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AUTONATION, INC.
AutoNation Tower

110 S.E. Sixth Street
Fort Lauderdale, Florida 33301

PROXY STATEMENT

This Proxy Statement contains information relating to the solicitation of proxies by the Board of Directors
of AutoNation, Inc., for use at our 2001 Annual Meeting of Stockholders. Our annual meeting will be held at
The Broward Center for the Performing Arts, Au Rene Theater, 201 S.W. Fifth Avenue, Fort Lauderdale, Florida
on Thursday, May 17, 2001 at 10:00 a.m. Eastern Time.

This Proxy Statement, the Notice of Annual Meeting, the proxy card and our Annual Report to Stockholders
were mailed to stockholders on or about April 9, 2001.

QUESTIONS AND ANSWERS ABOUT OUR ANNUAL MEETING

What is the purpose of our annual meeting?

The purpose of our annual meeting is to:

• elect ten Directors, each for a term until the next annual meeting and until their
successors are duly elected and qualified;

• ratify the appointment of our independent public accountants for 2001; and

• consider any other matters properly presented at the meeting.

In addition, senior management will report on our business and financial performance and respond
to your questions.

Who is entitled to vote at the annual meeting?

Only our stockholders as of 5:00 p.m. on March 26, 2001, the record date, are entitled to receive
notice of the annual meeting and to vote at the meeting, or any postponements or adjournments of
the meeting.

What are the voting rights of AutoNation stockholders?

For each share of common stock issued and outstanding on the record date, stockholders are entitled
to one vote on each matter properly presented at the annual meeting. Therefore, if you own 100 shares
of common stock as of 5:00 p.m. on March 26, 2001, you can cast 100 votes for each matter properly
presented at the annual meeting. As of 5:00 p.m. on March 26, 2001, there were 337,146,986 shares
of AutoNation common stock issued and outstanding and entitled to vote at the meeting.

What constitutes a quorum?

In order for us to conduct business at our annual meeting, we must have a quorum of at least 168,573,494
shares of common stock represented at the meeting, in person or by proxy, and entitled to vote. If
you submit a properly executed proxy or vote instruction card or properly cast your vote by telephone
or via the Internet, your shares will be considered part of the quorum, even if you abstain from voting
or withhold authority as to a particular proposal. We will also consider as present for purposes of
determining whether a quorum exists any shares represented by “broker non-votes” as to a particular
proposal.



What are “broker non-votes”?

“Broker non-votes” occur when shares held by a brokerage firm are not voted with respect to a
proposal because the firm has not received voting instructions from the stockholder and the firm
does not have the authority to vote the shares at its discretion. Under the rules of The New York
Stock Exchange, brokerage firms have the authority to vote customers’ unvoted shares on certain
routine matters, including the uncontested election of directors and the ratification of the appointment
of independent public accountants. If, as we presently anticipate, the agenda for our meeting will
provide only for votes for the election of our Board’s nominees for Director and the ratification of
Arthur Andersen LLP as our independent public accountant, brokerage firms will have the authority
to vote all shares of our stock that they hold, even if they do not receive specific instruction from
their customers. However, if other matters are properly brought before the meeting and they are not
considered routine under the applicable New York Stock Exchange rules, shares held by brokerage
firms will not be voted on such non-routine matters and, accordingly, will be “broker non-votes” and
will not affect the outcome of the vote on such matters.

Will my shares be voted if I do not provide my proxy?

If your shares are held in the name of a brokerage firm, they may be voted by the brokerage firm
(as described above) even if you do not give the brokerage firm specific voting instructions. If you
are a registered stockholder and hold your shares directly in your own name, your shares will not
be voted unless you provide a proxy.

How do I vote?

You can vote in any of the following four ways. Please check your proxy card or contact your broker
to determine whether you will be able to vote by telephone or via the Internet.

To vote by mail:
• Mark, sign and date your proxy card or vote instruction card; and
• Return it in the enclosed envelope.

To vote using the Internet:
• Have your proxy card or vote instruction card in hand;
• Log on to the Internet and visit the address provided on your proxy card or your

vote instruction card; and
• Follow the instructions provided.

To vote by telephone:
• Have your proxy card or vote instruction card in hand;
• Call the toll-free number listed on your proxy card if you are a registered stockholder

(that is, your shares are held on the company’s books in your name or by you
in certificate form), or call the number listed on your vote instruction card if
your shares are held in “street name” (that is, in the name of your bank or broker);
and

• Follow the recorded instructions.

To vote in person if you are a registered stockholder:
• Attend our annual meeting;
• Bring valid photo identification; and
• Deliver your completed proxy card in person.
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To vote in person if you hold in “street name”:
• Attend our annual meeting;
• Bring valid photo identification; and
• Obtain a legal proxy from your bank or broker to vote the shares that are held

for your benefit, attach it to your completed proxy card and deliver it in person.

How do I vote my 401(k) shares?

If you participate in the AutoNation 401(k) Plan, you may vote the number of shares credited to your
account as of 5:00 p.m. on March 26, 2001 by instructing our plan trustee, Merrill Lynch Trust, how
to vote your shares pursuant to the instruction card being mailed with this Proxy Statement to plan
participants. If you do not provide clear voting instructions, Merrill Lynch will vote the shares in
your account in proportion to the way that other plan participants voted their shares.

Can I change my vote after I have voted?

Yes. If you voted by proxy card, vote instruction card or telephone or via the Internet, you can change
your vote at any time before the proxy is exercised. To change your vote:

• Submit written notice of revocation to our Secretary;
• Submit a later dated and signed proxy by mail;
• Recast your vote by telephone or via the Internet; or
• Attend our annual meeting and vote your shares in person in accordance with

the procedures set forth in the answer to “How do I vote?” above. The powers
of the proxy holders will be suspended if you attend the meeting in person and
so request, although attendance at the meeting will not by itself revoke a previously
granted proxy.

What vote is required to elect Directors or take other action at the meeting?

In order to be approved, any proposal that comes before the meeting must receive the affirmative
vote of a majority of the shares present and entitled to vote at the meeting with respect to such
proposal. If you mark your proxy or vote instruction card “withhold authority” with respect to any
Director or “abstain” with respect to any other proposal, you will effectively be voting against the
election of such Director or the approval of such proposal.

If your shares are not voted by your brokerage firm or nominee with respect to a particular proposal,
or if you direct your proxy holder not to vote all or a portion of your shares with respect to a particular
proposal, such shares will not be considered to be present at the meeting for purposes of considering
such proposal. Thus, such shares will not be considered in determining whether such proposal is
approved and will not affect the outcome of the vote on such proposal.

How does the Board recommend I vote on the proposals?

The Board recommends that you vote:

• FOR each of the nominees for Director set forth on page 5; and

• FOR the ratification of the appointment of Arthur Andersen LLP as our independent
public accountants for 2001.

How will my proxy holders vote?

The enclosed proxy card designates Mike Jackson, our Chief Executive Officer, and Jonathan P. Ferrando,
our Senior Vice President, General Counsel & Secretary, or their duly named successors, to hold
your proxy and vote your shares. With respect to the election of Directors and the ratification of the
appointment of our independent public accountants, Messrs. Jackson and Ferrando will vote in accordance
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with the instructions set forth on your duly executed proxy or vote instruction card or as directed by
you over the telephone or via the Internet. If you sign and return your proxy card but do not provide
instructions or if your instructions are unclear, Messrs. Jackson and Ferrando intend to vote FOR
each of the nominees for Director and FOR the ratification of the appointment of Arthur Andersen
LLP as our independent public accountants for 2001.

With respect to any other proposal that properly comes before the meeting, Messrs. Jackson and
Ferrando will vote as recommended by our Board of Directors or, if no recommendation is given, in
their own discretion.

How much did this proxy solicitation cost?

We engaged Innisfree M&A Incorporated to assist with the solicitation of proxies for a fee not to
exceed $8,500, plus reimbursement for out-of-pocket expenses. In addition to soliciting proxies by
mail, certain of our employees may also solicit proxies personally, by telephone or otherwise, but
such persons will not be compensated for such services. As is customary, we will reimburse brokerage
firms, banks, fiduciaries, voting trustees and other nominees for forwarding the soliciting material to
each beneficial owner of stock held of record by them. We will pay the entire cost of the solicitation.

Can I receive materials relating to future AutoNation annual meetings via the Internet?

Yes. In an effort to reduce our proxy solicitation costs significantly, we intend to make it possible
for you to receive future annual meeting materials via the Internet. We encourage you to help us
reduce our costs by electing to receive our annual meeting materials via the Internet. If you are a
registered stockholder, log on to www.eproxyvote.com/an and register to receive our annual meeting
materials via the Internet. If you hold AutoNation stock through a brokerage firm, bank or other
nominee, you can typically register to receive future annual meeting materials via the Internet by
voting online and following the instructions provided. Alternatively, you should call your broker for
instructions on how to receive our future annual meeting materials via the Internet.

If you elect to receive our future annual meeting materials via the Internet, you will receive a proxy
card in the mail or, if you choose, an e-mail notification alerting you when our annual meeting materials
are available online. Our future proxy statements and annual reports will be available online on the
same day as such materials are filed with the Securities and Exchange Commission. You may revoke
at any time your election to receive our future annual meeting materials via the Internet.

This Proxy Statement and our 2000 Annual Report also are available on AutoNation’s corporate website,
which you can visit by going to www.autonation.com.
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PROPOSALS ON WHICH WE ARE ASKING YOU TO VOTE

PROPOSAL 1

ELECTION OF DIRECTORS

Our Board of Directors currently consists of ten members. Our Board has nominated each of our current
Directors to stand for re-election for a new term expiring at the Annual Meeting of Stockholders in 2002. Detailed
biographical and other information on each Director is provided on pages 6 and 7 of this Proxy Statement. Each
nominee is willing and able to serve as a Director of AutoNation. If any nominee becomes unable to serve before
the annual meeting, an event that is not anticipated by our Board of Directors, the proxies may be voted for the
election of another person as designated by our Board.

Nominees For Director Positions and Offices Held with Us

H. Wayne Huizenga Chairman of the Board
Mike Jackson Chief Executive Officer and Director
Harris W. Hudson Vice Chairman of the Board
Robert J. Brown Director
J.P. Bryan Director
Rick L. Burdick Director
Michael G. DeGroote Director
George D. Johnson, Jr. Director
John J. Melk Director
Irene B. Rosenfeld Director

Our Board of Directors unanimously recommends a vote “FOR” the election of
each of the nominees for Director named above.

PROPOSAL 2

RATIFICATION OF THE APPOINTMENT OF OUR INDEPENDENT PUBLIC ACCOUNTANTS

Our Board of Directors, upon recommendation of the Audit Committee, has approved the appointment of
Arthur Andersen LLP as our independent public accountants for the year ending December 31, 2001. Arthur
Andersen LLP has served us in this capacity since May 1990. A representative of Arthur Andersen LLP is expected
to attend the Annual Meeting and be available to respond to appropriate questions. The representative also will
be afforded an opportunity to make a statement, if he or she desires to do so.

Our Board of Directors unanimously recommends a vote “FOR” the ratification
of the appointment of Arthur Andersen LLP as independent public accountants

for us and our subsidiaries for the year ending December 31, 2001.
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NOMINEES FOR OUR BOARD OF DIRECTORS

H. Wayne Huizenga

Mr. Huizenga, age 63, has served as our Chairman of the Board since August 1995. He also served as our
Chief Executive Officer from August 1995 until October 1996, and as Co-Chief Executive Officer from October
1996 through September 1999. Since May 1998, Mr. Huizenga has been Chairman of the Board of Republic
Services, Inc., a solid waste services company, and served as its Chief Executive Officer from May 1998 until
December 1998. Since May 2000, Mr. Huizenga has been Vice Chairman of ZixIt Corporation, a provider of
security services and products for Internet use. Since September 1996, Mr. Huizenga has been Chairman of the
Board of Boca Resorts, Inc., an owner and operator of luxury resort hotels, a professional sports franchise and
other facilities. Since January 1995, Mr. Huizenga also has been Chairman of the Board of Extended Stay America,
Inc., an operator of extended stay lodging facilities. Mr. Huizenga served as the Vice Chairman of Viacom Inc.,
a diversified entertainment and communications company, from September 1994 until October 1995. From April
1987 through September 1994, Mr. Huizenga served as the Chairman of the Board and Chief Executive Officer
of Blockbuster Entertainment Corporation, a video rental company. In September 1994, Blockbuster merged with
Viacom. In 1971, Mr. Huizenga co-founded Waste Management, Inc., a solid waste services company, and he
served in various capacities, including as President, Chief Operating Officer and director, from its inception until
1984. Mr. Huizenga also owns the Miami Dolphins, as well as Pro Player Stadium in South Florida, and is a
director of NationsRent, Inc., a national equipment rental company, and ANC Rental Corporation, a car rental
company that we spun off to our stockholders in June 2000.

Mike Jackson

Mr. Jackson, age 52, has served as our Chief Executive Officer and as one of our Directors since September
1999. From October 1998 until September 1999, Mr. Jackson served as President and Chief Executive Officer
of Mercedes-Benz USA, Inc., a North American operating unit of DaimlerChrysler AG, a multinational automotive
manufacturing company. From April 1997 until October 1999, Mr. Jackson served as President of Mercedes-Benz
USA, Inc. From July 1990 until March 1997, Mr. Jackson served in various capacities at Mercedes-Benz USA,
Inc., including as Executive Vice President immediately prior to his appointment as President of Mercedes-Benz
USA, Inc. Mr. Jackson was also the managing partner from March 1979 to July 1990 of Euro Motorcars of
Bethesda, Maryland, a regional group that owned and operated eleven automotive dealership franchises, including
Mercedes-Benz and other brands of automobiles. Prior to joining Euro Motorcars, Mr. Jackson was a District
Manager for Mercedes-Benz of North America.

Harris W. Hudson

Mr. Hudson, age 58, has served as one of our Directors since August 1995, and has served as our Vice
Chairman since October 1996. From August 1995 until October 1996, Mr. Hudson served as our President. Since
May 1998, Mr. Hudson has served as Vice Chairman and Secretary of Republic Services. Mr. Hudson founded
Hudson Management Corporation, a solid waste collection company, in 1983 and served as its Chairman of the
Board, Chief Executive Officer and President from its inception until it was acquired by AutoNation in August
1995. Mr. Hudson also serves as a director of Boca Resorts and NationsRent.

Robert J. Brown

Mr. Brown, age 66, has served as one of our Directors since May 1997. Mr. Brown has served as Chairman
and Chief Executive Officer of B&C Associates, Inc., a management consulting, marketing research and public
relations firm, since 1973. Mr. Brown also serves as a director of Duke Energy Corporation, First Union Corporation
and Sonoco Products Company.

J.P. Bryan

Mr. Bryan, age 61, has served as one of our Directors since May 1991. From January 1995 to February
1998, Mr. Bryan served as President and Chief Executive Officer of Gulf Canada Resources, Ltd., which is
engaged in oil and gas exploration and production. Since 1998, Mr. Bryan has served as Senior Managing Director
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of Torch Energy Advisors, Inc., an outsourcing and service provider to the oil and gas industry, and Mr. Bryan
served as its Chief Executive Officer from 1981 to 1996 and as its Chairman of the Board from 1981 to 1994.
Mr. Bryan also serves on the Board of Directors of Bellwether Exploration Company, an oil and gas exploration
company, and ANC Rental.

Rick L. Burdick

Mr. Burdick, age 49, has been one of our Directors since May 1991. Since 1988, Mr. Burdick has been a
partner in Akin, Gump, Strauss, Hauer & Feld, L.L.P., a global full service law firm. Mr. Burdick serves as a
member of the firm’s Executive Committee, Chairman of the firm’s Corporate and Securities Department and
Partner-In-Charge of the Washington office. Mr. Burdick also serves as a director of Century Business Services,
Inc., a provider of outsourced business services to small and medium-sized companies in the United States.

Michael G. DeGroote

Michael G. DeGroote, age 67, has been one of our Directors since 1991 and served as Vice Chairman of
our Board from August 1995 until October 1996. Mr. DeGroote served as our Chairman of the Board and President
from August 1991 until August 1995, and as our Chief Executive Officer from May 1991 until August 1995.
Since April 1995, Mr. DeGroote has served as Chairman of the Board of Century Business Services. Mr. DeGroote
also served as President and Chief Executive Officer of Century Business Services from April 1995 until October
1996 and from November 1997 until April 1999, and he served as Chief Executive Officer from April 1999 until
October 2000.

George D. Johnson, Jr.

Mr. Johnson, age 58, has served as one of our Directors since November 1995. Since January 1995, Mr.
Johnson has served as President and Chief Executive Officer of Extended Stay America. From August 1993 until
January 1995, Mr. Johnson served in various executive positions with Blockbuster Entertainment Group and,
prior to its merger with Viacom, with Blockbuster, including as President of the Consumer Products Division
and as a director of Blockbuster. Mr. Johnson serves as a director of Extended Stay America, Duke Energy
Corporation and Boca Resorts.

John J. Melk

Mr. Melk, age 64, has served as one of our Directors since August 1995. Mr. Melk has been Chairman and
Chief Executive Officer of H2O Plus, Inc., a bath and skin care product manufacturer and retail distributor, since
1988. Mr. Melk also serves as a director of Extended Stay America. Additionally, he is Chairman and Chief
Executive Officer of Fisher Island Holdings, LLC, which owns the development rights of Fisher Island, Florida.
Mr. Melk also previously served as a director and Vice Chairman of Blockbuster prior to its merger with Viacom
in September 1994. Mr. Melk has been a private investor in various businesses since March 1984 and prior to
March 1984 he held various positions with Waste Management and its subsidiaries, including President of Waste
Management International, plc., a subsidiary of Waste Management.

Irene B. Rosenfeld

Ms. Rosenfeld, age 47, has served as one of our Directors since March 1999. Ms. Rosenfeld has been
President of Kraft Canada, Inc., a subsidiary of Kraft Foods, Inc., a diversified food company, since 1996, and
in May 2000 was also named Group Vice President of Kraft North America and President of Operations, Technology,
Kraft Canada, Mexico & Puerto Rico. From 1991 until 1996, Ms. Rosenfeld served in various executive positions
with Kraft Foods, including as Executive Vice President/General Manager of the Desserts and Snacks Division
from 1994 to 1996 and as Executive Vice President/General Manager of the Beverages Division from 1991 to
1994. Ms. Rosenfeld also serves as a Trustee of Cornell University.

Mr. Hudson is married to Mr. Huizenga’s sister. Otherwise, there are no family relationships between any
of our Directors.
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BOARD GOVERNANCE

Our business and affairs are managed under the direction of our Board of Directors. Our Board establishes
our overall corporate policies and reviews the performance of our management in executing our business strategy
and managing our day-to-day operations. Our Directors are informed of our operations at meetings of our Board
and our Board’s Committees, through reports and analyses presented to our Board and our Board’s Committees,
and by discussions with our management. Significant communications between our Directors and our management
also occur apart from meetings of our Board and our Board’s Committees.

How many times did our Board meet during 2000?

Our Board of Directors held eight meetings during 2000 and took one action by unanimous written
consent. Each of our Directors attended at least 75% of the total number of meetings of our Board
of Directors and any Committees on which he or she served.

What committees has our Board established?

Our Board of Directors has established three standing committees to assist it in discharging its responsibilities:
an Executive Committee, Audit Committee and Compensation Committee. The following chart reflects
the membership of each Committee of our Board:

Name
Executive
Committee

Audit
Committee

Compensation
Committee

H. Wayne Huizenga ................... **
Mike Jackson ............................ *
Harris W. Hudson ...................... *
Robert J. Brown ........................
J.P. Bryan ................................. * **
Rick L. Burdick ........................ *
Michael G. DeGroote .................
John J. Melk ............................. *
George D. Johnson, Jr. ............... *
Irene B. Rosenfeld ..................... ** *

* Member
** Chair

Executive Committee. Our Executive Committee has been delegated the power to take action on behalf
of our full Board with respect to certain matters, including, among other things, certain acquisitions,
divestitures, investments, strategic alliances, joint ventures, agreements, capital investments, borrowings
and the appointment, election or removal of certain of our officers. Our Executive Committee held
no meetings during 2000, but took 19 actions by unanimous written consent.

Audit Committee. Our Audit Committee is responsible for reviewing the quality of our financial reporting
and audit processes, system of internal controls and ethical behavior. In recognition of the recent
focus by the New York Stock Exchange, the Securities and Exchange Commission and the financial
community in general on issues concerning auditor independence and qualifications of audit committee
members, during 2000 our Board updated the charter for our Audit Committee. The full text of the
charter is set forth as Exhibit A to this Proxy Statement. Please refer to our Audit Committee’s Report,
which is set forth below, for a further description of our Audit Committee’s responsibilities and its
recommendation with respect to our audited consolidated financial statements for the year ended
December 31, 2000. Our Audit Committee consists of four Directors. Based upon the rules adopted
by The New York Stock Exchange and the standards set forth in our Audit Committee charter, our
Board has determined that each member of our Audit Committee meets all requisite qualifications
to be a member of the Committee. Our Audit Committee held seven meetings during 2000.
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Compensation Committee. Our Compensation Committee sets our compensation philosophy and is
responsible for administering our compensation programs, including the recommendation of base salaries
and incentive compensation for our officers and approving and recommending stock option grants
pursuant to our stock option plans. Our Compensation Committee consists of three Directors who
have never been employees of AutoNation and who are not eligible to participate in any of the Compensation
Committee-administered compensation programs or plans. Our Compensation Committee held five
meetings during 2000 and took two actions by unanimous written consent. Our Compensation Committee’s
Report on Executive Compensation is set forth on page 12 below.

How are our Directors compensated?

In 2000, we paid each of our non-employee Directors, other than Mr. DeGroote (who does not accept
a fee), an annual fee for service on our Board of Directors of $25,000 plus $1,000 for each Board
meeting attended in excess of four annually and for each committee meeting attended. Our Directors
also are entitled to the use of a company vehicle in accordance with our Director Car Policy. Imputed
income from the use of company vehicles by our Directors under our Director Car Policy averaged
approximately $12,000 during 2000 for each of our Directors who used a company car during 2000.
Mr. DeGroote does not accept the annual Director fee and he does not use a company vehicle under
our Director Car Policy. In recognition of his extraordinary service as a Director in connection with
the tax-free spin-off of ANC Rental, J.P. Bryan, one of our non-employee Directors, was also awarded
a one-time Director fee of $100,000 during 2000.

We want our outside Directors’ compensation to be tied to your interests as stockholders. Accordingly,
our 1995 Non-Employee Director Stock Option Plan currently provides for an annual grant of options
to purchase 20,000 shares of our stock at the beginning of each fiscal year to each non-employee
Director serving on the Board at such date. All options granted under this plan are fully vested and
immediately exercisable. Under this plan, each grant of options to a non-employee Director remains
exercisable for a term of ten years from the grant date so long as the Director remains a member of
the Board. The options are exercisable at a price per share equal to the closing price per share of
our stock on The New York Stock Exchange on the date immediately prior to the grant date. In
accordance with the plan, on January 2, 2001, Messrs. Brown, Bryan, Burdick, DeGroote, Johnson
and Melk and Ms. Rosenfeld each received an automatic grant of options to purchase 20,000 shares
of our stock at an exercise price of $6.00 per share.
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AUDIT COMMITTEE REPORT

The following statement made by our Audit Committee does not constitute soliciting material and
should not be deemed filed or incorporated by reference into any filing under the Securities Act of 1933,
as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that we specifically
incorporate such statement by reference.

The Audit Committee consists of Irene B. Rosenfeld (Chair), J. P. Bryan, Rick L. Burdick and John J. Melk.
During 2000, the Board of Directors adopted an updated charter for the Audit Committee in order to address
new rules recently adopted by the Securities and Exchange Commission and The New York Stock Exchange
with respect to auditor independence and appropriate qualifications of audit committee members. The full text
of the charter for the Audit Committee is set forth as Exhibit A to this Proxy Statement.

Our primary function is to assist the Board in fulfilling its oversight responsibilities by reviewing AutoNation’s
financial reporting and audit processes, system of internal controls and ethical behavior. Management is responsible
for the company’s financial statements and the financial reporting process, including the system of internal controls.
We also monitor the preparation by management of the company’s quarterly and annual financial statements.
The independent auditors, who are recommended to the Board by us, are responsible for expressing an opinion
as to whether the consolidated financial statements present fairly, in all material respects, the financial position,
results of operations and cash flows of AutoNation in conformity with United States generally accepted accounting
principles. We also are responsible for reviewing the scope of audit services in conjunction with management
and the auditor and discussing with the auditor any relationships or services that may impact the objectivity and
independence of the auditor.

In fulfilling our oversight role, we met and held discussions with the company’s management and auditors.
Management advised us that the company’s consolidated financial statements were prepared in accordance with
generally accepted accounting principles, and we reviewed and discussed the consolidated financial statements
and key accounting and reporting issues with management and the auditors. We discussed privately with the
auditors matters deemed significant by the auditors, including those matters required to be discussed pursuant
to Statement on Auditing Standards No. 61 (Communication with Audit Committees), as amended.

The auditors also provided us with the written disclosures and the letter required by Independence Standards
Board Standard No. 1 (Independence Discussions with Audit Committees), and we discussed with the auditors
matters relating to their independence and considered whether their provision of non-audit services is compatible
with their independence.

Based on our review with management and the auditors of AutoNation’s audited consolidated financial statements
and the auditors’ report on such financial statements, and based on the discussions described above, we recommended
to the Board of Directors that the audited consolidated financial statements be included in AutoNation’s Annual
Report on Form 10-K for the year ended December 31, 2000 for filing with the Securities and Exchange Commission.

Audit Committee:

Irene B. Rosenfeld (Chair)
J. P. Bryan
Rick L. Burdick
John J. Melk

10



Audit Fees

During fiscal 2000, we paid the following amounts to Arthur Andersen LLP in connection with audit and
other services:

Audit Fees ................................................................ $1,648,425

Financial Information Systems Design and
Implementation Fees ............................................... —

All Other Fees:
Tax consulting — discontinued operations ................... $1,345,081
Tax compliance ...................................................... 625,500
Benefit Plan audits ................................................. 321,000
Other .................................................................... 929,368

$3,220,949

Total .............................................................. $4,869,374

During fiscal 2000, we hired Arthur Andersen LLP to perform certain non-audit services, including tax
consulting on our discontinued operations, tax compliance services and employee benefit plan audits. In these
situations, our Audit Committee and our management considered whether Arthur Andersen LLP could provide
the necessary services without effect on its independence.
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

Messrs. Bryan and Johnson and Ms. Rosenfeld served as members of our Compensation Committee in 2000.
Mr. Johnson has served as the President and Chief Executive Officer of Extended Stay America, and Mr. Huizenga
has served as the Chairman of the Board of Extended Stay America, since January 1995.

EMPLOYMENT AGREEMENTS

During 1999, we entered into an employment agreement with Mike Jackson pursuant to which Mr. Jackson
serves as our Chief Executive Officer. In March 1999, we confirmed certain understandings with respect to Michael
E. Maroone’s employment as our President and Chief Operating Officer and we entered into an employment
agreement with Mr. Maroone during August 2000. During 2000, we also entered into an employment agreement
with Craig T. Monaghan pursuant to which Mr. Monaghan serves as our Senior Vice President, Chief Financial
Officer. Summaries of these employment arrangements are set forth below.

Mike Jackson. On September 22, 1999, we entered into an employment agreement with Mr. Jackson pursuant
to which he serves as our Chief Executive Officer. The agreement provides for Mr. Jackson’s employment from
September 24, 1999 through September 24, 2002 (subject to earlier termination for “cause”), at a base salary of
$1,000,000 per year, subject to future increases as determined by our Compensation Committee. The agreement
also provides for an annual bonus of up to 100% of Mr. Jackson’s annual salary, payable under the 1999 Senior
Executive Bonus Plan upon the achievement of goals and objectives set during the first quarter of each year.
Upon the commencement of Mr. Jackson’s employment, we granted to Mr. Jackson a sign-on bonus in the amount
of $250,000 and stock options with respect to a total of 1,107,843 shares of our common stock (adjusted to
reflect the tax-free spin-off to our stockholders of ANC Rental). All of these options vest in four equal annual
installments commencing on September 24, 2000 and have an exercise price equal to $10.61 and a term expiring
on September 24, 2009 (subject to earlier termination in accordance with the applicable stock option plan and
agreement). Mr. Jackson will be eligible to receive stock option grants in future years at the discretion of our
Compensation Committee. On August 1, 2000, we granted Mr. Jackson options to purchase 850,000 shares of
our stock. All of these options vest in four equal annual installments commencing on August 1, 2001 and have
an exercise price equal to $6.875 and a term expiring on August 1, 2010 (subject to earlier termination in accordance
with the applicable stock option plan and agreement). Under the terms of the agreement, if we terminate Mr. Jackson’s
employment for any reason other than “cause,” he is entitled to receive his annual base salary until September
24, 2002, as well as the pro rata portion of his annual performance bonus applicable to the period prior to the
termination of his employment. Additionally, if we terminate Mr. Jackson’s employment without “cause,” all
stock options held by him will continue to vest during the 12-month period immediately following such termination,
and he shall have an additional two-month period from the end of such 12-month period to exercise any vested
options. The agreement also provides that Mr. Jackson would be entitled to certain benefits during his employment,
including limited personal use of our corporate aircraft.

Michael E. Maroone. On August 1, 2000, we entered into an employment agreement with Michael E. Maroone
that provides for him to serve as our President and Chief Operating Officer. The term of the employment agreement
ends on December 31, 2003. Our agreement with Mr. Maroone provides that he will earn a base salary of $850,000
per year, subject to future increases as determined by our Compensation Committee. The agreement also provides
for an annual bonus for 2000 of up to 70% of Mr. Maroone’s base salary, payable under the 1999 Senior Executive
Bonus Plan upon the achievement of goals and objectives set during the first quarter of 2000. Upon the execution
of his new employment agreement, on August 1, 2000 we granted Mr. Maroone options to purchase 350,000
shares of our stock. Additionally, as part of our annual stock option grant, on August 1, 2000, we granted Mr.
Maroone options to purchase 500,000 shares of our stock. All of these options vest in four equal annual installments
commencing on August 1, 2001 and have an exercise price equal to $6.875 and a term expiring on August 1,
2010 (subject to earlier termination in accordance with the applicable stock option plan and agreement). Mr.
Maroone will be eligible to receive stock option grants in future years at the discretion of the Compensation
Committee. Under the terms of the agreement, if Mr. Maroone’s employment is terminated by us for any reason
other than “cause,” or if he terminates his employment with us for “good reason” (as defined in the employment
agreement), he is entitled to receive the greater of one year’s base salary and his then-current base salary for
the remainder of his employment term. In such circumstances, Mr. Maroone would also be entitled to receive
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the pro rata portion of his annual performance bonus applicable to the period prior to the termination of his
employment, provided that the applicable performance objectives are satisfied.

Additionally, by letter to Mr. Maroone dated March 26, 1999, we confirmed that upon the termination of
Mr. Maroone’s employment with us, any stock options granted to Mr. Maroone prior to March 26, 1999 would
continue to vest in accordance with their initial vesting schedule and would be exercisable through the duration
of their original ten-year terms.

Craig T. Monaghan. On April 19, 2000, we entered into an agreement with Craig T. Monaghan by which
he serves as our Senior Vice President, Chief Financial Officer. Our agreement with Mr. Monaghan provides for
Mr. Monaghan’s employment with us at an initial base salary of $450,000 per year. The agreement also provides
for an annual bonus of up to 50% of Mr. Monaghan’s annual salary, payable upon the achievement of certain
company performance goals. Upon the commencement of Mr. Monaghan’s employment, we granted to Mr. Monaghan
a sign-on bonus in the amount of $100,000 and options to purchase a total of 387,745 shares of our stock (adjusted
to reflect the tax-free spin-off to our stockholders of ANC Rental). These options vest in four equal annual
installments commencing on May 8, 2001 and have an exercise price equal to $8.41 per share and a term expiring
on May 8, 2010 (subject to earlier termination in accordance with the applicable stock option plan and agreement).
Additionally, as part of our annual stock option grant, on August 1, 2000, we granted Mr. Monaghan options to
purchase 50,000 shares of our stock at an exercise price of $6.875 per share. These options vest in four equal
annual installments commencing on August 1, 2001 and expire on August 1, 2010. Mr. Monaghan will be eligible
to receive stock option grants in future years at the discretion of our Compensation Committee. Under the terms
of the agreement, if Mr. Monaghan’s employment is terminated by us for any reason other than “cause,” or if
he terminates his employment with us for “good reason” (as defined in the employment agreement), he is entitled
to receive an amount equivalent to eighteen (18) months of his initial base salary of $450,000.
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STOCK OWNERSHIP INFORMATION

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires that our Directors, executive officers and
persons who beneficially own 10% or more of our stock file with the Securities and Exchange Commission initial
reports of ownership and reports of changes in ownership of our stock and our other equity securities. To our
knowledge, based solely on a review of the copies of such reports furnished to us and written representations
that no other reports were required, during the year ended December 31, 2000, all such filing requirements applicable
to our Directors, executive officers and greater than 10% beneficial owners were complied with, except that
Mr. Hudson was late in reporting his exercise of 300,000 stock options in February 2000. Mr. Hudson did not
sell the shares he acquired pursuant to the exercise of such stock options.

SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information as of March 26, 2001 with respect to the beneficial ownership
of our stock by (1) each person who is known by us to be a beneficial owner of more than 5% of our stock
outstanding, (2) each of our Directors, (3) our Chief Executive Officer and the four other highest paid executive
officers named in the Summary Compensation Table and (4) all of our current Directors and executive officers
as a group. Share amounts and percentages include shares of our stock that may be acquired by such individual,
entity or group upon exercise of all options exercisable on March 26, 2001 or within sixty days thereafter. References
to stock options in the footnotes to the following table reflect an adjustment made in connection with the tax-free
spin-off to our stockholders of ANC Rental Corporation with respect to any stock options granted prior to August 1,
2000.

Shares Beneficially
Owned

Name and Address of Beneficial Owner(1) Number Percent

ESL Investments, Inc.(2)................................................................................... 45,030,100 13.4%
One Lafayette Place
Greenwich, CT 06830

Subsidiaries of FMR Corp.(3) ........................................................................... 40,995,747 12.2%
82 Devonshire Street
Boston, MA 02109

H. Wayne Huizenga(4) .................................................................................... 32,141,482 9.3%
Mike Jackson(5) ............................................................................................. 306,961 *
Harris W. Hudson(6) ....................................................................................... 20,151,088 6.0%
Robert J. Brown(7) ......................................................................................... 197,455 *
J.P. Bryan(8) .................................................................................................. 130,785 *
Rick L. Burdick(9) .......................................................................................... 188,285 *
Michael G. DeGroote(10) ................................................................................. 19,872,769 5.9%
George D. Johnson, Jr.(11) ............................................................................... 1,140,890 *
John J. Melk(12) ............................................................................................. 1,188,570 *
Irene B. Rosenfeld(13) ..................................................................................... 97,549 *
Michael E. Maroone(14) .................................................................................. 4,427,678 1.3%
Craig T. Monaghan(15) .................................................................................... 96,936 *
Patricia A. McKay(16) ..................................................................................... 198,527 *
All Directors and executive officers as a group(15 persons)(17) ............................. 80,387,402 23.0%

* Less than 1 percent.

(1) Except as otherwise indicated, the mailing address of each person or entity named in the table is AutoNation, Inc.,
AutoNation Tower, 110 S.E. 6th Street, Fort Lauderdale, Florida 33301.
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(2) The aggregate amount of our stock beneficially owned by ESL Investments, Inc. consists of: (a) 28,761,582 shares
owned by ESL Partners, L.P.; (b) 6,557,895 shares owned by ESL Limited; (c) 1,090,182 shares owned by ESL Insti-
tutional Partners, L.P.; and (d) 8,620,441 shares owned by ESL Investors, LLC. This information is based on a Sched-
ule 13G filed by ESL Partners, L.P.

(3) Includes: (a) 38,068,437 shares owned by Fidelity Management & Research Company; (b) 2,418,310 shares owned by
Fidelity Management Trust Company; and (c) 509,000 shares owned by Fidelity International Limited. Fidelity Man-
agement and Research and Fidelity Management Trust are wholly-owned subsidiaries of FMR Corp. This information
is based on a Schedule 13G filed by FMR Corp. FMR Corp. and Fidelity International expressly disclaim that they are
acting as a “group” for purposes of Section 13(d) under the Exchange Act.

(4) The aggregate amount of our stock beneficially owned by Mr. Huizenga consists of: (a) 2,929 shares owned directly;
(b) 24,894,219 shares owned by Huizenga Investments Limited Partnership, a Nevada limited partnership controlled by
Mr. Huizenga; and (c) vested options to purchase 7,244,334 shares.

(5) The aggregate amount of our stock beneficially owned by Mr. Jackson consists of: (a) 30,000 shares owned directly;
and (b) vested options to purchase 276,961 shares.

(6) The aggregate amount of our stock beneficially owned by Mr. Hudson consists of: (a) 18,696,779 shares beneficially
owned by Harris W. Hudson Limited Partnership, a Nevada limited partnership controlled by Mr. Hudson; and (b)
vested options to purchase 1,454,309 shares.

(7) The aggregate amount of our stock beneficially owned by Mr. Brown consists of: (a) 200 shares owned by Mr. Brown
and his wife as joint tenants; and (b) vested options to purchase 197,255 shares.

(8) The aggregate amount of our stock beneficially owned by Mr. Bryan consists of vested options to purchase 130,785
shares.

(9) The aggregate amount of our stock beneficially owned by Mr. Burdick consists of: (a) 57,500 shares owned directly;
and (b) vested options to purchase 130,785 shares.

(10) The aggregate amount of our stock beneficially owned by Mr. DeGroote consists of: (a) 19,631,200 shares owned by
Westbury (Bermuda) Ltd., a Bermuda corporation controlled by Mr. DeGroote; and (b) vested options to purchase
241,569 shares.

(11) The aggregate amount of our stock beneficially owned by Mr. Johnson consists of: (a) 899,321 shares owned by GDJ,
Jr. Investments Limited Partnership, a Nevada limited partnership controlled by him; and (b) vested options to purchase
241,569 shares.

(12) The aggregate amount of our stock beneficially owned by Mr. Melk consists of: (a) 122,001 shares owned directly; (b)
825,000 shares owned by JJM Republic Limited Partnership, of which Mr. Melk is the general partner and his three
adult children are limited partners; and (c) vested options to purchase 241,569 shares.

(13) The aggregate amount of our stock beneficially owned by Ms. Rosenfeld consists of vested options to purchase 97,549
shares.

(14) The aggregate amount of our stock beneficially owned by Mr. Maroone consists of: (a) 3,353,988 shares beneficially
owned by Michael Maroone Family Partnership, a Nevada limited partnership controlled by Mr. Maroone; (b) 1,019
shares held through the AutoNation 401(k) Plan; and (b) vested options to purchase 1,072,671 shares.

(15) The aggregate amount of our stock beneficially owned by Mr. Monaghan consists of options to purchase 96,936 shares
that are scheduled to vest on May 8, 2001.

(16) The aggregate amount of our stock beneficially owned by Ms. McKay consists of: (a) options to purchase 197,689
shares, of which options to purchase 190,767 shares have vested prior to the date hereof and options to purchase 6,924
shares are scheduled to vest on April 26, 2001; and (b) 838 shares held through the AutoNation 401(k) Plan.

(17) The aggregate amount of our stock beneficially owned by all Directors and executive officers as a group includes
options to purchase 11,871,199 shares, of which 11,767,339 have vested prior to the date hereof.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The following is a summary of agreements and transactions among certain related parties and us. It is our
policy that transactions with related parties must be on terms that, on the whole, are no less favorable than terms
that would be available from unrelated parties. Based on our experience, we believe that all of the transactions
described below met that standard at the time the transactions were effected. The amounts disclosed for the
following transactions are estimates based on our records and other information currently available to us.

Mr. Huizenga owns the Miami Dolphins and Pro Player Stadium, a professional sports stadium in South
Florida. In 2000, we paid an aggregate of approximately $330,000 to the Miami Dolphins and Pro Player Stadium
in exchange for certain marketing services for our dealerships and for the use of executive suites and tickets to
events at Pro Player Stadium. We expect to continue to use their marketing services, executive suites and tickets
in 2001.

We lease an executive suite at the National Car Rental Center, a sports arena in Broward County, Florida,
that is owned by Boca Resorts, Inc. Mr. Huizenga is the Chairman of the Board of Boca Resorts and beneficially
owns approximately 18% of Boca Resorts’ outstanding stock. Under the lease agreement, we paid Boca Resorts
approximately $114,000 during 2000, plus incidental costs.

Boca Resorts also owns and operates various resort hotels, including a hotel in Fort Lauderdale, Florida, at
which we have hosted from time to time meetings of our key managers. During 2000, we paid Boca Resorts
approximately $50,000 for the use of conference facilities and lodging accommodations at its hotels in connection
with our management meetings.

During 2000, we engaged the law firm of Akin, Gump, Strauss, Hauer & Feld, L.L.P. for various legal
services. Mr. Burdick is a partner in that law firm. We expect this relationship to continue in 2001.

During 2000, we hired the management consulting, marketing research and public relations firm of B&C
Associates, Inc. for certain management consulting services in exchange for the payment of approximately $140,000.
Mr. Brown is the Chairman, Chief Executive Officer and principal owner of B&C Associates. We expect this
relationship to continue in 2001.

During 2000, we purchased approximately $600,000 of pre-employment drug screening services from Psychemedics
Corporation. Mr. Huizenga owns approximately 11.1% of Psychemedics’ outstanding common stock. We expect
to continue to utilize Psychemedics to perform customary pre-employment drug screenings in 2001.

National Car Rental Company is a party to an agreement with Boca Resorts pursuant to which National has
purchased the naming rights of the National Car Rental Center. Until the tax-free spin-off of ANC Rental Corporation
to our stockholders was completed in June 2000, National was one of our subsidiaries. During the time that we
owned National in 2000, it paid approximately $1.1 million to Boca Resorts for such naming rights. In addition,
National used executive suites at the arena during 2000.

In connection with our spin-off of ANC Rental in June 2000, we entered into a distribution agreement, a
tax sharing agreement and various lease agreements, transitional service agreements, purchase agreements and
other arrangements with ANC Rental. Messrs. Huizenga and Bryan are directors of ANC Rental and several of
our Directors own stock of ANC Rental. At the time of the spin-off, we owned ANC Rental’s corporate headquarters
facilities and, accordingly, we agreed to lease these facilities to ANC Rental following the spin-off for approximately
$1.6 million per year. Toward the end of 2000, we sold ANC Rental’s headquarters facilities, so we are no longer
its landlord. We also agreed to lease certain portions of our computer data center to ANC Rental for approximately
$870,000 per year. In connection with the spin-off, we also agreed to provide guarantees and credit enhancements
for certain ANC Rental indebtedness and other obligations, for which ANC Rental paid us a fee of approximately
$350,000 during 2000. We expect to continue to provide credit support and that ANC Rental will pay us up to
$1.0 million for our credit support during 2001.
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ANC Rental agreed to purchase most of its model year 2000 vehicles, and at least 100,000 model year 2001
vehicles, through certain of our dealerships. During 2000, ANC Rental purchased approximately 245,000 vehicles
through us under these agreements, generating a mark-up fee for us of approximately $1.5 million. Additionally,
ANC Rental provides us certain transitional services, including computer and administrative services, and we
provide ANC Rental similar services. In 2000, ANC Rental paid us approximately $650,000 and we paid ANC
Rental approximately $180,000 for such services. ANC Rental also agreed to buy automotive parts from us following
the spin-off, and paid us approximately $7.5 million for parts purchases made during 2000. ANC Rental also
leases space from certain of our dealerships to operate its local car rental businesses. During 2000, ANC Rental
paid our dealerships an aggregate of approximately $300,000 under such leases.

In March 2000, we purchased a jet from Republic Services, Inc. Messrs. Huizenga and Hudson are Chairman
of the Board and Vice Chairman of the Board and Secretary, respectively, of Republic Services. We paid approximately
$4.7 million for the jet, which we believe approximated its fair market value. In January 2001, we sold the jet
back to Republic Services for approximately the same amount, which was based on its then current net asset
value plus the agreed upon value of certain repairs performed by us immediately prior to the sale.

OTHER MATTERS

We are not aware of any other matters that will be properly brought before the annual meeting. However,
if any additional matters are properly brought before the annual meeting, Messrs. Jackson and Ferrando will vote
as recommended by our Board of Directors or, if no recommendation is given, in accordance with their judgment.
The accompanying form of proxy has been prepared at the direction of our Board of Directors and is being sent
to you at the request of our Board of Directors. Messrs. Jackson and Ferrando were designated to be your proxies
by our Board of Directors.

STOCKHOLDER PROPOSALS

As more specifically provided in our bylaws, no business may be brought before an annual meeting unless
it is specified in the notice of the meeting or is otherwise brought before the meeting by or at the direction of
our Board of Directors or by a stockholder entitled to vote who has delivered proper notice to us not less than
90 days nor more than 120 days prior to the first anniversary of the preceding year’s annual meeting. Accordingly,
any stockholder proposal to be considered at the 2002 Annual Meeting of Stockholders generally must be properly
submitted to us not earlier than January 17, 2002 nor later than February 16, 2002. Detailed information for
submitting stockholder proposals will be provided upon written request to the Secretary of AutoNation, Inc., 110
S.E. 6th Street, Fort Lauderdale, Florida 33301. These requirements are separate from and in addition to the
Securities and Exchange Commission’s requirements that a stockholder must meet in order to have a stockholder
proposal included in our Proxy Statement for the 2002 Annual Meeting of Stockholders.

Stockholders interested in submitting a proposal for inclusion in our proxy materials for the 2002 Annual
Meeting of Stockholders may do so by following the procedures set forth in Rule 14a-8 under the Securities
Exchange Act of 1934, as amended. To be eligible for inclusion in such proxy materials, stockholder proposals
must be received by our Secretary not later than December 10, 2001. No stockholder proposal was received for
inclusion in this Proxy Statement.
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Exhibit A

AutoNation, Inc.
Audit Committee Charter

The Audit Committee is a Committee of the Board of Directors. Its primary function is to assist the Board
in fulfilling its oversight responsibilities by reviewing and influencing the quality of the Company’s financial
reporting and audit processes, system of internal controls, and ethical behavior.

Audit Committee Responsibilities

The Audit Committee is required to:

1. Provide an open avenue of communication between the internal auditors, the outside auditor and the
Board of Directors.

2. Recommend to the Board of Directors the outside auditor to be nominated. The outside auditor is ultimately
accountable to the Board of Directors and the Audit Committee. The Board of Directors and the Audit
Committee have the ultimate authority and responsibility to select, evaluate and, where appropriate,
replace the outside auditor, subject to shareholder ratification.

3. Review with management, the Company’s chief audit executive and the outside auditor the Company’s
significant risks or exposures and assess the steps management has taken to minimize such risks or
exposures.

4. Review, in consultation with both the Company’s chief audit executive and the outside auditor, the audit
scope and plan of the internal and outside audit functions, coordination of effort between the internal
and external audit functions to assure completeness of coverage, reduction of redundant efforts and the
effective use of audit resources.

5. At the completion of the annual financial statement audit, review with management and the outside
auditor:

a. The Company’s annual financial statements and related footnotes, including the quality
and acceptability of financial reporting decisions and judgments;

b. The audit of the annual financial statements and the outside auditors’ report thereon;

c. Any significant changes required in the outside auditors’ audit plan;

d. Any significant difficulties or disputes encountered during the course of the audit; and

e. Any other matters related to the conduct of the audit, which are required to be communicated
to the Audit Committee under generally accepted auditing standards.

6. Ensure that the outside auditor periodically submits to the Audit Committee a formal written statement
delineating all relationships between the outside auditor and the Company. The Audit Committee is
responsible for actively engaging in a dialogue with the outside auditor with respect to any disclosed
relationships or services that may impact the objectivity and independence of the outside auditor. The
Audit Committee is responsible for recommending that the Board of Directors take appropriate action
in response to the outside auditors’ report to satisfy itself of the outside auditors’ independence.
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7. Recommend, based on the review of the audited financial statements and the outside auditors’ independence,
to the Board of Directors that the audited financial statements be included in the company’s Annual
Report on Form 10-K.

8. Annually, prepare a written report as required by Securities and Exchange Commission rules regarding
whether the Audit Committee has:

a. Reviewed and discussed the audited financial statements with management;

b. Discussed with the outside auditors the matters required to be discussed by Statement on
Auditing Standards No. 61; and

c. Received from the outside auditors disclosures regarding the outside auditors’ independence
required by Independence Standards Board Standard No. 1, and discussed with the outside
auditors their independence.

9. Review and concur in the appointment, replacement, reassignment, or dismissal of the Company’s chief
audit executive.

10. Confirm and assure the independence of the Company’s chief audit executive and internal audit function.

11. Review with management and the Company’s chief audit executive:

a. The internal audit department charter, budget and staffing;

b. Any significant findings and recommendations of the internal auditors, together with management’s
responses thereto;

c. Any significant difficulties encountered in the course of internal audits, including any
restrictions on the scope of work or access to required information; and

d. Any significant changes required in the internal auditors’ audit plan.

12. Review with management and the outside auditor all interim financial reports before filing with the
Securities and Exchange Commission or other regulators.

13. Review policies and procedures with respect to executive officers’ expense accounts and perquisites,
including use of corporate assets, and consider the results of any review of these areas by the internal
or outside auditors.

14. Review with management and the Company’s chief audit executive the results of any internal audit of
the Company’s Compliance Program, including the Code of Business Ethics and Conduct.

15. The Audit Committee shall meet, either telephonically or in person, at least four times per year or more
frequently as circumstances require. The Committee may ask members of management or others to
attend the meeting and provide pertinent information, as necessary.

16. The Audit Committee shall have the power to conduct or authorize investigations into any matters within
the Committee’s scope of responsibilities, or as directed by the Board of Directors. The Audit Committee
shall be empowered to retain independent counsel, accountants, or others to assist it in the conduct of
any investigation.

17. Report Audit Committee actions to the Board of Directors with such recommendations as the Committee
may deem appropriate.

18. Review and assess the adequacy of the Audit Committee’s charter annually.
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Audit Committee Membership

19. The Audit Committee shall be comprised of at least three members designated by the Board of Directors.

20. All Audit Committee members must be independent of management and free from any relationship that
in the opinion of the Board of Directors would interfere with the exercise of independent judgment as
an Audit Committee member. The Audit Committee shall be composed of Directors who are not former
members of the Company’s management.

21. As determined by the Board of Directors, each member of the Audit Committee shall be financially
literate and at least one Audit Committee member must have accounting or related financial management
expertise.

22. The Audit Committee shall nominate and appoint its chairperson periodically, as necessary.

23. The duties and responsibilities of a member of the Audit Committee are in addition to those duties set
out for a member of the Board of Directors.
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