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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.

(e) On February 16, 2016, the Compensation Committee of the Board of Directors (the “Compensation Committee”) of Sonic Automotive, Inc. (the “Company”)
approved base salary increases to be effective as of March 1, 2016 for the following executive officers in the following amounts: Mr. O. Bruton Smith, from $1,226,040 to
$1,262,821; Mr. B. Scott Smith, from $1,058,964 to $1,090,733; Mr. David Bruton Smith, from $720,222 to $741,829; Mr. Jeff Dyke, from $945,540 to $973,906; and
Mr. Heath R. Byrd, from $660,807 to $680,631.

On February 16, 2016, the Compensation Committee also established the parameters for determining performance-based cash bonuses under the Sonic Automotive, Inc.
Incentive Compensation Plan (the “Incentive Compensation Plan”) for the performance period January 1, 2016 through December 31, 2016 (the “Performance Period”) for
Messrs. O. Bruton Smith, B. Scott Smith, David Bruton Smith, Jeff Dyke and Heath R. Byrd (the “Executive Officers”) that are intended to meet the requirements for
deductibility under Section 162(m) of the Internal Revenue Code.

The Compensation Committee established a two-tiered approach to determine incentive cash bonus awards for the Performance Period. The first tier is an objective
threshold achievement level of defined adjusted earnings per share for the Company for the Performance Period. No bonuses are payable under the Incentive Compensation
Plan for the Performance Period if the threshold goal is not achieved. If the threshold adjusted earnings per share goal is achieved, then each Executive Officer is eligible for a
bonus of $3,000,000 (the “maximum bonus amount”). However, the second tier of the bonus program establishes additional performance requirements that the Compensation
Committee will use to determine actual bonus amounts payable to the Executive Officers. These performance requirements include additional achievement levels related to
adjusted earnings per share goals and customer satisfaction performance goals based on the percentage of the Company’s dealerships that meet or exceed specified objectives,
as reported by the respective manufacturers for such brands. If the first tier performance requirement has been achieved, the Compensation Committee may, in its
determination, exercise negative discretion to reduce the dollar amount of an Executive Officer’s actual bonus to less than the maximum bonus amount based upon achievement
of the adjusted earnings per share and customer satisfaction performance goals along with other factors the Compensation Committee determines relevant, such as its subjective
assessment of financial, operational, strategic, corporate and individual performance, and unanticipated contingencies and events. An Executive Officer’s bonus amount under
the Incentive Compensation Plan may be less than (but not more than) the maximum bonus amount.

On February 16, 2016, the Compensation Committee also approved grants of performance-based restricted stock units under the Sonic Automotive, Inc. 2012 Stock
Incentive Plan to the Executive Officers in the following amounts: Mr. O. Bruton Smith, 125,947 units; Mr. B. Scott Smith, 108,784 units; Mr. David Bruton Smith, 73,986
units; Mr. Jeff Dyke, 97,133 units; and Mr. Heath R. Byrd, 67,883 units. As provided by the Compensation Committee, these restricted stock unit awards generally remain
subject to forfeiture for up to three years from the date of grant based on continuation of employment and violation of any restrictive covenants contained in any agreement
between the Company and the respective officer. The awards of restricted stock units are also subject to forfeiture, in whole or in part, based on achievement of specified
measures of the Company’s defined adjusted earnings per share performance for the 2016 calendar year. The restricted stock units will be converted to, and paid in the form of,
an equivalent number of shares of the Company’s Class A common stock following vesting. Subject to the performance conditions, these awards vest in three annual
installments, with 25% of the shares vesting on March 31, 2017, 30% of the shares vesting on February 16, 2018 and 45% of the shares vesting on February 16, 2019. These
unit awards will not be eligible for dividend equivalents or voting rights.
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