
1 Revenue
The activity of the Group is the supply of vehicle rental services. Revenue is derived entirely from continuing activities. Revenue from Avis Greece,

the discontinued operation, is separately disclosed in Note 9. The Group experiences a natural increase in demand from leisure customers over

the European summer holiday months. This seasonality generally results in lower revenue earned in the first half as compared to the second half

of each year, together with an increase in the number of vehicles acquired in the period leading up to the summer months.

2 Business and geographical segments
The dominant source and nature of the Group’s risks and returns govern whether its primary segment reporting is by business segment or

geographical segment. The Group is subject to significant variations in risks and rewards between undertaking its operations through corporately

owned businesses, as compared with the licensing of such operations to third parties. Given the nature of the separate brands, the Group is also

subject to significant variations in risks and rewards between its Avis branded businesses and its Budget branded businesses. These variations

contrast with more limited differentials between the risk and reward profile of operations in different geographical locations. The Group’s primary

reporting format is therefore by business segment, and the secondary reporting format is geographical.

Business segments
2007 2006

as restated1

Revenue €m €m

Avis Corporate 566.0 542.8 

Avis Licensees 15.0 13.5 

Avis – Continuing 581.0 556.3 

Budget Corporate 18.8 16.4 

Budget Licensees 4.3 4.2 

Budget 23.1 20.6 

Total Group – Continuing 604.1 576.9 

Discontinued operation – see Note 9 40.4 37.5 

Total Group 644.5 614.4 

1 Restated following the reclassification of the discontinued operation (see Note 9).

There are immaterial sales between the business segments.
2007 2006

Amounts Amounts

excluded from Underlying1 excluded from Total

Underlying1 underlying Total as restated2 underlying as restated2

Operating profit €m €m €m €m €m €m

Avis Corporate 42.5 (6.8) 35.7 38.7 (2.0) 36.7 

Avis Licensees 13.9 – 13.9 12.3 – 12.3 

Avis 56.4 (6.8) 49.6 51.0 (2.0) 49.0 

Budget Corporate3 (3.4) – (3.4) (4.2) (0.4) (4.6)

Budget Licensees3 0.6 – 0.6 (0.4) – (0.4)

Budget (2.8) – (2.8) (4.6) (0.4) (5.0)

Headquarter costs (25.0) (2.6) (27.6) (25.6) (8.8) (34.4)

Operating profit – Continuing 28.6 (9.4) 19.2 20.8 (11.2) 9.6 

Discontinued operation (see Note 9) 6.0 (7.1) (1.1) 4.2 – 4.2 

Total Group 34.6 (16.5) 18.1 25.0 (11.2) 13.8

1 See Basis of Preparation.

2 Restated following the reclassification of the discontinued operation (see Note 9).

3 The 2006 allocation of operating profit between the Budget segments has been restated by €0.5 million (decrease in Licensee and an equal and opposite increase in Corporate)

to ensure that the operating profit is presented on a consistent basis with the Avis segments.
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3 Operating profit
2007 2006

as restated1

€m €m

Operating profit is stated after charging/(crediting):

Underlying profit2:
Net charge on hire of plant, equipment and motor vehicles 121.1 108.5 

Depreciation on property, plant and equipment 79.0 87.3 

Adjustments arising on differences between sales proceeds and depreciated amounts (10.0) (10.6)

Amortisation of other intangible assets 2.2 1.1 

Contingent operating lease rentals3 24.8 24.1 

Other operating lease rentals 26.1 26.0 

Net amounts excluded from underlying2:
Re-measurement gains on non-debt related derivative financial instruments (2.7) (2.1)

Re-measurement losses on non-debt related derivative financial instruments 3.3 0.2 

0.6 (1.9)

Economic hedging adjustment on foreign exchange 1.2 (0.5)

Total net exceptional items (see Note 4) 7.6 13.6 

Total net exceptional items, certain re-measurement items and economic hedge adjustments 9.4 11.2 

1 Restated following the prior year adjustment concerning Avis Portugal (see Note 15).

2 See Basis of Preparation.

3 Contingent operating lease rentals primarily arise with respect to airport rental desk concessions, and are ordinarily based on the level of revenue generated by the 

individual concession.

4 Net exceptional items
2007 2006

€m €m

Exceptional administrative expenses:

a) Restructuring costs 3.3 14.3 

b) Goodwill impairment 4.0 – 

c) Independent investigation and associated costs 3.4 – 

d) Net project termination (credit)/costs (2.7) 2.9 

e) Pension scheme amendment – (3.2)

f) Centrus receivables (0.4) (0.4)

7.6 13.6 

Discontinued operation – goodwill impairment (see Note 9) 7.1 – 

Net exceptional items before tax 14.7 13.6 

Tax on exceptional items (0.9) (3.8)

Net exceptional items after tax 13.8 9.8 

a) Restructuring costs of €3.3 million (2006: €14.3 million) were incurred in the period in connection with the restructuring project the Group

commenced in late 2005 covering the roles of its European headquarters, corporate operations, shared service centre and call centres. These

restructuring costs include redundancy costs and onerous lease provisions and in the prior year were net of exceptional pension curtailments

of €1.2 million.

b) In June 2007 the Group acquired a German licensee company. As the acquired assets and locations have been integrated into existing

operations, where the goodwill arising in these cash-generating units had already been fully provided in previous accounting periods, 

an impairment provision of €4.0 million has been recognised in respect of the goodwill arising on acquisition (see Note 19).

c) Following the identification of potential malpractice in Portugal, the Group has recognised €3.4 million of costs (2006: Nil) in the period in

respect of an independent investigation, both in Portugal and throughout the Group’s corporately owned operations in Europe, together with

certain directly related employee termination costs.

d) Following the Group’s decision in 2004 to terminate the agreement with the principal contractor on the IT back-office project, a net 

exceptional credit of €2.7 million has been recognised following the conclusion of the legal case and the additional termination costs. 

In 2006, the additional termination costs were €2.9 million.

e) In June 2006, significant changes were made to the unfunded pension scheme in Germany resulting in an exceptional credit to past service

costs of €3.2 million.

f) During the current and prior period, the collection of credit hire receivable balances in the closed Centrus business was more successful than

previously anticipated and resulted in an exceptional credit of €0.4 million (2006: €0.4 million), reflecting a partial reversal of the receivable

write-offs and adjustment of reorganisation provisions made in previous years.
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5 Finance income, finance costs and foreign exchange on net debt
2007 2006

Amounts Amounts

excluded from Underlying1 excluded from Total

Underlying1 underlying Total as restated2 underlying as restated2

€m €m €m €m €m €m

Finance income – continuing
Interest receivable 4.4 – 4.4 1.3 – 1.3 

Re-measurement gains on debt-related 
derivative financial instruments3 – 2.2 2.2 – 1.6 1.6 

4.4 2.2 6.6 1.3 1.6 2.9 

Finance costs – continuing
Interest payable (35.2) – (35.2) (25.9) – (25.9)

Re-measurement losses on debt-related 
derivative financial instruments3 – (0.6) (0.6) – – – 
Economic hedge adjustment on interest payable4 – – – (0.8) 0.8 – 

Foreign exchange gain on net debt – 1.8 1.8 – 0.1 0.1

(35.2) 1.2 (34.0) (26.7) 0.9 (25.8)

Net finance costs – continuing (30.8) 3.4 (27.4) (25.4) 2.5 (22.9)

Discontinued operation
Discontinued operation (see Note 9) (4.6) – (4.6) (2.9) – (2.9)

Net finance costs (35.4) 3.4 (32.0) (28.3) 2.5 (25.8)

1 See Basis of Preparation.

2 Restated following the reclassification of the discontinued operation (see Note 9).

3 Net re-measurement gains on debt-related financial instruments of €1.6 million (2006: gains of €1.6 million) comprise realised losses of €1.5 million (2006: gains of €1.9 million)

and unrealised gains of €3.1 million (2006: losses of €0.3 million).

4 The Group has entered into economic hedging arrangements for which the Group is unable to apply hedge accounting under IAS 39. Interest payable on bank loans and

overdrafts, to the extent that IAS 39 does not permit hedge accounting, reflects actual interest rates applicable to debt, regardless of any accrued cash flow paid at contracted

rates within hedging derivatives.

6 Taxation
a) Analysis of tax charge/(credit)

2007 2006

Amounts Amounts

excluded from Underlying1 excluded from Total

Underlying1 underlying Total as restated2 underlying as restated2

€m €m €m €m €m €m

Continuing operations
Current UK tax 0.6 – 0.6 2.5 – 2.5 

Current foreign tax 6.3 (0.7) 5.6 1.1 (0.8) 0.3 

Total current tax 6.9 (0.7) 6.2 3.6 (0.8) 2.8 

Deferred tax (5.8) 0.1 (5.7) (4.9) (1.6) (6.5)

Total taxation – continuing 1.1 (0.6) 0.5 (1.3) (2.4) (3.7)

Discontinued operation
Deferred tax (1.3) – (1.3) 0.4 – 0.4

Total taxation (0.2) (0.6) (0.8) (0.9) (2.4) (3.3)

There was no current tax charge or credit in the discontinued operation in the period ending 30 June 2007 (2006: Nil).
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6 Taxation continued

b) Tax charge/(credit) taken directly to the Statement of Recognised Income and Expense

2007 2006

Amounts Amounts

excluded from excluded from

Underlying1 underlying Total Underlying1 underlying Total

€m €m €m €m €m €m

Deferred tax charge/(credit) on cash flow hedges – 1.9 1.9 – (1.5) (1.5)

Current tax charge/(credit) on exchange 
movements offset in reserves – 0.1 0.1 – (1.0) (1.0)

Deferred tax charge on actuarial gains – 8.0 8.0 – 4.1 4.1 

– 10.0 10.0 – 1.6 1.6 

1 See Basis of Preparation.

2 Restated following the reclassification of the discontinued operation (see Note 9).

7 Dividends
The Directors do not propose the payment of an interim dividend for the period ended 30 June 2007 (2006: Nil). There was no final dividend 

for the year ended 31 December 2006 (2005: Nil). Accordingly, no amounts have been recognised as distributions to equity holders in both the

current and prior period.

8 Earnings per share
a) Basic and diluted

Basic and diluted earnings per share are based on the profit for the period attributable to equity holders of the Company, and the weighted

average number of shares in issue for the period attributable to equity holders of the Company. 

2007 2006 2007 2006

Earnings €m €m £m £m

Earnings for the period attributable to equity holders of the Company (12.8) (8.6) (8.6) (5.9)

2007 2006 2007 2006

Euro Euro Sterling Sterling

Earnings per share cents cents pence pence

Basic and diluted earnings per share (1.4) (0.9) (0.9) (0.6)

Basic and diluted earnings per share from continuing operations is as follows:

2007 2006 2007 2006

Earnings from continuing operations €m €m £m £m

Earnings for the period attributable to equity holders of the Company (8.4) (9.5) (5.7) (6.6)

2007 2006 2007 2006

Euro Euro Sterling Sterling

Earnings per share from continuing operations cents cents pence pence

Basic and diluted earnings per share from continuing operations (0.9) (1.0) (0.6) (0.7)

The weighted average number of shares in issue for the period was 919,750,468 (2006: 919,982,594).

Options have been granted to certain Directors and employees over ordinary shares of the Company. These options constitute the only category

of potentially dilutive ordinary shares and these did not increase the weighted average number of shares in either 2006 or 2007. These options

were not dilutive as either the option exercise prices were in excess of the prevailing market share price, or exercise of the options is subject to

performance conditions which had not been fully satisfied by the period end.
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8 Earnings per share continued

b) Underlying

Underlying earnings per share is based on the underlying profit for the period attributable to equity holders of the Company, and the weighted

average number of shares in issue for the period attributable to equity holders of the Company. 

2006 2006

2007 as restated1 2007 as restated1

Earnings €m €m £m €m

Underlying earnings for the period attributable to equity holders of the Company (0.3) (2.3) (0.2) (1.6)

2006 2006

2007 as restated1 2007 as restated1

Euro Euro Sterling Sterling

Earnings per share cents cents pence pence

Basic and diluted underlying earnings per share – (0.3) – (0.2)

Underlying earnings per share from continuing operations is as follows:

2006 2006

2007 as restated1 2007 as restated1

Earnings from continuing operations €m €m £m €m

Underlying earnings for the period from continuing operations attributable to 
equity holders of the Company (3.0) (3.2) (2.1) (2.2)

2006 2006

2007 as restated1 2007 as restated1

Euro Euro Sterling Sterling

Earnings per share from continuing operations cents cents pence pence

Basic and diluted underlying earnings per share from continuing operations (0.3) (0.3) (0.2) (0.2)

1 Restated following the reclassification of the discontinued operation (see Note 9).

9 Discontinued operation and post balance sheet event
On 25 July 2007, the Group disposed of its subsidiary in Greece, Olympic Commercial and Tourist Enterprises SA, for consideration of €25.5 million.

As at 30 June 2007, the operation is disclosed as held for sale, as a conditional sale contract had already been agreed. The conditions were

satisfied on 25 July 2007 and the operation was disposed of on the terms contracted. In the period, a goodwill impairment charge of €7.1 million

was recorded to write down the associated goodwill to its estimated fair value, based on the proceeds of the disposal. The impairment charge is

excluded from the underlying result.

The financial results and cash flows of the discontinued operation in the current and prior period, are as detailed below:

2007 2006

Amounts Amounts

excluded from excluded from

Underlying1 underlying2 Total Underlying1 underlying2 Total

Income statement: €m €m €m €m €m €m

Revenue 40.4 – 40.4 37.5 – 37.5 

Operating profit/(loss) 6.0 (7.1) (1.1) 4.2 – 4.2 

Profit/(loss) before taxation 1.4 (7.1) (5.7) 1.3 – 1.3 

Taxation 1.3 – 1.3 (0.4) – (0.4)

Profit/(loss) after taxation 2.7 (7.1) (4.4) 0.9 – 0.9 

1 See Basis of Preparation.

2 The amount excluded from underlying represents the impairment of the goodwill in Greece prior to the disposal of the operation.
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9 Discontinued operation and post balance sheet event continued

2007
Balance sheet: €m

Non-current assets:
Goodwill  0.6
Other intangible assets 0.1
Vehicles 120.8
Property, plant and equipment 2.3

123.8

Current assets:
Trade and other receivables:

– Vehicles under manufacturer repurchase agreements 100.7
– Other 26.6
Inventories 0.2
Net current tax assets 0.1
Cash and cash equivalents 3.6

131.2 

Assets of discontinued operation held for sale 255.0 

Current liabilities:
Trade and other payables (34.2)
Borrowings (188.2)

(222.4)

Non-current liabilities:
Deferred tax (8.2)
Provisions (0.6)
Retirement benefit obligations (1.2)

(10.0)

Liabilities of discontinued operation held for sale (232.4)

Net assets 22.6 

2007 2006

Cash Flow: €m €m

Operating profit 6.0 4.2 

Reverse depreciation on property, plant and equipment 8.2 8.3 

Reverse adjustments arising on differences between sales proceeds and depreciated amounts – (0.5)

Reverse non-cash operating lease charge on manufacturer repurchase contracts 7.4 7.5 

Payments with respect to manufacturer repurchase contracts (27.9) (19.9)

Receipts with respect to manufacturer repurchase contracts 12.5 9.4 

Increase in receivables (2.8) (4.9)

(Decrease)/increase in payables (0.8) 0.4 

Increase in retirement benefit obligations 0.1 – 

Net cash generated from operating activities before taxation 2.7 4.5 

Taxation – (0.3)

Net cash generated from operating activities 2.7 4.2 

Net cash used in investing activities (11.5) (14.0)

Net cash generated from financing activities 6.0 6.0 

Decrease in cash and cash equivalents (2.8) (3.8)

Cash and cash equivalents at 1 January 6.4 5.2 

Cash and cash equivalents at 30 June 3.6 1.4
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10 Fleet
2007 2007 2007 2006

Continuing Discontinued Total as restated1

€m €m €m €m

Vehicles 568.7 120.8 689.5 628.8 

Non-current assets held for sale2 6.9 – 6.9 6.4 

Manufacturer repurchase vehicles:
– repurchase agreement receivables (during vehicle holding period)3 1,031.3 72.2 1,103.5 999.0 

– prepaid vehicle operating lease charges (during vehicle holding period)3 82.3 28.5 110.8 94.5 

Net book amount 1,689.2 221.5 1,910.7 1,728.7 

1 Restated following the prior year adjustment concerning Avis Portugal (see Note 15).

2 Non-current assets held for sale comprise ex-rental vehicles formerly used in the Avis Corporate segment, where management are committed to the disposal of the vehicle.

Disposals are ordinarily completed within one month of transfer of the vehicle from the rental fleet.

3 Manufacturer repurchase vehicles are recognised within “Trade and other receivables” in the Group’s balance sheet.

11 Other financial liabilities
a) Borrowings

2007 2006

€m €m

Continuing 724.2 747.5 

Discontinued operation (see Note 9) 188.2 – 

Total Group 912.4 747.5 

Analysed as:

Current liabilities (due for settlement within one year) 62.9 139.2

Non-current liabilities (due for settlement after more than one year) 661.3 608.3 

Continuing 724.2 747.5 

Discontinued operation (see Note 9) 188.2 –

Total Group 912.4 747.5 

b) Deferred consideration
2007 2006

€m €m

Current liabilities (due for settlement within one year) 0.3 0.3 

Non-current liabilities (due for settlement after more than one year) 32.1 32.0 

32.4 32.3 

12 Called-up share capital
2007 2006

Number €m Number €m

Authorised
Ordinary shares of 1p each 940,000,000 940,000,000 

Issued and fully paid share capital
At 1 January and 30 June 920,524,047 13.1 920,524,047 13.1
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13 Share premium and own shares held
Own

Share shares
premium held

€m €m

At 1 January 2006 381.5 (1.1)

Own shares released on vesting of share awards – 0.4 

At 30 June 2006 381.5 (0.7)

At 1 January 2007 381.5 (0.7)
Purchase of own shares – (2.7)
Own shares released on vesting of share awards – 0.2 
At 30 June 2007 381.5 (3.2)

14 Retained earnings
2007 2006

€m €m

At 1 January as previously reported (290.5) (299.0)

Impact of restatement in Avis Portugal (see Note 15) (4.6) (1.1)

At 1 January as restated (295.1) (300.1)

Loss after taxation (12.8) (8.6)

Increase in equity reserve arising from charge to income for share options in the period 0.1 0.1 

Net actuarial gains on retirement benefit obligations 21.9 18.4 

Taxation on actuarial gains (see Note 6) (8.0) (4.1)

At 30 June (293.9) (294.3)

Goodwill of €1,080.4 million arising on acquisitions arising before 1 March 1998 has been written off to reserves.

15 Prior year adjustment
As a consequence of the review previously announced on 11 June 2007 concerning the carrying value of the Group’s net assets in Avis Portugal,

a prior year adjustment has been recorded in order to restate their carrying amounts to their recoverable amount.

The impact of this restatement on the comparative amounts within the Balance Sheet for the six months ended 30 June 2006 is an increase 

in vehicle fleet fixed assets of €4.7 million, an increase in short-term obligations under finance leases of €5.5 million, and an increase in accrued

liabilities of €0.3 million. These adjustments reduce net assets and closing retained earnings by €1.1 million.

The impact of this restatement on the comparative amounts within the Income Statement for the six months ended 30 June 2006 is an increase 

in vehicle fleet depreciation charges of €0.1 million and an increase in adjustments arising on differences between sales proceeds and depreciated

amounts of €0.1 million. Accordingly, there is no net impact on cost of sales.

In addition, the comparative amounts for the years ended 31 December 2006 and 31 December 2005 have been restated. Whilst the full year

comparatives are not published within these Interim Financial Statements, the Balance Sheet restatements are listed below for their impact on 

the Consolidated Cash Flow Statement.

As at 31 December 2006, there is an increase in vehicle fleet fixed assets of €3.7 million; (31 December 2005: decrease of €0.8 million), 

an increase in short-term obligations under finance leases of €6.9 million; (31 December 2005: Nil), and an increase in accrued liabilities of 

€1.4 million; (31 December 2005: increase of €0.3 million). The impact on closing retained earnings is a decrease of €4.6 million; 

(31 December 2005: decrease of €1.1 million).

No tax credit has been recognised on the above, given that it is uncertain when any deferred tax asset would be realised.
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