Notes to the Financial Statements
for the year ended 31 December 2000

1 Segmental and geographic information

Revenue, operating profit and net operating assets

The principal activity of the Group is the supply of vehicle rental services. The Group is managed throughout Europe as a single business.
Operating profits and net operating assets relate to vehicle rental activities. Revenue and operating profits are derived entirely from
continuing activities.

2000 1999 2000 1999
Revenue by geographic market €000 €000 £2000 £2000
United Kingdom 305,124 228,112 186,636 151,662
France 207,423 182,511 126,875 121,275
Germany 219,411 172,899 134,208 114,488
Italy 163,210 142,550 99,831 94,540
Spain 140,099 125,404 85,695 83,246
Others 187,132 159,716 114,464 105,890
1,222,399 1,011,192 747,709 671,101
2000 1999 2000 1999
2 Operating profit €000 €000 £1000 £000
Operating profit is stated after charging
Depreciation on vehicles — owned 230,500 171,249 141,584 113,722
Depreciation on vehicles — under finance leases 94,414 79,177 57,418 52,579
Depreciation on other tangible fixed assets 12,030 9,437 7,393 6,267
Amortisation of goodwill 4,108 3,017 2,511 2,001
Hire of plant and machinery 11,085 16,969 6,741 11,324
Other operating lease rentals 36,157 31,367 21,989 21,279
Auditors’ remuneration (for audit services) 1,015 916 621 610
Introduction of the euro 804 908 489 605

During the year the Group incurred €1,542,000 (£944,000) (1999: €1,111,000 (£740,000)) for non-audit services payable to its auditors in the
United Kingdom. The audit fee in respect of the Company was €197,000 (£121,000) (1999: €267,000 (£178,000)).

2000 1999 2000 1999
3 Exceptional items €000 €000 £1000 £1000
Administrative expenses 33,000 - 20,000 -
Share of start-up costs from joint venture 3,330 - 2,016 -

36,330 - 22,016 -

Exceptional administrative expenses relate primarily to provisions for potentially irrecoverable debts held by 3 Arrows Limited, a UK subsidiary
of the Company, together with related costs. A provision has been made following two legal rulings during the year which affected the credit
hire industry. In May 2000, the House of Lords ruling in Dimond v Lovell confirmed the validity of claims for replacement cars by non-fault
accident victims, but indicated that some elements of previous claims were not allowable, thus reducing the amounts recoverable by the credit
hire industry. In December 2000, the Court of Appeal ruled in Ketley v Gilbert that certain contracts used by 3 Arrows between June 1998, prior
to acquisition, and June 1999 were not exempt from the Consumer Credit Act and as a result claims under these contracts are not recoverable
in full.

The share of joint venture start-up costs relates to the Group’s investment in yourautochoice.com Limited. The Group subscribed for its 65%
interest in March 2000, since which time the company has been in a start-up phase and, as a consequence, the results for the period are
deemed to have been exceptional by incidence in accordance with FRS 3. In the year to 31 December 2000, the company had a turnover of
€861,000 (£526,000).
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2000 1999 2000 1999
4 Directors and employees €000 €000 £000 £2000
Staff costs
Wages and salaries 188,697 168,376 116,092 112,070
Social security costs 35,728 34,196 21,956 22,798
Other pension costs 10,872 8,095 6,678 5,388
235,297 210,667 144,726 140,256
Year ended Year ended
31 December 31 December
2000 1999
Number Number
Staff numbers
Vehicle rental 5,830 5,460
2000 1999 2000 1999
5 Directors’ remuneration, interests and transactions €000 €000 £000 £2000
Aggregate emoluments
Remuneration for management services
Salaries 1,450 1,476 892 983
Incentive bonuses - 768 - 511
Directors’ fees 642 574 395 382
2,092 2,818 1,287 1,876
Compensation for loss of office - 312 - 208
2,092 3,130 1,287 2,084
Highest paid Director’s emoluments
Remuneration for management services
Salary 569 482 350 321
Incentive bonus - 249 - 166
569 731 350 487

Further details of Directors’ remuneration, interests and transactions are set out in the Remuneration Report on pages 18 to 23.

2000 1999 2000 1999

6 Interest payable (net) €000 €000 £000 £2000

Interest payable

On finance charges payable under finance leases

and hire purchase contracts 17,709 14,256 10,752 9,478

On bank loans and overdrafts 50,053 33,152 30,640 22,040

On deferred consideration 5,034 5,150 3,075 3,424

By joint ventures 10 - 6 -
72,806 52,558 44,473 34,942

Interest receivable

By consolidated companies (5,532) (2,814) (3,375) (1,871)
67,274 49,744 41,098 33,071
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. 2000 1999 2000 1999
7 Taxation €000 €000 £000 £2000

The taxation charge comprises:

United Kingdom

Corporation tax at 30% (1999: 30.25%) 19,421 6,655 11,840 4,376

Tax on exceptional administrative expenses (8,260) - (5,000) -

Share of joint venture’s tax (822) - (504) -

Overseas

Corporation taxes 24,339 35,251 14,917 23,180

Share of associated undertaking’s tax 3 275 2 181
34,681 42,181 21,255 27,737

Comprising:

Current 23,073 26,721 14141 17,571

Deferred 11,608 15,460 7,114 10,166
34,681 42,181 21,255 27,737

The United Kingdom taxation charge has benefited from tax losses carried forward from earlier years.

2000 1999 2000 1999

8 Dividends €000 €000 £000 £2000
Dividend per ordinary share

Interim dividend of €0.032 (2.0p) (1999: €0.027 (1.8p)) 18,586 15,920 11,689 10,493

Proposed final dividend of €0.063 (3.8p) (1999: €0.056 (3.6p)) 37,062 32,938 22,221 20,994

55,648 48,858 33,910 31,487

9 Earnings per share

The calculation of basic earnings per share is based on the profit for the year and on the weighted average number of shares in issue during
the year.

2000 1999
Profit  Weighted average Earnings Profit  Weighted average Earnings
€000 number per share €°000 number per share
Profit, number of shares and basic
earnings per share 103,803 583,418,950 0.178 126,630 582,914,958 0.217
Adjustment re possible issue of shares
under option - 3,298,984 (0.001) - 2,693,761 (0.001)
Adjusted profit, number of shares
and diluted earnings per share 103,803 586,717,934 0.177 126,630 585,608,719 0.216
Profit, number of shares and basic
earnings per share 103,803 583,418,950 0.178 126,630 582,914,958 0.217
3 Arrows Limited bad debt provision and costs 33,000 - 0.057 - - -
Share of start-up costs from yourautochoice.com 3,330 - 0.006 - - -
Taxation on adjusting items (9,082) - (0.016) - - -
Adjusted profit pre exceptional items, number
of shares and adjusted earnings per share 131,051 583,418,950 0.225 126,630 582,914,958 0.217
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9 Earnings per share continued

2000 1999
Profit Weighted average Earnings Profit Weighted average Earnings
£'000 number per share £'000 number per share
Profit, number of shares and basic
earnings per share 63,645 583,418,950 10.91 83,263 582,914,958 14.28
Adjustment re possible issue of shares
under option - 3,298,984 (0.06) - 2,693,761 (0.06)
Adjusted profit, number of shares
and diluted earnings per share 63,645 586,717,934 10.85 83,263 585,608,719 14.22
Profit, number of shares and basic
earnings per share 63,645 583,418,950 10.91 83,263 582,914,958 14.28
3 Arrows Limited bad debt provision and costs 20,000 - 3.43 - - -
Share of start-up costs from yourautochoice.com 2,016 - 0.35 - - -
Taxation on adjusting items (5,504) - (0.95) - - -
Adjusted profit pre exceptional items, number
of shares and adjusted earnings per share 80,157 583,418,950 13.74 83,263 582,914,958 14.28

The Group has granted options to Directors and employees over ordinary shares of Avis Europe plc and such shares constitute the only
category of dilutive potential ordinary shares of Avis Europe plc.

10 Goodwill €000 £000
Cost

At 1 January 2000 69,404 43,308
Additions (see note 12) 10,612 6,618
Exchange adjustments 1,591 (44)
At 31 December 2000 81,607 49,882

Accumulated amortisation

At 1 January 2000 3,630 2,262
Charge for the year 4,108 2,511
Exchange adjustments n -
At 31 December 2000 7,809 4,773

Net book amount
At 31 December 2000 73,798 45,109

At 31 December 1999 65,774 41,046

Included within additions is an amount of €281,000 (£166,000) in relation to the increase in the value of the goodwill in Autohof
Bismark GmbH and Avifon S.A. subsidiaries acquired in 1999.
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Freehold Short

land & leasehold Plant &

buildings property equipment Vehicles Total
11 Tangible assets €000 €000 €000 €000 €000
Cost
At 1 January 2000 14,052 29,437 33,398 1,191,202 1,268,089
Additions 1,800 3,077 15,886 2,659,893 2,680,656
Disposals (1) (65) (1,603) (2,497,371) (2,499,040)
Acquisition of subsidiary undertakings - - 535 36,368 36,903
Exchange adjustments (65) 203 14 10,452 10,604
At 31 December 2000 15,786 32,652 48,230 1,400,544 1,497,212
Accumulated depreciation
At 1 January 2000 1,609 6,014 16,580 90,880 115,083
Charge for the year 718 2,475 8,837 324,914 336,944
Disposals - (21) (1,301) (280,100) (281,422)
Exchange adjustments (1) 61 235 661 956
At 31 December 2000 2,326 8,529 24,351 136,355 171,561
Net book amount
At 31 December 2000 13,460 24,123 23,879 1,264,189 1,325,651
At 31 December 1999 12,443 23,423 16,818 1,100,322 1,153,006

Freehold Short

land & leasehold Plant &
buildings property equipment Vehicles Total
£1000 £000 £000 £1000 £000

Cost
At 1 January 2000 8,769 18,370 20,842 743,363 791,344
Additions 1,102 1,883 9,540 1,627,872 1,640,397
Disposals - (40) (974) (1,518,620) (1,519,634)
Acquisition of subsidiary undertakings - - 334 22,695 23,029
Exchange adjustments (222) (255) (262) (19,237) (19,976)
At 31 December 2000 9,649 19,958 29,480 856,073 915,160
Accumulated depreciation
At 1 January 2000 1,004 3,753 10,347 56,713 71,817
Charge for the year 437 1,505 5,451 199,002 206,395
Disposals - (13) (791) (170,326) (171,130)
Exchange adjustments (19) (32) (122) (2,044) (2,217)
At 31 December 2000 1,422 5,213 14,885 83,345 104,865
Net book amount
At 31 December 2000 8,227 14,745 14,595 772,728 810,295
At 31 December 1999 7,765 14,617 10,495 686,650 719,527

Vehicles held under finance leases are included in tangible assets at the following amounts:

2000 1999 2000 1999

€°000 €°000 £'000 £'000

Cost 415,023 359,845 253,680 224,559
Accumulated depreciation (25,696) (19,372) (15,706) (12,089)
Net book amount 389,327 340,473 237,974 212,470
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12 Fixed asset investments

Shares in
joint ventures

Shares in associated

Total other

GmuP: (see note 15) undertakings Other investments Own shares investments
Cost €000 €000 €000 €000 €°000
At 1 January 2000 - 1,139 44 - 1,183
Additions 1,063 500 156 2,491 3,147
Share of losses (3,370) - - - -
Transfer to subsidiary undertakings - (1,139) - - (1,139)
Exchange adjustments 32 10 6 74 90
At 31 December 2000 (2,275) 510 206 2,565 3,281
Shares in
G : joint ventures Shares in associated Total other
roup: (see note 15) undertakings Other investments Own shares investments
Cost £000 £000 £000 £000 £000
At 1 January 2000 - 709 29 - 738
Additions 650 312 97 1,566 1,975
Share of losses (2,040) - - - -
Transfer to subsidiary undertakings - (709) - - (709)
At 31 December 2000 (1,390) 312 126 1,566 2,004
Shares in
. subsidiary Total other
COmpany. undertakings Own shares investments
Cost £000 £000 £000
At 1 January 2000 758,778 - 758,778
Additions - 1,566 1,566
Adjustment (8,000) - (8,000)
At 31 December 2000 750,778 1,566 752,344

A statement of the investments held by the parent company and the Group in subsidiary undertakings which principally affected the profits or
the net assets of the Group is set out on page 52.

Group acquisitions and investments

Acquisition of subsidiary undertakings

On 1 January 2000 the Group acquired the remaining 66.7% of the issued share capital of International Car Rental BV (“ICR BV”), the principal
associated undertaking of the Group, and the Company became a wholly owned subsidiary undertaking of the Group. The principal activity of
ICR BV is provision of vehicle rental services and its place of business is the Netherlands. Cash consideration was €45,602,000 (£28,460,000).
The acquisition has been accounted for by using the acquisition method of accounting.

The amount of goodwill arising as a result of the acquisition is €8,980,000 (£5,614,000). The goodwill is being amortised over 20 years on a
straight line basis, in line with the Directors’ estimate of its useful life.

The results and cash flows arising subsequent to the acquisition of ICR BV are not considered material to the Group and accordingly are not
disclosed separately.

The Group also acquired Bricon S.A., SAS Mayloc and Auto-Hall S.A. None of these acquisitions were material to the Group.

The details of the net assets acquired, goodwill and consideration of the Group’s acquisitions in subsidiary undertakings are set out opposite.
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Fair value Fair value
) i . Book value adjustments to the Group
12 Fixed asset investments continued €000 €000 €000

Tangible fixed assets

Motor vehicles 36,368 - 36,368
Other 535 - 535
Investments 35 - 35
Debtors 5,985 (245) 5,740
Cash 3,594 - 3,594
Bank loans (1,709) - (1,709)
Other creditors (5,988) (274) (6,262)
Provisions (24) - (24)
Net assets 38,796 (519) 38,277
Less original costs of existing shareholding
in associate (1,139) - (1,139)
37,657 (519) 37,138
Goodwill 9,812 519 10,331
47,469 - 47,469

Consideration

Cash for acquisition of shares 11,392 - 11,392
Cash for settlement of intercompany lease obligations 35,757 - 35,757
Associated costs arising on acquisition 320 - 320
Cash consideration and related costs 47,469 - 47,469
Fair value Fair value

Book value adjustments to the Group

£000 £000 £1000

Tangible fixed assets

Motor vehicles 22,695 - 22,695
Other 334 - 334
Investments 22 - 22
Debtors 3,735 (153) 3,582
Cash 2,243 - 2,243
Bank loans (1,066) - (1,066)
Other creditors (3,737) (181) (3,918)
Provisions (15) - (15)
Net assets 24,211 (334) 23,877
Less original costs of existing shareholding
in associate (709) - (709)
23,502 (334) 23,168
Goodwill 6,118 334 6,452
29,620 - 29,620

Consideration

Cash 7,106 - 7,106
Cash for settlement of intercompany lease obligations 22,314 - 22,314
Associated costs arising on acquisition 200 - 200
Cash consideration and related costs 29,620 - 29,620

The only fair value adjustments made are in connection with the acquisition of ICR BV and relate to the need to record liabilities for withholding
taxation and site clean-up costs, that were not previously reflected in the accounts of the company and a requirement to adjust the accounting
policies of the company for accrued revenue and vacation pay, in order to bring them into line with the rest of the Group.
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12 Fixed asset investments continued

Investment in joint venture undertaking

On 17 March 2000 the Group subscribed for 65% of the issued share capital of yourautochoice.com Limited. The consideration comprised

€1,063,000 (£650,000) of cash. The shareholders’ agreement provides for joint decision making on key matters and proportional
representation on the yourautochoice.com Limited board and accordingly the acquisition has been accounted for as a joint venture.

yourautochoice.com Limited is a company incorporated in the United Kingdom and its principal activity is the on-line sale of nearly-new cars.

yourautochoice.com Limited operate a share option scheme of their own. As at 31 December 2000, options over 67,915 ordinary shares in the

company were outstanding. Were these to be exercised, this would dilute the Group’s holding in yourautochoice.com Limited by 1.7%.

Acquisition of associate undertaking

The Group has acquired 33% of Mercury Car Rentals Limited. The consideration comprised €500,000 (£312,000) of cash. The Group considers
that it has significant influence in the running of the company and accordingly the investment has been treated as an associated undertaking.

Mercury Car Rentals Limited is a company incorporated in India and its principal activity is the supply of chauffeur-driven cars.

Acquisition of own shares

During the year, the Company made an interest-free loan to the trustees of the Avis Europe Employee Share Trust, a discretionary trust

established in Jersey, to facilitate the acquisition by it of ordinary shares in the Company. The shares are held to partially satisfy options and
awards granted under a number of the Company’s share schemes. Further details in relation to these share schemes are provided in the
Remuneration Report set out on page 18. At 31 December 2000, the Trust held 999,518 shares, with a market value of 210.0 pence per share,
which have been recognised as an investment in own shares. None of the shares held at the year end are under option to employees nor have

they been conditionally gifted to them. The Avis Europe Employee Share Trust has not waived its right to dividends on these shares.

13 Debtors falling due within one year

2000 1999 2000 1999
Group: €000 €000 £'000 £'000
Trade debtors 409,483 310,063 250,294 193,493
Other debtors 122,620 108,672 74,951 67,816
Prepayments 52,921 44,715 32,347 27,904
585,024 463,450 357,592 289,213

2000 1999

Company: £000 £2000
Amounts owed by Group undertakings 80,123 18,525
Other debtors 8,000 -
Prepayments 15 8
88,138 18,533

Included within “Other debtors” is an amount of €44,200,000 (£27,000,000) (1999: €49,000,000 (£30,600,000)), which represents amounts

recoverable, net of bad debt provisions, arising from the 3 Arrows credit hire business.

Included within “Prepayments” is an amount of €2,550,000 (£1,558,000) (1999: €3,154,000 (£1,968,000)), which represents a pension
prepayment. This is being amortised over the average remaining service life of the employees.

Included within “Amounts owed by Group undertakings” is €2,565,000 (£1,566,000) (1999: £nil) which represents an amount receivable from

the Avis Europe Employee Share Trust.

14 Bank and other loans

2000 1999 2000 1999

Group: €°000 €000 £'000 £'000

Creditors falling due within one year

Bank loans, overdrafts and other loans 405,422 282,858 247,811 176,516

Loan notes 52,051 55,756 31,816 34,794
457,473 338,614 279,627 211,310

Creditors falling due after more than one year

Bank loans and overdrafts 160,900 201,248 98,349 125,588

Senior unsecured loan notes 295,746 135,747 180,773 84,712
456,646 336,995 279,122 210,300
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14 Bank and other loans continued

2000 1999
Company: £7000 £2000
Creditors falling due within one year
Loan notes 31,816 34,794
Bank loans and overdrafts 13 -
31,829 34,794
15 Other creditors 2000 1999 2000 1999
Group: €000 €000 £'000 £'000
Falling due within one year
Trade creditors 272,377 303,163 166,489 189,187
Corporation taxes 19,047 29,649 11,642 18,502
Other taxes and social security 7,655 9,770 4,679 6,097
Other creditors 75,802 69,109 46,333 43,127
Obligations under finance leases and hire purchase contracts 354,607 320,109 216,751 199,762
Accruals and deferred income 177,232 176,173 108,320 109,940
Proposed dividend 36,335 33,642 22,221 20,994
943,055 941,615 576,435 587,609
Falling due after more than one year
Interest in net liabilities of joint venture (see note 12)
Share of gross assets (5,414) - (3,309) -
Share of gross liabilities 7,689 - 4,699 -
2,275 - 1,390 -
Other creditors falling due between one and two years 13,754 10,846 8,407 6,768
Other creditors falling due between two and five years 975 14,159 596 8,836
Other creditors falling due after more than five years 36,117 35,643 22,076 22,243
53,121 60,648 32,469 37,847
2000 1999
Company: £000 £2000
Falling due within one year
Amounts due to Group undertakings 96,957 66,348
Other creditors 5,204 4,060
Proposed dividend 22,221 20,994
124,382 91,402
Falling due after more than one year
Other creditors falling due between one and two years 5,120 4,670
Other creditors falling due between two and five years - 5,120
5,120 9,790

Other creditors falling due after more than one year represent deferred consideration arising on the acquisition of shares held by Avis, Inc. in

Avis Europe Investment Holdings Limited.

Amounts falling due after more than five years are payable in annual instalments of £1,940,000 at an interest rate of 8%.
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16 Financial instruments

The Group’s objectives and policies on the use of financial instruments, including derivatives, can be found in the Operating and Financial
Review on page 11. Amounts dealt with in this note exclude short-term assets and liabilities except for cash, overdrafts, loan notes, commercial

paper, deferred consideration and finance leases.

The tables within this note take account of interest rate swaps and currency swaps used to manage the interest rate and currency profile of the

financial liabilities of the Group.

(i) Maturity of financial liabilities
Borrowings may be analysed by repayment dates as follows:

2000

1999

2000

1999

€000 €000 £000 £000
Falling due within one year
Obligations under finance leases and hire purchase contracts 354,607 320,109 216,751 199,762
Commercial paper 87,143 53,878 53,265 33,622
Bank loans and overdrafts 318,279 228,980 194,546 142,894
Loan notes 52,051 55,756 31,816 34,794
Deferred consideration 11,073 7,031 6,768 4,388
823,153 665,754 503,146 415,460
Falling due within one to two years
Deferred consideration 13,754 10,846 8,407 6,768
Bank loans 160,900 201,248 98,349 125,588
174,654 212,094 106,756 132,356
Falling due within two to five years
Senior unsecured loan notes 135,746 83,711 82,974 52,239
Deferred consideration 975 14,159 596 8,836
136,721 97,870 83,570 61,075
Falling due after five years
Senior unsecured loan notes 160,000 52,036 97,799 32,473
Deferred consideration 36,117 35,643 22,076 22,243
196,117 87,679 119,875 54,716
Total
Commercial paper 87,143 53,878 53,265 33,622
Bank loans and overdrafts 479,179 430,228 292,895 268,482
Loan notes 52,051 55,756 31,816 34,794
Senior unsecured loan notes 295,746 135,747 180,773 84,712
Sub total — bank and other loans 914,119 675,609 558,749 421,610
Obligations under finance leases and hire purchase contracts 354,607 320,109 216,751 199,762
Deferred consideration 61,919 67,679 37,847 42,235
1,330,645 1,063,397 813,347 663,607

The commercial paper, issued by Avis Finance Company Limited, is guaranteed by the Company.

The senior unsecured loan notes represent US$300,000,000 (1999: US$150,000,000) of loan notes outstanding maturing between 2003 and
2010. The senior unsecured loan notes, issued by Avis Finance Company Limited, are guaranteed by the Company and Avis Europe Holdings

Limited.

Deferred consideration is included in other creditors (see note 15).
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16 Financial instruments continued

(i) Analysis of interest rate exposure and currency of financial liabilities
The interest rate and currency profile of the financial liabilities of the Group are as follows:

2000 1999
Fixed Floating Fixed Floating
rate rate Total rate rate Total
€000 €000 €000 €000 €000 €000
Currency
Euro 558,241 503,256 1,061,497 391,446 432,553 823,999
Sterling 40,900 154,498 195,398 8,012 124,395 132,407
Other - 11,831 11,831 29,413 9,899 39,312
599,141 669,585 1,268,726 428,871 566,847 995,718
2000 1999
Fixed Floating Fixed Floating
rate rate Total rate rate Total
£'000 £'000 £'000 £'000 £'000 £'000
Currency
Euro 341,221 307,612 648,833 244,280 269,932 514,212
Sterling 25,000 94,436 119,436 5,000 77,628 82,628
Other - 7,231 7,231 18,355 6,177 24,532
366,221 409,279 775,500 267,635 353,737 621,372

US$150,000,000 of the proceeds from the issues of senior unsecured loan notes were swapped so as to generate a fixed rate deutschmark
liability and US$150,000,000 were swapped to generate a euro liability, fixed from 28 February 2001.

Included in the floating rate column of the above analyses are borrowings subject to interest rate caps with an aggregate notional principal of
€nil (£nil) (1999: €30,937,000 (£19,300,000)).

Excluded from the above table are forward start interest rate swaps with a notional principal of £30,000,000 which commence in 2003 and will
run for five years. These swaps will convert the prevailing floating interest rate to a fixed rate of 6.3%.

The floating exchange rate financial liabilities principally comprise bank loans bearing interest at various rates set with reference to the
prevailing EURIBOR or equivalent.

The weighted average interest rate of the fixed rate liabilities and the weighted average maturity period of the fixed rate liabilities are as
follows:

2000 1999

Weighted Weighted Weighted Weighted
average average period average average period
fixed interest for which fixed interest for which
rate rate is fixed rate rate is fixed
% Years % Years

Currency
Euro 5.0 22 5.9 29
Sterling 6.6 2.2 74 1.8
Other - - 6.2 2.0
5.1 22 5.9 2.8

The above analysis excludes the deferred consideration of €61,919,000 (£37,847,000) (1999: €67,679,000 (£42,235,000)). This bears an
interest rate of 8.0% (1999: 8.0%) and the weighted average period for which the rate is fixed is 37 years (1999: 38 years).

(iii) Investment in financial assets

The Group’s financial assets are fixed asset investments, cash and current asset investments. Fixed asset investments include equity minority
interests in French companies of €159,000 (£97,000) (1999: nil) and UK fixed rate gilts of €47,000 (£29,000) (1999: €44,000 (£29,000)).
Cash balances are floating rate assets which earn interest at various rates set with reference to the prevailing EURIBOR or equivalent. The
current asset investments are amounts held, in an independently managed fund, by Aegis Motor Insurance Limited (see note 24(iii)). The
investments consist of €3,331,000 (£2,036,000 (1999: €3,280,000 (£2,047,000)) of Eurobonds which earn fixed rates between 6.25% and
6.5% and €497,000 (£304,000) (1999: €2,213,000 (£1,381,000)) of floating rate notes which attract interest with reference to LIBOR.
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16 Financial instruments continued

The currency profile of the financial assets of the Group are as follows:

2000

1999

2000

1999

€000 €000 £000 £2000
Currency
Euro 8,542 25,965 5,221 16,203
Sterling 29,078 22,377 17,774 13,966
Other 769 1,141 470 712
38,389 49,483 23,465 30,881
(iv) Currency exposures
Monetary assets and liabilities, including short-term financial assets and liabilities, denominated in currencies other than the functional
currency of the entity owning them, excluding currency funding for overseas net investment (which is dealt with in the statement of total
recognised gains and losses), are not material.
(v) Committed borrowing facilities
The committed borrowing facilities, drawn and undrawn, of the Group are as follows:
2000 1999
Drawn Undrawn Total Drawn Undrawn Total
€°000 €’000 €’000 €°000 €’000 €’000
Revolving credit facility 214,242 325,641 539,883 263,608 265,201 528,809
Bilateral facilities and
finance leases 401,564 366,572 768,136 341,012 306,188 647,200
615,806 692,213 1,308,019 604,620 571,389 1,176,009
2000 1999
Drawn Undrawn Total Drawn Undrawn Total
£'000 £'000 £'000 £'000 £'000 £'000
Revolving credit facility 130,954 199,046 330,000 164,503 165,497 330,000
Bilateral facilities and
finance leases 245,453 224,064 469,517 212,807 191,075 403,882
376,407 423,110 799,517 377,310 356,572 733,882

The amount of the revolving credit facility includes a €53,340,000 (£32,604,000) (1999: €57,209,000 (£35,701,000)) guarantee in support of

the loan notes issued in respect of the acquisition of 3 Arrows.

The maturity profile of the Group’s undrawn committed facilities is as follows:

2000 1999 2000 1999

€000 €000 £000 £000

Expiring within one year 579,253 514,507 354,064 321,075
Expiring within one and two years 112,960 56,882 69,046 35,497
692,213 571,389 423,110 356,572

The facilities expire at various intervals between 2001 and 2002.
There are, in addition, uncommitted bank facilities available to the Group of €900,358,000 (£550,338,000).
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16 Financial instruments continued

(vi) Fair value of financial assets and liabilities
The fair value of the financial assets are not considered to be materially different from their book amounts. Accordingly, no further analysis is
given with regard to financial assets.

2000 1999
Book amount Fair value Book amount Fair value
Financial liabilities €000 €000 €000 €000
Primary financial instruments held or issued to
finance the Group’s operations:
Short-term borrowings and current portion of long-term debt 822,106 822,106 668,880 668,880
Long-term borrowings 535,545 546,072 411,052 404,737
Derivative financial instruments held to manage the
interest rate and currency profile:
Interest rate swaps 251 3,410 617 3,569
Currency swaps (28,850) (32,008) (13,409) (7,746)
Forward foreign currency contracts 1,593 5,847 (3,743) (3,359)
1,330,645 1,345,427 1,063,397 1,066,081
2000 1999
Book amount Fair value Book amount Fair value
Financial liabilities £000 £000 £000 £2000
Primary financial instruments held or issued to
finance the Group’s operations:
Short-term borrowings and current portion of long-term debt 502,506 502,506 417,411 417,411
Long-term borrowings 327,348 333,783 256,515 252,574
Derivative financial instruments held to manage the
interest rate and currency profile:
Interest rate swaps 153 2,144 385 2,227
Currency swaps (17,634) (20,117) (8,368) (4,834)
Forward foreign currency contracts 974 3,678 (2,336) (2,096)
813,347 821,994 663,607 665,282

For the purposes of the above table, the book amount of the relevant asset or liability is shown gross of the effect of the hedging instrument.

The fair value of borrowings and derivative instruments is calculated by discounting all future cash flows by the market yield curve at the
balance sheet date. Currency derivatives are translated at the rates of exchange quoted at the balance sheet date.

Gains and losses on hedges
Gains and losses on financial instruments used for hedging are not recognised until the exposure that is being hedged is itself recognised.
Unrecognised gains and losses on financial instruments used for hedging, and the movements therein, are as follows:

2000 1999 2000 1999

Net Net Net Net

gains/(losses) gains/(losses) gains/(losses) gains/(losses)

€000 €000 £000 £1000

Gains and losses on hedges at 1 January (8,999) (29,650) (5,616) (20,835)

Arising in previous years included in current year income 2,318 5,869 1,447 4,123
Gains and losses not included in income

Arising in previous year (6,681) (23,781) (4,169) (16,712)

Arising in current year 10,936 14,782 6,381 11,096

Gains and losses on hedges at 31 December 4,255 (8,999) 2,212 (5,616)

Of which:
Gains and losses expected to be included within one year 2,473 (2,318) 1,092 (1,447)
Gains and losses expected to be included after more than one year 1,782 (6,681) 1,120 (4,169)
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17 Provisions for liabilities and charges

Deferred

Deferred

Pensions taxation Total Pensions taxation Total
Group: €000 €000 €000 £:000 £000 £000
At 1 January 2000 18,255 49,419 67,674 11,392 30,840 42,232
Acquisitions - 24 24 - 15 15
Profit and loss charge 1,959 11,608 13,567 1,192 7,114 8,306
Utilisation (412) - (412) (250) - (250)
Exchange adjustment 6 (795) (789) (227) (1,137) (1,364)
At 31 December 2000 19,808 60,256 80,064 12,107 36,832 48,939

The pension provision arises from the difference between contributions paid to pension and other post retirement benefit schemes, and the
amount charged to the profit and loss account. Further details of pensions are set out in note 23.

Deferred taxation provided and deferred taxation not recognised are as follows:

Provided Not recognised
2000 1999 2000 1999
€000 €000 €000 €000
Accelerated capital allowances 20,991 29,911 (9,435) (12,111)
Other timing differences 39,265 19,508 (2,642) (11,389)
Losses available for offset - - (38,172) (45,423)
60,256 49,419 (50,249) (68,923)
Provided Not recognised
2000 1999 2000 1999
£000 £000 £000 £000
Accelerated capital allowances 12,831 18,666 (5,767) (7,550)
Other timing differences 24,001 12,174 (1,615) (7,099)
Losses available for offset - - (23,333) (28,314)
36,832 30,840 (30,715) (42,963)
2000 1999
18 Share capital Number €000 £2000 Number €000 £2000
Authorised share capital
Ordinary shares of 1p each 800,000,000 8,000 800,000,000 8,000
Issued and fully paid share capital
Ordinary shares of 1p each 584,752,764 8,067 5,848 583,159,408 8,040 5,832
At 31 December 2000, options granted under the Company’s share option schemes were outstanding as follows:
Number Number
of ordinary of ordinary Exercise
shares shares price Exercisable
2000 1999 range years
Date of grant
2000 1,404,000 - 198.7p —199.0p 2003 - 2010
1999 1,449,500 1,628,500  253.3p—279.8p 2002 - 2009
1998 2,890,750 3,217,750  248.2p — 268.0p 2001 — 2008
1997 3,535,853 5,189,209  124.0p —127.8p 2000 — 2007
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19 Reserves are rofit an

Share

Profit and

premium loss Total premium loss Total
Group: €000 €000 €000 £000 £000 £000
At 1 January 2000 869,149 (890,259) (21,110) 630,477 (644,466) (13,989)
Premium arising on issue of ordinary shares 4,233 (1,101) 3,132 2,668 (694) 1,974
Retained profit for the year - 48,155 48,155 - 29,735 29,735
Exchange adjustments - (3,240) (3,240) - (2,172) (2,172)
At 31 December 2000 873,382 (846,445) 26,937 633,145 (617,597) 15,548

Goodwill, of €1,080,421,000 (£783,462,000), arising before 28 February 1998 has been written off against the profit and loss account.

For further information see the Statement of Accounting Policies on page 31.
Share

Profit and

premium loss Total
Company: £000 £000 £000
At 1 January 2000 630,477 5,016 635,493
Premium arising on issue of ordinary shares 2,668 - 2,668
Retained profit for the year - 35,142 35,142
At 31 December 2000 633,145 40,158 673,303

No profit and loss account is presented for the Company, as permitted by Section 230 of the Companies Act 1985. The amount of profit dealt
with in the accounts of the Company for the year to 31 December 2000, before dividends paid and payable, is £69,052,000 (1999: £34,139,000).

20 Reconciliation of movements in shareholders’ funds

2000 1999 2000 1999
Group: €000 €000 £'000 £'000
Profit for the year 103,303 126,630 63,645 83,263
Dividends (55,648) (48,858) (33,910 (31,487)
Exchange adjustments (3,240) 4,961 (2,172) 7,442
Nominal value and share premium on issue of shares

(see notes 18 and 19) 3,159 1,268 1,990 842
Net addition to shareholders’ funds 48,074 84,001 29,553 60,060
Opening shareholders’ funds (13,070) (97,071) (8,157) (68,217)
Closing shareholders’ funds 35,004 (13,070) 21,396 (8,157)

21 Capital commitments

At 31 December 2000, the Group had capital commitments contracted for, but not provided for, amounting to €304,787,000 (£186,299,000)

(1999: €260,333,000 (£162,459,000)).
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22 Financial commitments

At 31 December 2000, the Group had the following annual commitments under operating leases in the year ending 31 December 2001,
analysed by the date of termination of the leases:

Land and Motor

buildings vehicles Others Total
€000 €000 €000 €°000
Expiring:
Within one year 10,077 6,426 126 16,629
Between one and two years 3,588 - 180 3,768
Between two and five years 3,627 - 187 3,814
After more than five years 6,731 - - 6,731
24,023 6,426 493 30,942
Land and Motor
buildings vehicles Others Total
£000 £000 £000 £000
Expiring:
Within one year 6,160 3,928 77 10,165
Between one and two years 2,193 - 110 2,303
Between two and five years 2,217 - 114 2,331
After more than five years 4,114 - - 4,114
14,684 3,928 301 18,913

At 31 December 1999, the Group had the following annual commitments under operating leases in the year ending 31 December 2000,
analysed by the date of termination of the leases:

Land and Motor
buildings vehicles Others Total
€000 €000 €000 €000
Expiring:
Within one year 8,144 6,378 138 14,660
Between one and two years 5,320 - 152 5,472
Between two and five years 2,574 - 104 2,678
After more than five years 5,679 - - 5,679
21,7117 6,378 394 28,489
Land and Motor
buildings vehicles Others Total
£'000 £'000 £'000 £'000
Expiring:
Within one year 5,082 3,980 86 9,148
Between one and two years 3,320 - 95 3,415
Between two and five years 1,606 - 65 1,671
After more than five years 3,544 - - 3,544
13,552 3,980 246 17,778

48 | www.avis-europe.com/ar2000/index.htm



23 Pension costs

All operating subsidiary undertakings within the Group contribute to their local state pension scheme. Certain countries also have a company
scheme which provides additional retirement benefits. The majority of these schemes are of the “defined benefit” type based on employees’
salaries and length of service and are funded by investments held outside the Group.

All schemes are funded in accordance with generally accepted local actuarial practice and principles (the scheme in Germany is an unfunded
scheme in line with local practice). In schemes where funding is non-insured, independent valuations are performed by independent qualified
actuaries on a regular basis, generally every three years. In accordance with their recommendations contributions are paid to the schemes so
as to provide the required benefits. The Group charges these contributions to the profit and loss account over the period benefiting from the
employees’ services.

In the year ended 31 December 2000 the Group’s profit and loss account charge was €10,872,000 (£6,678,000) (1999: €8,095,000
(£5,388,000)) of which €7,453,000 (£4,579,000) (1999: €5,501,000 (£3,661,000)) related to the United Kingdom and Germany combined.

The main actuarial assumptions and results of the principal schemes’ valuations are as follows:

UK Germany
Main assumptions:
Rate of return on investments 7.0% 6.5%
Rate of salary increase 4.5% 3.5%
Rate of state pension increase 3.0% 3.5%
Value of schemes’ assets £35,394
Value of balance sheet provision ('000) DM 32,186
Value of past service liabilities ('000) £41,109 DM 31,460
Past service (deficit)/surplus ('000) £(5,715) DM 725
Actuarial value of assets as a percentage of past service liabilities 86.1% 102.3%
Date of last valuation 30 June 1999 30 June 2000

The market value of the United Kingdom scheme as at 30 June 1999 was £43,942,000.
The schemes in the United Kingdom and Germany are defined benefit schemes and were valued using the projected unit cost method.

The above surpluses and deficits are being spread over the average remaining service lives of the employees.

24 Notes to the consolidated cash flow statement

2000 1999 2000 1999
(i) Reconciliation of operating profit to operating cash flow €000 €000 £000 £000
Operating profit 209,283 217,879 128,134 143,635
Depreciation on tangible fixed assets 336,944 259,363 206,395 172,568
Amortisation of goodwill 4,108 3,017 2,511 2,001
Adjustments arising on differences
between sales proceeds and depreciated amounts (15,330) (8,594) (9,251) (5,498)
325,722 254,286 199,655 169,071
Increase in debtors (110,766) (89,604) (69,104) (58,218)
(Decrease)/increase in creditors (52,848) 3,394 (22,595) 1,562
Net cash inflow from operating activities 371,391 385,955 236,090 256,050
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24 Notes to the consolidated cash flow statement continued

2000 1999 2000 1999
(ii) Reconciliation of net cash inflow to movement in net debt €000 €000 £1000 £1000
(Decrease)/increase in cash in the year (15,243) 7,159 (9,261) 4,746
Cash flow from decrease in debt and leasing finance 606,303 696,851 370,998 454,048
Cash flow from increase/(decrease) in liquid resources 4,070 (669) 2,485 (443)
Movement in net debt resulting from cash flows 595,130 703,341 364,222 458,351
Loans and finance leases acquired with subsidiary undertakings (1,708) (13,805) (1,066) (9,068)
New finance leases (874,545) (871,131) (534,673) (576,520)
Exchange adjustments (3,141) (19,526) 9,876 60,370
Movement in net debt (284,264) (201,121) (161,641) (66,867)
Net debt at beginning of the year (946,279) (745,158) (590,520) (523,653)
Net debt at end of the year (1,230,543) (946,279) (752,161) (590,520)
At Movement in At

1 January cash on short- Other Exchange 31 December

2000 Cash flow term deposit non-cash adjustments 2000

(iii) Analysis of changes in net debt €000 €000 €000 €000 €000 €000
Cash 43,944 (15,243) 5,858 - (204) 34,355
Debt due within one year (338,614) (116,764) - (1,708) (387) (457,473)
Debt due after one year (336,995) (119,386) - - (265) (456,646)
Finance leases (320,109) 842,453 - (874,545) (2,406) (354,607)
(995,718) 606,303 - (876,253) (3,058) (1,268,726)

Current asset investments 5,495 (1,788) - - 121 3,828
(946,279) 589,272 5,858 (876,253) (3,141) (1,230,543)

At Movement in At

1 January cash on short- Other Exchange 31 December

2000 Cash flow term deposit non-cash adjustments 2000

£1000 £1000 £1000 £1000 £1000 £1000

Cash 27,423 (9,261) 3,574 - (737) 20,999
Debt due within one year (211,310) (72,437) - (1,066) 5,186 (279,627)
Debt due after one year (210,300) (71,630) - - 2,808 (279,122)
Finance leases (199,762) 515,065 - (534,673) 2,619 (216,751)
(621,372) 370,998 - (535,739) 10,613 (775,500)

Current asset investments 3,429 (1,089) - - - 2,340
(590,520) 360,648 3,574 (535,739) 9,876 (752,161)

Other non-cash movements represent the effect of the acquisitions made and the inception of new finance leases during the year.

Aegis Motor Insurance Limited, a subsidiary undertaking of the Group is required by trust deed to maintain reserve cash deposit balances. Such
reserve balances amount to cash deposits of €5,649,000 (£3,453,000) (1999: €7,439,000 (£4,642,000)) and current asset investments of
€3,828,000 (£2,340,000) (1999: €5,495,000 (£3,429,000)).

(iv) Purchase of subsidiary, joint venture and associate undertakings
The total cash consideration in respect of the acquisition of subsidiary, joint venture and associate undertakings was €49,032,000
(£30,582,000). Further details of total consideration are given in note 12.
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25 Related party transactions

The transactions and balances which are required to be disclosed in accordance with the requirements of FRS 8 “Related party disclosures”

are as follows:

2000 1999 2000 1999
€000 €000 £000 £1000
Purchases from joint ventures 98 - 60 -
Sales to joint ventures 7,441 - 4,556 -
Net amounts owing from joint ventures 4,746 - 2,901 -
Net loans owing from joint ventures 2,182 - 1,334 -
Purchases from majority shareholder 42,720 44,427 26,134 29,590
Sales to majority shareholder 38,746 36,109 23,703 24,050
Interest payable to majority shareholder 2,472 499 1,510 332
Dividends paid and proposed to the majority shareholder 31,511 27,741 19,202 17,878
Dividends paid and proposed to the majority shareholder remaining
outstanding at the year end 20,575 19,102 12,576 11,920
Net current amounts owing to majority shareholder 10,870 14,401 6,644 8,987
Loans owing to majority shareholder 100,865 11,259 61,653 7,026

26 Majority shareholder

The Company’s ultimate majority shareholder is s.a. D’leteren n.v. which is incorporated in Belgium. The ultimate controlling party of

s.a. D’leteren n.v. is the D’leteren family. Avis Europe plc is the smallest company that consolidates the results of the Company and its
subsidiary undertakings. s.a. D’leteren n.v. is the largest company that consolidates the results of the Company and its subsidiary undertakings.
Copies of s.a. D’leteren n.v.’s financial statements are available from Avis House, Park Road, Bracknell, Berkshire RG12 2EW.
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