in the event of the expiration, termination or redemption of such rights.

The applicable conversion rate will not be adjusted:

� upon the issuance of any shares of our Class A common stock pursuant to any present or future plan providing for the reinvestment of
dividends or interest payable on our securities and the investment of additional optional amounts in shares of our Class A common
stock under any plan;

� upon the issuance of any shares of our Class A common stock or options or rights to purchase those shares pursuant to any present or
future employee, director or consultant benefit plan or program of or assumed by us or any of our subsidiaries;

� upon the issuance of any shares of our Class A common stock pursuant to any option, warrant, right or exercisable, exchangeable or
convertible security not described in the preceding bullet and outstanding as of the date the notes were first issued;

� for a change in the par value of the common stock; or

� for accrued and unpaid interest.

Make Whole Amount and Adjustments for Conversion After a Public Acquirer Change of Control

General

If the effective date of certain corporate transactions as described under ��Conversion Rights�Conversion upon Specified Corporate
Transactions�Certain Corporate Transactions� occurs on or prior to November 30, 2010 and 10% or more of the consideration for our Class A
common stock in the corporate transaction consists of consideration other than common stock that is traded or scheduled to be traded
immediately following such transaction on a U.S. national securities exchange or the Nasdaq National Market, we will increase the conversion
rate for the notes surrendered for conversion by a number of additional shares (the �additional shares�) as described below. Notwithstanding the
first sentence of this paragraph, if we elect to adjust the conversion rate and our conversion obligation as described below under ��Conversion
After a Public Acquirer Change of Control,� the provisions described in that section will apply instead of the provisions described in this
paragraph. We will notify holders, at least 20 days prior to the anticipated effective date of such corporate transaction and whether we elect to
increase the conversion rate as described below or to modify the conversion obligation as described below.
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The number of additional shares will be determined by reference to the table below, based on the date on which the corporate transaction
becomes effective (the �effective date�) and the price (the �stock price�) paid per share of our Class A common stock in the corporate transaction. If
holders of our Class A common stock receive only cash in the corporate transaction, the stock price will be the cash amount paid per share.
Otherwise, the stock price will be the average of the last reported sale prices (as defined under ��Conversion Rights�Conversion upon Satisfaction
of Trading Price Condition� above) of our Class A common stock on the five trading days immediately prior to but not including the effective
date of the corporate transaction.

The stock prices set forth in the first row of the table below (i.e., column headers) will be adjusted as of any date on which the conversion rate of
the notes is adjusted, as described above under ��Conversion Procedures� Conversion Rate Adjustments.� The adjusted stock prices will equal the
stock prices applicable immediately
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prior to such adjustment multiplied by a fraction, the numerator of which is the conversion rate immediately prior to the adjustment giving rise to
the stock price adjustment and the denominator of which is the conversion rate as so adjusted. The number of additional shares will be adjusted
in the same manner as the conversion rate as set forth under ��Conversion Procedures�Conversion Rate Adjustments.�

The following table sets forth the hypothetical stock price, effective date and number of additional shares per $1,000 principal amount of notes:

Stock Price

Effective Date $19.79 $25.00 $30.00 $35.00 $40.00 $45.00 $50.00 $55.00 $60.00 $65.00 $70.00 $75.00 $80.00

November 23, 2005 9.1121 5.1329 3.2777 2.2681 1.6675 1.2807 1.0140 0.8194 0.6708 0.5535 0.4582 0.3792 0.3128
November 30, 2006 9.1121 5.0100 3.0544 2.0462 1.4789 1.1311 0.9088 0.7631 0.6564 0.5736 0.5070 0.4521 0.4059
November 30, 2007 9.1121 4.3503 2.4595 1.5634 1.0989 0.8322 0.6707 0.5707 0.4986 0.4425 0.3970 0.3589 0.3266
November 30, 2008 9.1121 3.6697 1.7953 1.0313 0.6938 0.5235 0.4310 0.3805 0.3452 0.3174 0.2944 0.2749 0.2579
November 30, 2009 9.1121 2.6331 0.8255 0.3369 0.2056 0.1575 0.1380 0.1361 0.1362 0.1363 0.1366 0.1368 0.1370
November 30, 2010 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

The maximum amount of additional shares is 9.11 per $1,000 principal amount of notes, subject to adjustment in the same manner as in the
conversion rate as set forth under ��Conversion Procedures� Conversion Rate Adjustments.�

Notwithstanding the foregoing, in no event will the total number of shares of Class A common stock issuable upon conversion exceed 50.53 per
$1,000 principal amount of notes subject to adjustments in the same manner as the conversion rate as set forth under ��Conversion
Procedures�Conversion Rate Adjustments.�

The exact stock prices and effective dates may not be set forth in the table above, in which case:

� If the stock price is between two stock price amounts in the table or the effective date is between two effective dates in the table, the
number of additional shares will be determined by straight-line interpolation between the number of additional shares set forth for the
higher and lower stock price amounts and the two dates, as applicable, based on a 365/366-day year.

� If the stock price is in excess of $80.00 per share (subject to adjustment), no additional shares will be added to the conversion rate.

� If the stock price is less than $19.79 per share (subject to adjustment), no additional shares will be added to the conversion rate.

The receipt of the additional shares may be treated as a distribution subject to U.S. federal income tax as a dividend. See �Certain U.S. Federal
Income Tax Considerations.�

Conversion After a Public Acquirer Change of Control
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Notwithstanding the foregoing, if a holder converts its notes in connection with a corporate transaction for which the conversion rate would be
increased by a number of additional shares as described above, in the case of a public acquirer change of control (as defined below), we may, at
our option and in lieu of increasing the conversion rate by such number of additional shares, adjust the conversion rate and the related
conversion obligation such that from and after the effective date of such public acquirer change of control, holders of the notes will be entitled to
convert their notes (subject to the satisfaction of the conditions to conversion described
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under ��Conversion Rights� above and the settlement procedures described under ��Conversion Procedures� Payment upon Conversion�) into a number
of shares of public acquirer common stock (as defined below). The conversion rate following the effective date of such transaction will be a
number of shares of such public acquirer common stock equal to the product of:

� the conversion rate in effect immediately prior to the effective date of such transaction, times

� the average of the quotients obtained, for each trading day in the 20 consecutive trading day period ending on the trading day
immediately preceding the effective date of such public acquirer change of control (the �valuation period�), of:

(i) the �acquisition value� (as defined below) of our Class A common stock on each such trading day in the valuation period,
divided by

(ii) the last reported sale price of the public acquirer common stock on each such trading day in the valuation period.

The �acquisition value� of our Class A common stock means, for each trading day in the valuation period, the value of the consideration paid per
share of our Class A common stock in connection with such public acquirer change of control, as follows:

� for any cash, 100% of the face amount of such cash; and

� for any public acquirer common stock, 100% of the last reported sale price of such common stock on such trading day; and

� for any other securities, assets or property, 100% of the fair market value of such security, asset or property on such trading day, as
determined by two independent nationally recognized investment banks selected by us for this purpose.

A �public acquirer change of control� means any event constituting a corporate transaction as described under ��Conversion Rights�Conversion Upon
Specific Corporate Transactions�Certain Corporate Transactions� that would otherwise obligate us to increase the conversion rate as described
above under ��General� and the acquirer, the person formed by or surviving the merger or consolidation or any entity that is a direct or indirect
�beneficial owner� (as defined in Rule 13d-3 under the Exchange Act) of more than 50% of the total voting power of all shares of such acquirer�s
or person�s capital stock that are entitled to vote generally in the election of directors, has a class of common stock traded on a U.S. national
securities exchange or quoted on the Nasdaq National Market or which will be so traded or quoted when issued or exchanged in connection with
such fundamental change; provided that if there is more than one of such entity, the relevant entity will be such entity with the most direct
beneficial ownership to such acquirer�s or person�s capital stock. We refer to such acquirer�s, person�s or other entity�s class of common stock traded
on a U.S. national securities exchange or quoted on the Nasdaq National Market or which will be so traded or quoted when issued or exchange
in connection with such transaction as the �public acquirer common stock.�

Upon a public acquirer change of control, if we so elect, holders may convert their notes (subject to the satisfaction of the conditions to
conversion described under ��Conversion Rights� above) at the adjusted conversion rate described above in this section ��Conversion After a Public
Acquirer Change of Control,� but will not be entitled to the increased conversion rate described under ��Make Whole Amount and Adjustments for
Conversion After a Public Acquirer Change of Control�General� above. We are required to notify holders of our election in our notice to holders
of such transaction. As described under ��Conversion Rights�Conversion upon Specified Corporate Transactions,� holders may convert their notes
upon a public acquirer change of control during the period specified therein. In addition, a holder can also, subject to certain conditions, require
us to repurchase all or a portion of its notes as described under ��Repurchase of Notes by Sonic at Option of Holder upon a Fundamental Change.�
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Repurchase of Notes by Sonic at Option of Holder

On November 30, 2010 (the �repurchase date�), any holder may require us to repurchase for cash any outstanding notes for which that holder has
properly delivered and not withdrawn a written repurchase notice. The repurchase price will equal 100% of the principal amount of the notes to
be repurchased plus accrued and unpaid interest to, but not including, the repurchase date. If the repurchase date is on a date that is after a record
date and on or prior to the corresponding interest payment date, we will pay such interest to the holder of record on the corresponding record
date, which may or may not be the same person to whom we will pay the purchase price.

In connection with any repurchase of notes, we will notify the holders of notes, not less than 20 business days prior to the repurchase date, of
their repurchase right, the repurchase price, the repurchase date and the repurchase procedures. A holder may submit a repurchase notice to the
paying agent (which will initially be the trustee) at any time from the opening of business on the date that is 20 business days prior to the
repurchase date until the close of business on the repurchase date. Any repurchase notice given by a holder electing to require us to repurchase
notes shall be given so as to be received by the paying agent no later than the close of business on the repurchase date and must state:

� if certificated notes have been issued, the certificate numbers of the holders� notes to be delivered for repurchase (or, if the notes are not
issued in certificated form, the notice of repurchase must comply with appropriate DTC procedures);

� the portion of the principal amount of notes to be repurchased, which must be $1,000 or an integral multiple thereof; and

� that the notes are to be repurchased by us pursuant to the applicable provisions of the notes and the indenture.

A holder may withdraw its repurchase notice by delivering a written notice of withdrawal to the paying agent prior to the close of business on
the repurchase date. The notice of withdrawal shall state:

� the principal amount of notes being withdrawn;

� if certificated notes have been issued, the certificate numbers of the notes being withdrawn (or, if the notes are not issued in definitive
form, the notice of withdrawal must comply with appropriate DTC procedures); and

� the principal amount of the notes, if any, that remain subject to the repurchase notice.

In connection with any repurchase, we will, to the extent applicable:

� comply with the provisions of Rule 13e-4, Rule 14e-1 and any other tender offer rules under the Exchange Act, which may then be
applicable; and

� file Schedule TO or any other required schedule under the Exchange Act.
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Our obligation to pay the repurchase price for notes for which a repurchase notice has been delivered and not validly withdrawn is conditioned
upon the holder effecting book-entry transfer of the notes or delivering certificated notes, together with necessary endorsements, to the paying
agent at any time after delivery of the repurchase notice. We will cause the repurchase price for the notes to be paid promptly following the later
of the business day following the repurchase date and the time of book-entry transfer or delivery of certificated notes, together with such
endorsements.

If the paying agent holds money sufficient to pay the repurchase price of the notes for which a repurchase notice has been delivered and not
validly withdrawn in accordance with the terms of the indenture, then, immediately after the repurchase date, the notes will cease to be
outstanding and interest on the notes will cease to accrue, whether or not the notes are transferred by book entry or delivered to the paying agent.
Thereafter, all of the holder�s other rights shall terminate, other than the right to receive the repurchase price upon book-entry
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transfer of the notes or delivery of the notes. Our ability to repurchase notes for cash may be limited by restrictions on our ability to obtain funds
for such repurchase through dividends from our subsidiaries, through the terms of our then existing borrowing arrangements or otherwise. We
cannot assure you that we would have the financial resources, or would be able to arrange financing, to pay the repurchase price for all the notes
that might be delivered by holders of notes seeking to exercise the repurchase right.

Repurchase of Notes by Sonic at Option of Holder upon a Fundamental Change

If a fundamental change, as defined below, occurs, each holder will have the right on the fundamental change repurchase date to require us to
repurchase for cash all of its notes not previously called for redemption, or any portion of those notes that is equal to $1,000 in principal amount
or integral multiples thereof, at a fundamental change repurchase price equal to 100% of the principal amount of the notes plus any accrued and
unpaid interest if any, on the notes to but not including the fundamental change repurchase date. If the fundamental change repurchase date is on
a date that is after a record date and on or prior to the corresponding interest payment date, we will pay such interest to the holder of record on
the corresponding record date, which may or may not be the same person to whom we will pay the repurchase price.

Within 15 days after the occurrence of a fundamental change, we are required to give notice to each holder and the trustee of such occurrence
and of each holder�s resulting repurchase right and the procedures that each holder must follow to require us to repurchase its notes as described
below. The fundamental change repurchase date specified by us will be 30 days after the date on which we give this notice.

The fundamental change repurchase notice given by a holder electing to require us to repurchase its notes shall be given so as to be received by
the paying agent no later than the close of business on the fundamental change repurchase date and must state:

� if certificated notes have been issued, the certificate numbers of the holder�s notes to be delivered for repurchase (or, if the notes are not
issued in certificated form, the fundamental change repurchase notice must comply with appropriate DTC procedures);

� the portion of the principal amount of notes to be repurchased, which must be $1,000 or an integral multiple thereof; and

� that the notes are to be repurchased by us pursuant to the applicable provisions of the notes and the indenture.

A holder may withdraw its fundamental change repurchase notice by delivering a written notice of withdrawal to the paying agent prior to the
close of business on the fundamental change repurchase date. The notice of withdrawal shall state:

� the principal amount at maturity of notes being withdrawn;

� if certificated notes have been issued, the certificate numbers of the notes being withdrawn (or, if the notes are not issued in certificated
form, the notice of withdrawal must comply with appropriate DTC procedures); and

� the principal amount of the notes, if any, that remain subject to the fundamental change repurchase notice.
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A �fundamental change� will be deemed to have occurred upon a change of control of Sonic or a termination of trading of our Class A common
stock.

A �change of control� will be deemed to have occurred at such time after the original issuance of the notes when any of the following has
occurred:

1. a �person� or �group� within the meaning of Section 13(d)(3) of the Exchange Act, other than us, our subsidiaries, a Smith holder(s) or
our or their employee benefit plans, files a Schedule TO or any schedule, form or report under the Exchange Act disclosing that such
person or group has become the
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direct or indirect �beneficial owner,� as defined in Rule 13d-3 under the Exchange Act, of shares of our Class A common stock
representing more than 50% of the voting power of our capital stock entitled to vote generally in the election of directors; or

2. the first day on which a majority of the members of our board of directors does not consist of continuing directors; or

3. our shareholders approve any plan or proposal for Sonic�s liquidation or dissolution; or

4. a consolidation, merger or binding share exchange, or any conveyance, transfer, sale, lease or other disposition of all or substantially
all of our properties and assets to another person, other than:

� any transaction:

(i) that does not result in any reclassification, conversion, exchange or cancellation of outstanding shares of our capital
stock; and

(ii) pursuant to which holders of our capital stock immediately prior to the transaction have the entitlement to exercise,
directly or indirectly, 50% or more of the total voting power of all shares of capital stock entitled to vote generally in
elections of directors of the continuing or surviving or successor person immediately after giving effect to such
issuance; or

� any merger, share exchange, transfer of assets or similar transaction solely for the purpose of changing our jurisdiction of
incorporation and resulting in a reclassification, conversion or exchange of outstanding shares of common stock, if at all,
solely into shares of common stock, ordinary shares or American Depositary Shares of the surviving entity or a direct or
indirect parent of the surviving corporation; or

� any consolidation or merger with or into any of our subsidiaries, so long as such merger or consolidation is not part of a plan
or a series of transactions designed to or having the effect of merging or consolidating with any other person; or

5. the occurrence of any transaction which would be a �going private transaction� with respect to the Class A common stock under Rule
13e-3 of the Exchange Act, or any transaction which would cause the Class A common stock to be beneficially owned by 300 or
fewer persons.

A �continuing director� means any member of our board of directors who:

(i) was a member of our board of directors on the date of original issuance of the notes; or

(ii) was nominated for election to our board of directors with the approval of, or whose election to our board of directors was
ratified by, at least a majority of the continuing directors who were members of our board of directors at the time of such
nomination or election.

The term �person� includes any syndicate or group that would be deemed to be a �person� under Section 13(d)(3) of the Exchange Act.
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The definition of change of control includes a phrase relating to the conveyance, transfer, sale, lease or disposition of �all or substantially all� of
our assets. There is no precise, established definition of the phrase �substantially all� under applicable law. Accordingly, a holder�s ability to
require us to repurchase its notes as a result of a conveyance, transfer, sale, lease or other disposition of less than all our assets may be uncertain.

Notwithstanding the foregoing, a holder will not have the right to require us to repurchase its notes upon a change of control describe in clauses
(1) and (4) above if (1) the last reported sale price of our Class A common stock for any five trading days within the 10 consecutive trading days
ending immediately before the later of the fundamental change or the announcement thereof, equals or exceeds 105% of the conversion price per
share of Class A common stock in effect on each of those trading days (this clause being referred to as the �105% exception�), or (2) more than
90% of the consideration (excluding cash payments for fractional shares or made in connection with the exercise of dissenters� rights) in the
transaction or transactions consists of shares of common
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stock traded or to be traded immediately following a change of control on a U.S. national securities exchange or the Nasdaq National Market,
and, as a result of the transaction or transactions, the notes become convertible into that common stock (excluding cash payments for fractional
shares).

A �termination of trading� will be deemed to have occurred if our Class A common stock (or other common stock into which the notes are then
convertible) is neither listed for trading on a U.S. national securities exchange nor quoted on the Nasdaq National Market.

Rule 13e-4 under the Exchange Act requires the dissemination of certain information to security holders if an issuer tender offer occurs and may
apply if the repurchase option becomes available to holders of the notes. We will comply with this rule and file Schedule TO (or any similar
schedule) to the extent required at that time.

If the paying agent holds money sufficient to pay the fundamental change repurchase price of the notes which holders have elected to require us
to repurchase on the business day following the fundamental change repurchase date in accordance with the terms of the indenture, then,
immediately after the fundamental change repurchase date, those notes will cease to be outstanding and interest, if any, on the notes will cease to
accrue, whether or not the notes are transferred by book entry or delivered to the paying agent. Thereafter, all other rights of the holders shall
terminate, other than the right to receive the fundamental change repurchase price upon book-entry transfer of the notes or delivery of the notes.

The term �fundamental change� is limited to specified transactions and does not include other events that might adversely affect our financial
condition or business operations. The foregoing provisions would not necessarily protect holders of the notes if highly leveraged or other
transactions involving us occur that may affect holders adversely. We could, in the future, enter into certain transactions, including certain
recapitalizations, that would not constitute a fundamental change with respect to the fundamental change repurchase feature of the notes but that
would increase the amount of our (or our subsidiaries�) outstanding indebtedness.

Our ability to repurchase notes for cash upon the occurrence of a fundamental change is subject to important limitations. Our ability to
repurchase the notes for cash may be limited by restrictions on our ability to obtain funds for such repurchase through dividends from our
subsidiaries, the terms of our then existing borrowing arrangements or otherwise. We cannot assure you that we would have the financial
resources, or would be able to arrange financing, to pay the repurchase price for all the notes that might be delivered by holders of notes seeking
to exercise the repurchase right.

Upon the occurrence of a fundamental change, the ability of the noteholders to have their notes repurchased by us may also constitute an event
of default under the agreements governing certain of our indebtedness. See �Risk Factors�We may not have the ability to raise the funds necessary
to repurchase the notes upon a fundamental change or on the repurchase date, as required by the indenture governing the notes.�

Any future credit agreements or other agreements relating to our indebtedness could contain provisions prohibiting repurchase of the notes under
certain circumstances or could provide that a designated event constitutes an event of default under that agreement. If any agreement governing
our indebtedness prohibits or otherwise restricts us from repurchasing the notes at a time when we become obligated to do so, we could seek the
consent of the lenders to repurchase the notes or attempt to refinance this debt. If we do not obtain such a consent or refinance the debt, we
would not be permitted to repurchase the notes without potentially causing a default under this debt. Our failure to repurchase tendered notes
would constitute an event of default under the indenture, which might constitute a default under the terms of our other indebtedness.
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The fundamental change purchase feature of the notes may in certain circumstances make it more difficult or discourage a takeover of our
company. The fundamental change purchase feature, however, is not the result of our knowledge of any specific effort:

� to accumulate shares of our common stock;
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� to obtain control of us by means of a merger, tender offer solicitation or otherwise; or

� by management to adopt a series of anti-takeover provisions.

Instead, the fundamental change repurchase feature is a standard term contained in securities similar to the notes.

Consolidation, Merger or Sale of Assets

The indenture provides that we may not consolidate with or merge with or into any other person or convey, transfer, sell, lease or otherwise
dispose of all or substantially all our assets to another person, unless:

� the resulting, surviving or transferee person (the �successor company�) and, if the conversion obligation relates to public acquirer
common stock that is not issued by such successor company, such public acquirer, will be a corporation organized and existing under
the laws of the United States of America, any State thereof or the District of Columbia and the successor company (if not us) and the
public acquirer, as applicable, will expressly assume, by a supplemental indenture, executed and delivered to the trustee, in form
reasonably satisfactory to the trustee, all of our obligations under the notes and the indenture;

� immediately after giving effect to such transaction, no default under the indenture shall have occurred and be continuing; and

� we shall have delivered to the trustee an officers� certificate and an opinion of counsel, each stating that the consolidation, merger or
transfer and such supplemental indenture (if any) comply with the indenture.

The successor company will succeed to, and be substituted for, and may exercise every right and power of, us under the indenture, but in the
case of a conveyance, transfer or lease of substantially all our assets that results in the sale, assignment, conveyance, transfer or other disposition
of assets constituting or accounting for less than 95% of our consolidated assets, revenue or net income (loss), we will not be released from the
obligation to pay the principal of and interest on the notes.

Events of Default; Notice and Waiver

The following will constitute defaults under the indenture, subject to any additional limitations and qualifications included in the indenture and
the accompanying prospectus:

(1)        there shall be a default in the payment of any interest on any note when it becomes due and payable, and such default shall continue for a
period of 30 days, whether or not prohibited by the subordination provisions of the indenture;
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(2)        there shall be a default in the payment of the principal of (or premium, if any, on) any note at its maturity (upon acceleration, conversion,
optional or mandatory redemption if any, required repurchase or otherwise), whether or not prohibited by the subordination provisions of the
indenture;

(3)        there shall be a default in our obligation to exchange the notes into cash or a combination of cash and common stock, as applicable, upon
exercise of a holder�s conversion right and such default continues for a period of ten calendar days;

(4)        (a)        there shall be a default in the performance, or breach, of any other covenant or agreement of the company under the indenture
(other than a default in the performance, or breach, of a covenant or agreement which is specifically dealt with in clause (1), (2) or in clause (b),
(c) or (d) of this clause (4)) and such default or breach shall continue for a period of 60 days after written notice has been given, by certified
mail, (x) to the company by the trustee or (y) to the company and the trustee by the holders of at least 25% in aggregate principal amount of the
outstanding notes;

(b)        there shall be a default in the performance or breach of the provisions described in ��Consolidation, Merger, Sale or Conveyance�;

(c)        the company shall have failed to repurchase any notes required to be repurchased upon a fundamental change in accordance with the
provisions described in ��Repurchase of Notes by Sonic at the Option of holder upon a Fundamental Change�;

S-44

Edgar Filing: SONIC AUTOMOTIVE INC - Form 424B5

Table of Contents 79



Table of Contents

(d)        the company shall have failed to provide notice of the occurrence of a fundamental change as required by the indenture; or

(e)        there shall be a default by the company in the performance of its obligations, including delivery of the settlement amount upon
conversion of the notes, in accordance with the provisions described in ��Conversion Rights;�

(5)        one or more defaults, individually or in the aggregate, shall have occurred under any of the agreements, Indentures or instruments under
which we or any of our subsidiaries then has outstanding Indebtedness in excess of $35 million in principal amount, individually or in the
aggregate, and either (a) such default results from the failure to pay such indebtedness at its stated final maturity or (b) such default or defaults
resulted in the acceleration of the maturity of such indebtedness, unless such failure is cured or waived or such acceleration is rescinded, stayed
or annulled within 30 days after written notice to us from the trustee or to us and the trustee from the holders of at least 25% in principal amount
of the outstanding notes has been received by us;

(6)        one or more final judgments, orders or decrees (not subject to appeal) of any court or regulatory or administrative agency for the
payment of money in excess of $35 million, either individually or in the aggregate (exclusive of any portion of any such payment covered by
insurance, if and to the extent the insurer has acknowledged in writing its liability therefor), shall be rendered against us or any significant
subsidiary or any of their respective properties and shall not be discharged or fully bonded and there shall have been a period of 60 consecutive
days during which a stay of enforcement of such judgment or order, by reason of an appeal or otherwise, shall not be in effect;

(7)        any holder or holders of at least $35 million in aggregate principal amount of indebtedness of Sonic or any of our subsidiaries after a
default under such indebtedness shall notify the trustee of the intended sale or disposition of any assets of the company or any subsidiary that
have been pledged to or for the benefit of such holder or holders to secure such indebtedness or shall commence proceedings, or take any action,
including by way of set-off, to retain in satisfaction of such indebtedness or to collect on, seize, dispose of or apply in satisfaction of
indebtedness, assets of Sonic or any of our subsidiaries, including funds on deposit or held pursuant to lock-box and other similar arrangements,
unless such default is cured, rescinded or waived within 10 days after written notice to us from the trustee or the holders of at least 25% in
principal amount of the then outstanding notes has been received by the company, and which default (a) results from the failure to pay such
indebtedness at its stated final maturity or (b) resulted in the acceleration of the maturity of such indebtedness;

(8)        there shall have been the entry by a court of competent jurisdiction of (a) a decree or order for relief in respect of the company or any
significant subsidiary in an involuntary case or proceeding under any applicable bankruptcy law or (b) a decree or order:

(i) adjudging Sonic or any significant subsidiary bankrupt or insolvent;

(ii) seeking reorganization, arrangement, adjustment or composition of or in respect of the company or any significant subsidiary
under any applicable federal or state law;

(iii) appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar official) of Sonic or any
significant subsidiary or of any substantial part of their respective properties; or

(iv) ordering the winding up or liquidation of their respective affairs, and any such decree or order for relief shall continue to be in
effect, or any such other decree or order shall be unstayed and in effect, for a period of 60 consecutive days; or
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(9)    (a)        we or any significant subsidiary commence a voluntary case or proceeding under any applicable bankruptcy law or any other case
or proceeding to be adjudicated bankrupt or insolvent,

(b)        we or any significant subsidiary consent to the entry of a decree or order for relief in respect of the company or such significant
subsidiary in an involuntary case or proceeding under any applicable bankruptcy law or to the commencement of any bankruptcy or insolvency
case or proceeding against it,
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(c)        we or any significant subsidiary file a petition or answer or consent seeking reorganization or relief under any applicable federal or state
law,

(d)        we or any significant subsidiary

(i) consent to the filing of such petition or the appointment of, or taking possession by, a custodian, receiver, liquidator,
assignee, trustee, sequestrator or similar official of the company or such significant subsidiary or of any substantial
part of their respective properties,

(ii) make an assignment for the benefit of creditors, or

(iii) admit in writing its inability to pay its debts generally as they become due; or

(e)        we or any significant subsidiary take any corporate action in furtherance of any such actions in this paragraph (9).

�Significant subsidiary� means, at any particular time, any subsidiary that would constitute a �significant subsidiary� within the meaning of Article 1
of Regulation S-X promulgated under the Securities Act as in effect on the date of the indenture.

Result of Events of Default

If an event of default (other than as specified in clauses (8) and (9) of the prior paragraph) shall occur and be continuing with respect to the
indenture, the trustee or the holders of not less than 25% in aggregate principal amount of the notes then outstanding may, and the trustee at the
request of such holders shall, declare all unpaid principal of, premium, if any, and accrued interest on all notes to be due and payable
immediately, by a notice in writing to the company (and to the trustee if given by the holders of the notes). Upon any such declaration, such
principal, premium, if any, and interest shall become due and payable immediately. If an event of default specified in clause (8) or (9) of the
prior paragraph occurs and is continuing, then all the notes shall ipso facto become and be due and payable immediately in an amount equal to
the principal amount of the notes, together with accrued and unpaid interest, if any, to the date the notes become due and payable, without any
declaration or other act on the part of the trustee or any holder. Thereupon, the trustee may, at its discretion, proceed to protect and enforce the
rights of the holders of notes by appropriate judicial proceedings.

After a declaration of acceleration, but before a judgment or decree for payment of the money due has been obtained by the trustee, the holders
of a majority in aggregate principal amount of notes outstanding by written notice to the company and the trustee, may rescind and annul such
declaration and its consequences if:

(a)        we have paid or deposited with the trustee a sum sufficient to pay
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(i) all sums paid or advanced by the trustee under the indenture and the reasonable compensation, expenses,
disbursements and advances of the trustee, its agents and counsel,

(ii) all overdue interest on all notes then outstanding,

(iii) the principal of and premium, if any, on any notes then outstanding which have become due otherwise than by such
declaration of acceleration and interest thereon at the rate borne by the notes, and

(iv) to the extent that payment of such interest is lawful, interest upon overdue interest at the rate borne by the notes;

(b)        the rescission would not conflict with any judgment or decree of a court of competent jurisdiction; and

(c)        all events of default, other than the non-payment of principal of, premium, if any, and interest on the notes which have become due
solely by such declaration of acceleration, have been cured or waived as provided in the Indenture. No such rescission shall affect any
subsequent default or impair any right consequent thereon.
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Waiver of Default by Holders

The holders of not less than a majority in aggregate principal amount of the notes outstanding may on behalf of the holders of all outstanding
notes waive any existing or past default under the indenture and its consequences, except a default (i) in the payment of the principal of,
premium, if any, or interest on any note, which may only be waived with the consent of each holder of notes affected or (ii) in respect of a
covenant or provision which under the Indenture cannot be modified or amended without the consent of the holder of each note affected by such
modification or amendment.

Legal Rights of Holders

No holder of any of the notes has any right to institute any proceedings with respect to the notes, the Indenture or any remedy thereunder, unless

(1) the holders of at least 25% in aggregate principal amount of the outstanding notes have made written request, and offered reasonable
indemnity, to the trustee to institute such proceeding as trustee under the notes and the Indenture;

(2) the trustee has failed to institute such proceeding within 15 days after receipt of such notice; and

(3) the trustee, within such 15-day period, has not received directions inconsistent with such written request by holders of a majority in
aggregate principal amount of the outstanding notes.

Such limitations do not, however, apply to a suit instituted by a holder of a note for the enforcement of the payment of the principal of, premium,
if any, or interest on such note on or after the respective due dates expressed in such note.

Notice to and Action of Trustees

The company is required to notify the trustee within five business days of the occurrence of any default. The company is required to deliver to
the trustee, on or before a date not more than 60 days after the end of each fiscal quarter and not more than 120 days after the end of each fiscal
year, a written statement as to compliance with the indenture, including whether or not any Default has occurred. The trustee is under no
obligation to exercise any of the rights or powers vested in it by the indenture at the request or direction of any of the holders of the notes unless
such holders offer to the trustee security or indemnity satisfactory to the trustee against the costs, expenses and liabilities which might be
incurred thereby.

If a default under the indenture occurs and is continuing and is known to the trustee, the trustee must mail to each holder of the notes notice of
the default within 90 days after it occurs. The trustee may withhold notice to the holders of the notes of a default, except defaults in non-payment
of principal or interest on the notes; however, the trustee must consider it to be in the interest of the holders of the notes to withhold this notice.
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The Trust Indenture Act contains limitations on the rights of the trustee, should it become a creditor of the company to obtain payment of claims
in certain cases or to realize on certain property received by it in respect of any such claims, as security or otherwise. The trustee is permitted to
engage in other transactions, provided that if it acquires any conflicting interest it must eliminate such conflict upon the occurrence of an Event
of Default or else resign.

Legal Defeasance and Covenant Defeasance

The notes will not be subject to any defeasance provisions under the indenture.

Provision of Financial Statements

Whether or not the company is subject to Section 13(a) or 15(d) of the Exchange Act, if the company makes filings under the Exchange Act with
the commission of annual reports, quarterly reports and other documents, the
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company will within 15 days of each filing, file with the trustee copies of the annual reports, quarterly reports and other documents which the
company filed with the commission pursuant to Sections 13(a) or 15(d) of the Exchange Act if the company were subject to either of such
Sections.

Amendment and Modification of the Indenture

The consent of the holders of a majority in aggregate principal amount of the outstanding notes is required to modify or amend the indenture.
However, a modification or amendment requires the consent of the holder of each outstanding note affected by such modification or amendment
if it would:

� reduce the principal amount of or change the stated maturity or payment date for interest on any note;

� reduce or alter the manner of calculating the interest rate or extend the time for payment of interest on any note;

� reduce any amount payable upon redemption or repurchase of any note (including upon the occurrence of a fundamental change) or
change the time at which or circumstances under which the notes may or shall be redeemed or repurchased;

� impair the right of a holder to institute suit for payment on any note;

� change the currency of payment of the notes or interest on any note;

� adversely affect the right of a holder to convert any note or reduce the number of common shares or any other property receivable upon
conversion except as otherwise permitted by the indenture;

� modify the redemption provisions in the indenture in a manner adverse to the holders of the notes;

� reduce the quorum or voting requirements under the indenture;

� change our obligation to maintain an office or agency in the places and for the purposes specified in the indenture;

� subject to specified exceptions, amend or modify certain of the provisions of the indenture relating to amendment or modification or
waiver of provisions of the indenture; or

� reduce the percentage of notes required for consent to any amendment or modification of the indenture.

We and the trustee may modify certain provisions of the indenture without the consent of the holders of the notes, including to:
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� add guarantees with respect to the notes or secure the notes;

� remove guarantees as provided in the indenture;

� evidence the assumption of our obligations by a successor person under the provisions of the indenture relating to consolidations,
mergers and sales of assets;

� surrender any of our rights or powers under the indenture;

� add covenants or events of default for the benefit of the holders of notes;

� cure any ambiguity or correct or supplement any inconsistency in the indenture;

� modify or amend the indenture to permit the qualification of the indenture or any supplemental indenture under the Trust Indenture Act
of 1939 as then in effect;

� establish the forms or terms of the notes;

� evidence the acceptance of appointment by a successor trustee;

� provide for uncertificated notes in addition to or in place of certificated notes; provided, however, that the uncertificated notes may only
be issued in registered form for purposes of Section 163(f) of the Internal Revenue Code of 1986, as amended, which we refer to as the
Code, or in a manner such that the uncertificated notes are described in Section 163 (f)(2)(B) of the Code;
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� conform, as necessary, the indenture and the form or terms of the notes, to the �Description of Notes� as set forth in this prospectus
supplement;

� provide for conversion rights of holders of notes if any reclassification or change of our Class A common stock or any merger,
consolidation or sale of all or substantially all of our assets occurs;

� change the conversion rate in accordance with the indenture; and

� make other changes to the indenture or forms or terms of the notes, provided no such change individually or in the aggregate
with all other such changes has or will have a material adverse effect on the interests of the holders of the notes.

Calculations in Respect of Notes

We will be responsible for making all calculations called for under the notes, unless otherwise set forth above. These calculations include, but
are not limited to, determinations of the market prices of our Class A common stock, the amount of accrued interest payable on the notes and the
conversion price of the notes. We will make all these calculations in good faith and using commercially reasonable standards, and, absent
manifest error, our calculations will be final and binding on holders of notes. We will provide a schedule of our calculations to each of the
trustee and the conversion agent, and each of the trustee and the conversion agent is entitled to rely upon the accuracy of our calculations
without independent verification. The trustee will forward our calculations to any holder of notes upon the request of that holder.

Trustee, Paying Agent and Conversion Agent

We have appointed U.S. Bank National Association, the trustee under the indenture, as paying agent, conversion agent, note registrar and
custodian for the notes. The trustee or its affiliates may also provide banking and other services to us in the ordinary course of their business.

We are obligated to pay reasonable compensation to the trustee. We will indemnify the trustee against any losses, liabilities or expenses incurred
by it in connection with its duties. The trustee�s claims for such payments will be senior to the claims of the note holders.

Notices

Except as otherwise described herein, notices to registered holders of the notes will be given by mail to the addresses as they appear in the
security register. Notices will be deemed to have been given on the date of mailing.

Discharge of the Indenture
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When (i) we deliver to the trustee all outstanding notes (other than notes replaced pursuant to the Indenture) for cancellation or (ii) all
outstanding notes have become due and payable and we irrevocably deposit with the trustee, the paying agent (if the paying agent is not us or
any of our affiliates) or the conversion agent cash or, if expressly permitted by the terms of the notes or the indenture, Class A common stock
sufficient to pay all amounts due and owing on all outstanding notes (other than notes replaced pursuant to the Indenture), and if in either case
we pay all other sums payable hereunder by us, then the indenture shall, subject to proper payment to, and indemnification of, the trustee, cease
to be of further effect. The trustee shall join in the execution of a document prepared by us acknowledging satisfaction and discharge of the
Indenture on demand of Sonic accompanied by an officers� certificate and opinion of counsel and at the cost and expense of Sonic.

Governing Law

The notes and the indenture shall be governed by, and construed in accordance with, the laws of the State of New York.
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Form, Exchange and Transfer

The notes will be issued:

� in fully registered form;

� without interest coupons; and

� in denominations of $1,000 principal amount and integral multiples of $1,000.

Holders may present notes for conversion, registration of transfer and exchange at the office maintained by us for such purpose, which will
initially be the designated corporate trust office of the trustee in The City of New York.

Payment and Paying Agent

We will maintain an office or agent in the Borough of Manhattan, The City of New York, where we will pay the principal on the notes and a
holder may present the notes for conversion, registration of transfer or exchange for other denominations, which shall initially be an office or
agency of the trustee. We may pay interest on any notes represented by the registered certificated securities referred to below by check mailed to
a holder�s address as it appears in the note register, provided that if a holder has an aggregate principal amount of notes in excess of $2.0 million,
it will be paid, at such holder�s written election, by wire transfer in immediately available funds.

Payments on the notes represented by the global note referred to below will be made to The Depository Trust Company, New York, New York,
which is referred to herein as DTC, or its nominee, as the case may be, as the registered owner thereof, in immediately available funds. We
expect that DTC or its nominee, upon receipt of any payment on the notes represented by a global note, will credit participants� accounts with
payments in amounts proportionate to their respective beneficial interests in the global note as shown in the records of DTC or its nominee. We
also expect that payments by participants to owners of beneficial interests in the global note held through such participants will be governed by
standing instructions and customary practice as is now the case with securities held for the accounts of customers registered in the names of
nominees for such customers. The participants will be responsible for those payments. Transfers between participants in DTC will be effected in
accordance with DTC�s rules and will be settled in immediately available funds.

Book-Entry Delivery and Settlement

We will issue the notes in the form of one or more permanent global notes in definitive, fully registered, book-entry form. The global notes will
be deposited with or on behalf of DTC and registered in the name of Cede & Co., as nominee of DTC.

DTC has advised us as follows:
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� DTC is a limited-purpose trust company organized under the New York Banking Law, a �banking organization� within the meaning of
the New York Banking Law, a member of the Federal Reserve System, a �clearing corporation� within the meaning of the New York
Uniform Commercial Code and a �clearing agency� registered under Section 17A of the Exchange Act.

� DTC holds securities that its participants deposit with DTC and facilitates the settlement among participants of securities transactions,
such as transfers and pledges, in deposited securities, through electronic computerized book-entry changes in participants� accounts,
thereby eliminating the need for physical movement of securities certificates.

� Direct participants include securities brokers and dealers, trust companies, clearing corporations and other organizations.

� DTC is owned by a number of its direct participants and by the New York Stock Exchange, Inc., the American Stock Exchange LLC
and the National Association of Securities Dealers, Inc.
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� Access to the DTC system is also available to others, such as securities brokers and dealers, banks and trust companies that clear
through or maintain a custodial relationship with a direct participant, either directly or indirectly.

� The rules applicable to DTC and its participants are on file with the Securities and Exchange Commission.

We are providing the following descriptions of the operations and procedures of DTC to the holders solely as a matter of convenience. These
operations and procedures are solely within the control of DTC and are subject to change by DTC from time to time. None of us, the
underwriters nor the trustee takes any responsibility for these operations or procedures, and each holder is urged to contact DTC or its
participants directly to discuss these matters.

We expect that under procedures established by DTC:

� Upon deposit of the global notes with DTC or its custodian, DTC will credit on its internal system the accounts of direct participants
designated by the underwriters with portions of the principal amounts of the global notes.

� Ownership of the notes will be shown on, and the transfer of ownership thereof will be effected only through, records maintained by
DTC or its nominee, with respect to interests of direct participants, and the records of direct and indirect participants, with respect to
interests of persons other than participants.

The laws of some jurisdictions require that purchasers of securities take physical delivery of those securities in definitive form. Accordingly, the
ability to transfer interests in the notes represented by a global note to those persons may be limited. In addition, because DTC can act only on
behalf of its participants, who in turn act on behalf of persons who hold interests through participants, the ability of a person having an interest in
notes represented by a global note to pledge or transfer those interests to persons or entitles that do not participate in DTC�s system, or otherwise
to take actions in respect of such interest, may be affected by the lack of a physical definitive security in respect of such interest.

So long as DTC or its nominee is the registered owner of a global note, DTC or that nominee will be considered the sole owner or holder of the
notes represented by that global note for all purposes under the indenture and under the notes. Except as provided below, owners of beneficial
interests in a global note will not be entitled to have notes represented by that global note registered in their names, will not receive or be entitled
to receive physical delivery of certificated notes and will not be considered the owners or holders thereof under the indenture or under the notes
for any purpose, including with respect to the giving of any direction, instruction or approval to the trustee. Accordingly, each holder owning a
beneficial interest in a global note must rely on the procedures of DTC and, if that holder is not a direct or indirect participant, on the procedures
of the participant through which that holder owns its interest, to exercise any rights of a holder of notes under the indenture or the global note.

Notes represented by a global note will be exchangeable for registered certificated securities with the same terms only if: (1) DTC is unwilling
or unable to continue as depositary or if DTC ceases to be a clearing agency registered under the Exchange Act and a successor depositary is not
appointed by us within 90 days; (2) we decide to discontinue use of the system of book-entry transfer through DTC (or any successor
depositary); DTC has advised us that, in such event, under its current practices, DTC would notify its participants of the Company�s request, but
will only withdraw beneficial interests from a global note at the request of each DTC participant; or (3) a default under the indenture occurs and
is continuing.

Neither we nor the trustee will have any responsibility or liability for any aspect of the records relating to or payments made on account of notes
by DTC, or for maintaining, supervising or reviewing any records of DTC relating to the notes.
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CERTAIN UNITED STATES TAX CONSIDERATIONS

The following summary describes the material United States federal income tax consequences and, in the case of a non-U.S. holder (as defined
below), the United States federal estate tax consequences, of purchasing, owning and disposing of the notes. This summary applies to you only if
you are a beneficial owner of a note and you acquire the note in this offering for a price equal to the issue price of the notes. The issue price of
the notes is the first price at which a substantial amount of the notes is sold other than to bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers.

This summary deals only with notes held as capital assets (generally, investment property) and does not deal with special tax situations such as:

� dealers in securities or currencies;

� traders in securities;

� United States holders (as defined below) whose functional currency is not the United States dollar;

� persons holding notes as part of a hedge, straddle, conversion, constructive sale, wash sale or other integrated transaction;

� certain United States expatriates;

� financial institutions;

� real estate investment trusts;

� insurance companies;

� entities that are tax-exempt for United States federal income tax purposes and retirement plans, individual retirement accounts and
tax-deferred accounts;

� persons subject to the alternative minimum tax;

� controlled foreign corporations, passive foreign investment companies and regulated investment companies and shareholders of such
corporations; and

� pass-through entities, including partnerships and entities and arrangements classified as partnerships for United States federal tax
purposes, and beneficial owners of pass-through entities.
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If you are a partnership (or an entity or arrangement classified as a partnership for United States federal tax purposes) holding notes or a partner
in such a partnership, the United States federal income tax treatment of a partner in the partnership generally will depend on the status of the
partner and the activities of the partnership, and you should consult your own tax advisor regarding the United States federal income and estate
tax consequences of purchasing, owning and disposing of the notes.

This summary does not discuss all of the aspects of United States federal income and estate taxation that may be relevant to you in light of your
particular investment or other circumstances. In addition, this summary does not discuss any United States state or local income or foreign
income or other tax consequences. This summary is based on United States federal income and estate tax law, including the provisions of the
Internal Revenue Code of 1986, as amended (the �Internal Revenue Code�), Treasury regulations, administrative rulings and judicial authority, all
as in effect or in existence as of the date of this prospectus supplement. Subsequent developments in United States federal income tax law,
including changes in law or differing interpretations, which may be applied retroactively, could have a material effect on the United States
federal income tax consequences of purchasing, owning and disposing of notes as set forth in this summary. Before you purchase notes, you
should consult your own tax advisor regarding the particular United States federal, state and local and foreign income and other tax
consequences of acquiring, owning and disposing of the notes that may be applicable to you.

S-52

Edgar Filing: SONIC AUTOMOTIVE INC - Form 424B5

Table of Contents 95



Table of Contents

U.S. Holders

The following summary applies to you only if you are a United States holder (as defined below).

Definition of a United States Holder

A �United States holder� is a beneficial owner of a note or Class A common stock received upon conversion of a note who or which is for United
States federal income tax purposes:

� an individual citizen or resident of the United States;

� a corporation (or other entity classified as a corporation for these purposes) created or organized in or under the laws of the United
States or of any political subdivision of the United States, including any State or the District of Columbia;

� an estate, the income of which is subject to United States federal income taxation regardless of the source of that income; or

� a trust, if (i) a United States court is able to exercise primary supervision over the trust�s administration and one or more �United States
persons� (within the meaning of the Internal Revenue Code) has the authority to control all of the trust�s substantial decisions or (ii) the
trust has a valid election in effect under applicable Treasury regulations to be treated as a �United States person.�

Interest and Original Issue Discount

Stated interest on your notes will be taxed as ordinary interest income. In addition, subject to the discussion below:

� if you use the cash method of accounting for United States federal income tax purposes, you will have to include the stated interest on
your notes in your gross income at the time you receive the stated interest; and

� if you use the accrual method of accounting for United States federal income tax purposes, you will have to include the stated interest
on your notes in your gross income at the time the stated interest accrues.

The notes will be issued with original issue discount (�OID�). The stated interest rate on the notes will increase by 0.50% for all periods beginning
after November 30, 2010 and, beginning on November 30, 2010, we may redeem the notes at any time at a price equal to 100% of the principal
amount of the notes to be redeemed, plus any accrued and unpaid interest up to but excluding the redemption date. Under Treasury Regulations
relating to OID, the yield and maturity of a debt instrument that provides the issuer with an unconditional option, that, if exercised, requires
payments to be made on the debt instrument under an alternative payment schedule, will be determined by presuming that the issuer will
exercise the option in a manner that minimizes the yield on the debt instrument. Under these Treasury Regulations, if the issuer does not exercise
the option, then solely for purposes of provisions of the Code relating to OID, the debt instrument is treated as retired and reissued for an amount
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equal to its adjusted issue price on the date the issuer does not exercise the option. Based on these Treasury Regulations, we intend to compute
the yield and maturity of the notes by presuming that we will redeem the notes on November 30, 2010. Accordingly, we intend to compute OID
on the notes using a maturity date of November 30, 2010 and treat the excess of the principal amount of the notes over the issue price of the
notes as exceeding the statutory de minimis amount and thus as OID. Our treatment is not binding on the IRS. It is possible the IRS would
successfully assert that the presumption that we will redeem the notes on November 30, 2010 should not apply and the notes should be treated as
issued with OID equal to the difference between the stated redemption price at maturity of the notes (i.e., the sum of all payments required to be
made on the notes, other than payments of stated interest at the rate of 4.25% per year) and the issue price of the notes.

Regardless of your method of accounting, you will be required to include the OID on your notes in your gross income, as ordinary interest
income, on a constant yield basis in advance of the receipt of cash payments to which such income is attributable. The amount of OID on your
notes that you will be required to include in your
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gross income in a taxable year will equal the sum of the �daily portions� of OID, determined by allocating to each day of the taxable year during
which you hold notes a pro rata portion of OID allocable to each accrual period in such taxable year. The amount of OID allocable to each
accrual period generally will equal the product of (i) the �adjusted issue price� of your notes at the beginning of such accrual period and (ii) the
�yield to maturity� of the notes (determined on the basis of compounding at the close of each accrual period and appropriately adjusted to take into
account the length of the particular accrual period), less the amount of any stated interest payments at the rate of 4.25% per year that are
allocable to such accrual period. The �adjusted issue price� of your notes at the beginning of the first accrual period is simply the issue price.
Thereafter, the �adjusted issue price� of your notes is the sum of the issue price plus the amount of OID previously includible in gross income,
reduced by the amount of any payments previously made on your notes, other than payments of stated interest at the rate of 4.25% per year. The
�yield to maturity� of the notes is the discount rate that causes the present value on the issue date of the payments provided for in the notes to equal
the issue price of the notes. You should consult your own tax advisor concerning the computation and accrual of OID on your notes.

Conversion Rate Adjustments

The conversion rate of the notes may be adjusted in certain circumstances. Under Section 305(c) of the Internal Revenue Code, adjustments (or
failures to make adjustments) that have the effect of increasing your proportionate interest in our assets or earnings may in some circumstances
result in a taxable deemed distribution to you. Adjustments to the conversion rate made pursuant to a bona fide reasonable adjustment formula
that has the effect of preventing the dilution of your interest, however, generally will not be considered to result in a constructive distribution.
Some of the possible adjustments provided in the notes, including, without limitation, adjustments in respect of cash distributions to holders of
our Class A common stock and adjustments described in �Description of Notes�Make Whole Amount and Adjustments for Conversion After a
Public Acquirer Change of Control�, will not qualify as being pursuant to a bona fide reasonable adjustment formula. If such adjustments are
made, you generally will be deemed to have received constructive distributions in amounts based upon the value of additional shares that would
be received on conversion as a result of such adjustments. Any deemed distribution to you will be includible in your income in the same manner
as an actual distribution received by you, as described under �United States Holders�Distributions on the Class A Common Stock� below.
Accordingly, you could be considered to have received distributions taxable as dividends to the extent of our current and accumulated earnings
and profits even though you did not receive any cash or property as a result of such adjustments. In certain circumstances, the failure of the notes
to provide for such an adjustment may result in a deemed distribution to holders of the Class A common stock. You should carefully review the
conversion rate adjustment provisions and consult your own tax advisor with respect to the tax consequences of any such adjustment (or failure
to make an adjustment).

Sale or Other Disposition of Notes

Your tax basis in your notes generally will be their cost plus an amount equal to any OID previously included in your gross income. You
generally will recognize taxable gain or loss when you sell or otherwise dispose of your notes (other than a conversion of your notes pursuant to
which we deliver a combination of cash and Class A common stock, discussed below under ��Conversion of the Notes�) equal to the difference, if
any, between:

� the amount realized on the sale or other disposition (less any amount attributable to accrued interest, which will be taxable in the
manner described under ��Interest and Original Issue Discount�); and

� your tax basis in the notes.

Your gain or loss generally will be capital gain or loss. This capital gain or loss will be long-term capital gain or loss if at the time of the sale or
other disposition you have held the notes for more than one year. Subject to limited exceptions, your capital losses cannot be used to offset your
ordinary income. If you are a non-corporate United States holder, your long-term capital gain generally will be subject to a maximum tax rate of
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Conversion of the Notes

If you receive solely cash in exchange for your notes upon conversion, your gain or loss will be determined in the same manner as if you
disposed of the notes in a taxable disposition (as described above under ��Sale or Other Disposition of Notes��). The tax treatment of your
conversion of notes into a combination of cash and shares of Class A common stock is not entirely clear. If a combination of cash and shares of
Class A common stock is received in exchange for your notes upon conversion, gain, but not loss, should be recognized equal to the excess of
the fair market value of the shares of Class A common stock (treating a fractional share of Class A common stock as received for this purpose)
and cash received (other than amounts attributable to accrued interest, which will be treated as such, and cash in lieu of a fractional share) over
your tax basis in the notes, but in no event should the gain recognized exceed the amount of cash received (excluding cash received in lieu of a
fractional share). The amount of gain or loss recognized on the receipt of cash in lieu of a fractional share should be equal to the difference
between the amount of cash you receive in respect of the fractional share and your tax basis in the fractional share (as described below). The
aggregate tax basis of the shares of Class A common stock received upon a conversion (treating a fractional share as received for this purpose
and excluding shares of Class A common stock attributable to accrued interest, the tax basis of which will equal the amount of accrued interest
with respect to which the shares of Class A common stock were received) should equal the tax basis of the note that was converted, reduced by
the amount of any cash received (other than cash received in lieu of a fractional share or cash attributable to accrued interest), and increased by
the amount of gain, if any, recognized (other than with respect to a fractional share). Your holding period for shares of Class A common stock
should include the period during which you held the notes except that the holding period of any shares of Class A common stock received with
respect to accrued interest should commence on the day after the date of receipt. You should consult your tax advisors regarding the tax
treatment of the receipt of a combination of cash and shares of Class A common stock in exchange for notes upon conversion.

If, as described in �Description of Notes�Conversion After a Public Acquirer Change of Control�, we elect to adjust the conversion rate and the
related conversion obligation in connection with a public acquirer change of control, providing you with the right to convert your notes into
shares of public acquirer common stock, you should consult your own tax advisor concerning the appropriate treatment of such adjustments and
conversion.

If you convert your notes between a record date for an interest payment and the next interest payment date and, as a result, receive a cash
payment of interest, as described in �Description of Notes�Interest�, you should consult your own tax advisor concerning the appropriate treatment
of such payment.

Sale or Exchange of Class A Common Stock

In general, if you hold Class A common stock into which the notes have been converted, you will recognize gain or loss upon the sale or
exchange of the Class A common stock measured by the difference between

� the amount of cash and the fair market value of any property you receive, and

� your adjusted tax basis in the Class A common stock.

Your gain or loss generally will be capital gain or loss. This capital gain or loss will be long-term capital gain or loss if at the time of the sale or
exchange your holding period for the Class A common stock exceeded one year. Subject to limited exceptions, your capital losses cannot be
used to offset your ordinary income. If you are a non-corporate United States holder, your long-term capital gain generally will be subject to a
maximum tax rate of 15%, which maximum tax rate is scheduled to increase to 20% for dispositions occurring on or after January 1, 2009.
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Distributions on shares of our Class A common stock will constitute dividends and be taxed as ordinary income for United States federal income
tax purposes to the extent of our current or accumulated earnings and
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profits as determined under United States federal income tax principles. Dividends paid to those of you that are United States corporations will
generally qualify for the dividends-received deduction. Dividends paid during taxable years beginning before January 1, 2009 to those of you
that are certain non-corporate United States holders (including individuals) that satisfy certain holding period and other requirements will
generally be subject to United States federal income tax at a reduced rate of 15% or lower. To the extent that you receive distributions on shares
of Class A common stock that would otherwise constitute dividends for United States federal income tax purposes but that exceed our current
and accumulated earnings and profits, such distributions will be treated first as a non-taxable return of capital reducing your adjusted tax basis in
the shares of Class A common stock. Any such distributions in excess of your adjusted tax basis in the shares of Class A common stock will
generally be treated as capital gain.

Backup Withholding

In general, �backup withholding� at a rate of 28%, which rate is scheduled to increase to 31% for taxable years beginning on or after January 1,
2011, may apply:

� to any payments made to you of principal of and interest (including OID) on your note or dividends on the shares of Class A common
stock paid to you, and

� to payment of the proceeds of a sale or other disposition of your note before maturity or shares of Class A common stock, if you are a
non-corporate United States holder and fail to provide a correct taxpayer identification number or otherwise comply with applicable
requirements of the backup withholding rules.

The backup withholding tax is not an additional tax and may be credited against your United States federal income tax liability, provided that
correct information is provided to the Internal Revenue Service.

Non-U.S. Holders

The following summary applies to you if you are a beneficial owner of a note or Class A common stock received upon conversion of a note who
or which is neither a United States holder (as defined above) nor a partnership (or an entity or arrangement classified as a partnership for United
States federal tax purposes) (a �non-U.S. holder�). An individual may, subject to exceptions, be deemed to be a resident alien, as opposed to a
non-resident alien, by among other ways being present in the United States:

� on at least 31 days in the calendar year, and

� for an aggregate of at least 183 days during a three-year period ending in the current calendar year, counting for such purposes all of the
days present in the current year, one-third of the days present in the immediately preceding year, and one-sixth of the days present in the
second preceding year.

Resident aliens are subject to United States federal income tax as if they were United States citizens.
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Notes

Under current United States federal income tax laws, and subject to the discussion below, United States federal withholding tax will not apply to
payments by us or our paying agent (in its capacity as such) of principal of and interest (including OID) on your notes under the �portfolio
interest� exception of the Internal Revenue Code, provided that in the case of interest (including OID):

� you do not, directly or indirectly, actually or constructively, own ten percent or more of the total combined voting power of all classes
of our stock entitled to vote within the meaning of section 871(h)(3) of the Internal Revenue Code and the Treasury regulations
thereunder;
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� you are not (i) a controlled foreign corporation for United States federal income tax purposes that is related, directly or indirectly, to us
through sufficient stock ownership (as provided in the Internal Revenue Code), or (ii) a bank receiving interest described in section
881(c)(3)(A) of the Internal Revenue Code;

� such interest is not effectively connected with your conduct of a United States trade or business; and

� you provide a signed written statement, on Internal Revenue Service Form W-8BEN (or other applicable form), which can reliably be
related to you, certifying under penalties of perjury that you are not a United States person within the meaning of the Internal Revenue
Code and providing your name and address to:

(A) us or our paying agent; or

(B) a securities clearing organization, bank or other financial institution that holds customers� securities in the ordinary course of
its trade or business and holds your notes on your behalf and that certifies to us or our paying agent under penalties of perjury
that it, or the bank or financial institution between it and you, has received from you your signed, written statement and
provides us or our paying agent with a copy of this statement.

Treasury regulations provide alternative methods for satisfying the certification requirement described in this section. In addition, under these
Treasury regulations, special rules apply to partnerships and other pass-through entities and this certification requirement may also apply to
beneficial owners of partnerships and other pass-through entities that hold notes.

If you cannot satisfy the requirements of the �portfolio interest� exception described above, payments of interest (including OID) made to you will
be subject to 30% United States federal withholding tax unless you provide us or our paying agent with a properly executed (1) Internal Revenue
Service Form W-8ECI (or other applicable form) stating that interest paid on your notes is not subject to withholding tax because it is effectively
connected with your conduct of a trade or business in the United States, or (2) Internal Revenue Service Form W-8BEN (or other applicable
form) claiming an exemption from or reduction in this withholding tax under an applicable income tax treaty.

Dividends

If we pay dividends (including constructive dividends and deemed dividends, see ��U.S. Holders�Conversion Rate Adjustments� and ��U.S.
Holders�Distributions on Class A Common Stock�) on our Class A common stock, we will have to withhold U.S. federal income tax at a rate of
30%, or a lower rate under an applicable income tax treaty, from the gross amount of the dividends paid to a non-U.S. holder. We intend to make
any required withholding of U.S. federal income tax with respect to any constructive dividends received by non-U.S. holders of the notes from
actual payments on the non-U.S. holders� notes, and non-U.S. holders should consult their own tax advisors as to whether they can obtain a
refund for all or a portion of any tax so withheld. Non-U.S. holders should consult their tax advisors regarding their entitlement to benefits under
a relevant income tax treaty.

Dividends that are effectively connected with a non-U.S. holder�s conduct of a trade or business in the United States and, if required by an
applicable income tax treaty, attributable to a permanent establishment in the United States, are taxed on a net income basis at the regular
graduated rates and in the manner applicable to U.S. persons. In that case, we will not have to withhold U.S. federal income tax if the non-U.S.
holder complies with applicable certification and disclosure requirements. In addition, a �branch profits tax� may be imposed at a 30% rate, or a
lower rate under an applicable income tax treaty, on dividends received by a foreign corporation that are effectively connected with the conduct
of a trade or business in the United States.
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In order to claim the benefit of an applicable income tax treaty, a non-U.S. holder will be required to provide a properly executed Internal
Revenue Service Form W-BEN (or other applicable form, in accordance
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with applicable certification and disclosure requirements. Special rules apply to partnerships and other pass-through entities, and these
certification and disclosure requirements may also apply to beneficial owners of partnerships and other pass-through entities that hold our Class
A common stock. A non-U.S. holder that is eligible for a reduced rate of U.S. federal withholding tax under an income tax treaty may obtain a
refund or credit of any excess amounts withheld by filing an appropriate claim for a refund with the U.S. Internal Revenue Service.

United States Federal Income Tax

Notes

Except for the possible application of United States federal withholding tax (see ��Non-U.S. Holders�United States Federal Withholding Tax�
above) and backup withholding tax (see ��Backup Withholding and Information Reporting� below), you generally will not have to pay United
States federal income tax on payments of principal of and interest (including OID) on your notes or on any proceeds of the sale or other
disposition, including conversion, of your notes representing accrued interest, unless:

� in the case of interest payments or disposition proceeds representing accrued interest, you cannot satisfy the requirements of the
�portfolio interest� exception described above or claim a complete exemption from United States federal income tax under an applicable
income tax treaty (and your United States federal income tax liability has not otherwise been fully satisfied through the United States
federal withholding tax described above); or

� the interest is effectively connected with your conduct of a United States trade or business and, if required by an applicable income tax
treaty, is attributable to a United States �permanent establishment� maintained by you.

If you are engaged in a trade or business in the United States and interest in respect of your notes is effectively connected with the conduct of
your trade or business, and, if required by an applicable income tax treaty, you maintain a United States �permanent establishment� to which the
interest is attributable, you generally will be subject to United States federal income tax on the interest on a net income basis at the regular
graduated rates and in the manner applicable to United States holders (although interest is exempt from the withholding tax discussed in the
preceding paragraphs provided that you provide a properly executed Internal Revenue Service Form W-8ECI (or other applicable form) on or
before any payment date to claim the exemption). In addition, if you are a foreign corporation, you may be subject to a branch profits tax equal
to 30% of your effectively connected earnings and profits for the taxable year, as adjusted for certain items, unless a lower rate applies to you
under a United States income tax treaty with your country of residence. For this purpose, you must include interest (including OID) or gain on
your notes in the earnings and profits subject to the branch tax if these amounts are effectively connected with the conduct of your United States
trade or business.

Gain on Disposition of Class A Common Stock or Notes

A non-U.S. holder generally will not be taxed on gain recognized on a disposition of our Class A common stock or notes (including, in the case
of the notes, conversion) unless:

� the gain is effectively connected with the non-U.S. holder�s conduct of a trade or business in the United States and, if required by an
applicable income tax treaty, is attributable to a permanent establishment maintained by the non-U.S. holder in the United States; in
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these cases, the gain will be taxed on a net income basis at the regular graduated rates and in the manner applicable to United States
holders (unless an applicable income tax treaty provides otherwise) and, if the non-U.S. holder is a foreign corporation, the �branch
profits tax� described above may also apply;

� the non-U.S. holder is an individual who holds our Class A common stock or note as a capital asset, is present in the United States for
more than 182 days in the taxable year of the disposition and meets other requirements (unless an applicable income tax treaty provides
otherwise); or
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� we are or have been a �U.S. real property holding corporation� for U.S. federal income tax purposes at any time during the shorter of the
five-year period ending on the date of disposition or the period that the non-U.S. holder held our Class A common stock or notes.

Generally, a corporation is a �U.S. real property holding corporation� if the fair market value of its �U.S. real property interests� equals or exceeds
50% of the sum of the fair market value of its worldwide real property interests plus its other assets used or held for use in a trade or business.
We believe that we are not currently, and we do not anticipate becoming in the future, a U.S. real property holding corporation.

United States Federal Estate Tax

Notes

If you are an individual and are not a United States citizen or a resident of the United States (as specially defined for United States federal estate
tax purposes) at the time of your death, your notes will generally not be subject to the United States federal estate tax, unless, at the time of your
death:

� you directly or indirectly, actually or constructively, own ten percent or more of the total combined voting power of all classes of our
stock entitled to vote within the meaning of section 871(h)(3) of the Internal Revenue Code and the Treasury regulations thereunder; or

� your interest on the notes is effectively connected with your conduct of a United States trade or business.

Class A Common Stock

Class A Common stock owned or treated as owned by an individual who is not a United States citizen or a resident of the United States (as
specially defined for U.S. federal estate tax purposes) at the time of death will be included in the individual�s gross estate for U.S. federal estate
tax purposes, unless an applicable estate tax or other treaty provides otherwise and, therefore, may be subject to United States federal estate tax.

Backup Withholding and Information Reporting

Under current Treasury regulations, backup withholding and information reporting will not apply to payments on the notes or Class A common
stock made by us or our paying agent (in its capacity as such) to you if you have provided the required certification that you are a non-U.S.
holder as described in ��United States Federal Withholding Tax� above, and provided that neither we nor our paying agent has actual knowledge
that you are a United States holder (as described in ��U.S. Holders� above). We or our paying agent may, however, be required to report to you and
the Internal Revenue Service payments of interest (including OID) on the notes, payments of dividends with respect to the Class A common
stock and the amount of tax, if any, withheld with respect to those payments. Copies of the information returns reporting such payments and any
withholding may also be made available to the tax authorities in the country in which you reside under the provisions of a treaty or agreement.
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The gross proceeds from the disposition of your notes or Class A common stock may be subject to information reporting and backup
withholding tax at a current rate of 28%, which rate is scheduled to increase to 31% for taxable years beginning on or after January 1, 2011. If
you sell your notes or Class A common stock outside the United States through a non-U.S. office of a non-U.S. broker and the sales proceeds are
paid to you outside the United States, then the U.S. backup withholding and information reporting requirements generally will not apply to that
payment. However, U.S. information reporting, but not backup withholding, will apply to a payment of sales proceeds, even if that payment is
made outside the United States, if you sell your notes or Class A common stock though a non-U.S. office of a broker that:

� is a United States person (as defined in the Internal Revenue Code);

� derives 50% or more of its gross income in specific periods from the conduct of a trade or business in the United States;
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� is a �controlled foreign corporation� for U.S. federal income tax purposes; or

� is a foreign partnership, if at any time during its tax year:

� one or more of its partners are U.S. persons who in the aggregate hold more than 50% of the income or capital interests in the
partnership; or

� the foreign partnership is engaged in a U.S. trade or business,

unless the broker has documentary evidence in its files that you are a non-U.S. person and certain other conditions are met or you otherwise
establish an exemption. If you receive payments of the proceeds of a sale of your notes or Class A common stock to or through a U.S. office of a
broker, the payment is subject to both U.S. backup withholding and information reporting unless you provide an Internal Revenue Service Form
W-8BEN certifying that you are a non-U.S. person or you otherwise establish an exemption.

You should consult your own tax advisor regarding application of backup withholding in your particular circumstance and the availability of and
procedure for obtaining an exemption from backup withholding under current Treasury regulations. Any amounts withheld under the backup
withholding rules from a payment to you will be allowed as a refund or credit against your United States federal income tax liability, provided
the required information is furnished to the Internal Revenue Service.
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