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FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual Report on Form 10-K may be considered “forward-looking statements” as
that term is defined in the Private Securities Litigation Reform Act of 1995. The forward-looking statements contained
herein are subject to known and unknown risks, uncertainties, assumptions and other factors that may cause our actual
results, performance or achievements to be materially different from those expressed or implied by any such
forward-looking statements. Forward-looking statements include information concerning our future financial
performance, business strategy, projected plans and objectives. These statements may be identified by the fact that
they do not relate to historical or current facts and may use words such as “believes,” “expects,” “anticipates,” “will,” “should,”
“could,” “may,” “would,” “intends,” “projects,” “estimates,” “plans,” and similar words, expressions or phrases. The following
important factors and assumptions could affect our future results and could cause actual results to differ materially
from those expressed in such forward-looking statements:

•the high level of competition in the vehicle rental industry and the impact such competition may have on pricing and
rental volume;

•a change in travel demand, including changes in airline passenger traffic;

•
a change in our fleet costs as a result of a change in the cost of new vehicles, disruption in the supply of new vehicles,
and/or a change in the price at which we dispose of used vehicles either in the used vehicle market or under
repurchase or guaranteed depreciation programs;

•
risks related to our March 2013 acquisition of Zipcar, Inc. (“Zipcar”), including our ability to realize the synergies
contemplated by the transaction and our ability to promptly and efficiently integrate the business into Avis Budget
Group;

•

the results of operations or financial condition of the manufacturers of our cars, which could impact their ability to
perform their payment obligations under our agreements with them, including repurchase and/or guaranteed
depreciation arrangements, and/or their willingness or ability to make cars available to us or the rental car industry as
a whole on commercially reasonable terms or at all;

•any change in economic conditions generally, particularly during our peak season or in key market segments;

•our ability to continue to achieve and maintain cost savings and successfully implement our business strategies;

•our ability to obtain financing for our global operations, including the funding of our vehicle fleet through the
issuance of asset-backed securities and use of the global lending markets;

•an occurrence or threat of terrorism, pandemic disease, natural disasters, military conflict or civil unrest in the
locations in which we operate;

•our dependence on third-party distribution channels, third-party suppliers of other services and co-marketing
arrangements with third parties;

•
our ability to utilize derivative instruments, and the impact of derivative instruments we utilize, which can be affected
by fluctuations in interest rates, gasoline prices and exchange rates, changes in government regulations and other
factors;

•our ability to accurately estimate our future results;
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• any major disruptions in our communication networks or information
systems;

•our exposure to uninsured claims in excess of historical levels;
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•our failure or inability to comply with laws, regulations or contractual obligations or any changes in laws, regulations
or contractual obligations, including with respect to personally identifiable information and taxes;

•any impact on us from the actions of our licensees, dealers and independent contractors;

•any substantial changes in the cost or supply of fuel, vehicle parts, energy, labor or other resources on which we
depend to operate our business;

•risks related to our indebtedness, including our substantial outstanding debt obligations and our ability to incur
substantially more debt;

•our ability to meet the financial and other covenants contained in the agreements governing our indebtedness;

•

the terms of agreements among us and our former real estate, hospitality and travel distribution businesses following
the separation of those businesses from us in 2006, particularly with respect to the allocation of assets and liabilities,
including contingent liabilities and guarantees, the ability of each of the separated companies to perform its
obligations, including indemnification obligations, under these agreements, and the right of our former real estate
business to control the process for resolving disputes related to contingent liabilities and assets;

•risks associated with litigation or governmental or regulatory inquiries or investigations involving our Company;

•risks related to tax obligations and the effect of future changes in accounting standards;

•risks related to our October 2011 acquisition of Avis Europe plc (“Avis Europe”), including our ability to realize the
synergies contemplated by the transaction;

•
risks related to completed or future acquisitions or investments that we may pursue, including any incurrence of
incremental indebtedness to help fund such transactions and our ability to promptly and effectively integrate any
acquired businesses; and

•other business, economic, competitive, governmental, regulatory, political or technological factors affecting our
operations, pricing or services.

We operate in a continuously changing business environment and new risk factors emerge from time to time. New risk
factors, factors beyond our control, or changes in the impact of identified risk factors may cause actual results to differ
materially from those set forth in any forward-looking statements. Accordingly, forward-looking statements should
not be relied upon as a prediction of actual results. Moreover, we do not assume responsibility for the accuracy and
completeness of those statements. Other factors and assumptions not identified above, including those discussed in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” set forth in Item 7, in “Risk
Factors” set forth in Item 1A and other portions of this Annual Report on Form 10-K may contain forward-looking
statements and involve uncertainties that could cause actual results to differ materially from those projected in such
statements. Such statements are based upon assumptions and known risks and uncertainties.

Although we believe that our assumptions are reasonable, any or all of our forward-looking statements may prove to
be inaccurate and we can make no guarantees about our future performance. Should unknown risks or uncertainties
materialize or underlying assumptions prove inaccurate, actual results could differ materially from past results and/or
those anticipated, estimated or projected. Except to the extent of our obligations under the federal securities laws, we
undertake no obligation to release any revisions to any forward-looking statements, to report events or to report the
occurrence of unanticipated events. For any forward-looking statements contained in any document, we claim the
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of 1995.
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PART I

 ITEM 1. BUSINESS

Except as expressly indicated or unless the context otherwise requires, the “Company,” “Avis Budget,” “we,” “our” or “us”
means Avis Budget Group, Inc. and its subsidiaries. “Avis,” “Budget,” “Budget Truck,” “Zipcar,” “Payless” and “Apex” refer to
our Avis Rent A Car System, LLC, Budget Rent A Car System, Inc., Budget Truck Rental, LLC, Zipcar, Inc., Payless
Car Rental and Apex Car Rentals operations, respectively, and, unless the context otherwise requires, do not include
the operations of our licensees, as further discussed below.
 OVERVIEW

We are a leading global provider of vehicle rental and car sharing services, operating three of the most recognized
brands in the industry through Avis, Budget and Zipcar. We are a leading vehicle rental operator in North America,
Europe, Australia, New Zealand and certain other regions we serve. We and our licensees operate the Avis and Budget
brands in approximately 175 countries throughout the world. We generally maintain a leading share of airport car
rental revenue in North America, Europe, Australia and New Zealand and we operate one of the leading truck rental
businesses in the United States.

Our brands are differentiated to help us meet a wide range of customer needs throughout the world. Avis is a leading
rental car supplier positioned to serve the premium commercial and leisure segments of the travel industry, and
Budget is a leading rental vehicle supplier focused primarily on more value-conscious segments of the industry. On
average, our rental fleet totaled more than 520,000 vehicles and we completed more than 30 million vehicle rental
transactions worldwide in 2013. We generate approximately 71% of our vehicle rental revenue from on-airport
locations and approximately 29% of our revenue from off-airport locations. We also license the use of the Avis and
Budget trademarks to licensees in areas in which we do not operate directly. Our brands have an extended global reach
with more than 10,000 car and truck rental locations throughout the world, including approximately 4,500 car rental
locations operated by our licensees. We believe that Avis and Budget both enjoy complementary demand patterns
with mid-week commercial demand balanced by weekend leisure demand.

Our Zipcar brand, which we acquired in 2013, is the world’s leading car sharing company, with more than 860,000
members in the United States, Canada and Europe. We also operate Budget Truck, one of the leading truck rental
businesses in the United States, with a fleet of approximately 23,000 Budget trucks that operate through a network of
approximately 1,300 dealer-operated and 350 Company-operated locations throughout the continental United States.
We also own Payless, a car rental brand that we acquired in 2013 that operates in the deep-value segment of the
industry, and Apex, which is a leading deep-value car rental brand in New Zealand and Australia. We also have
investments in certain of our Avis and Budget licensees outside of the United States, including licensees in Brazil,
India and China.

In 2013, we generated total revenues of $7,937 million. The Avis, Budget, Budget Truck and Zipcar brands accounted
for approximately 65%, 26%, 5% and 3% of our revenue, respectively, in 2013.
COMPANY HISTORY

The Company is a Delaware corporation headquartered in Parsippany, New Jersey. We operate three of the most
recognized brands in the global vehicle services industry through Avis, Budget and Zipcar, as well as Budget Truck,
one of the leading truck rental businesses in the United States, and smaller regional car rental brands. Our predecessor
company was formed in 1974, and in 1997 merged with HFS Incorporated (“HFS”), and the combined company was
subsequently renamed Cendant Corporation (“Cendant”). HFS acquired the Avis brand in 1996, and in 2001 Cendant
acquired Avis’ vehicle rental operations in North America, Australia and New Zealand.
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Founded in 1946, Avis is believed to be the first company to rent cars from airport locations. Avis expanded its
geographic reach throughout the United States through growth in licensed and Company-operated locations in the
1950s and 1960s. In 1963, Avis introduced its award winning “We try harder®” advertising campaign, which is
considered to be one of the top ten advertising campaigns of the 20th century by Advertising Age magazine.
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In 2002, Cendant acquired the Budget brand and Budget vehicle rental operations in North America, Australia and
New Zealand. Budget was founded in 1958 as a car rental company for the value-conscious vehicle rental customer
and grew its business rapidly during the 1960s, expanding its rental car offerings throughout North America and
significantly expanding its Budget truck rental business in the 1990s.

In 2006, Cendant completed the sales and spin-offs of several significant subsidiaries and changed its name to Avis
Budget Group, Inc. In 2011, we expanded our international operations with the acquisition of Avis Europe, which was
previously an independently-owned licensee operating the Avis and Budget brands in Europe, the Middle East and
Africa, and the Avis brand in Asia. Upon the completion of the acquisition of Avis Europe, the Avis and Budget
brands were globally re-united under a single company, making Avis Budget Group one of the largest vehicle rental
companies in the world.

In 2013, we acquired Zipcar, the world’s leading car sharing company, and further increased our growth potential and
our ability to better serve a greater variety of our customers’ transportation needs. In 2012 and 2013, we also acquired
our Apex and Payless brands, which allowed us to expand our presence in the deep-value segment of the car rental
industry.

We have a long history of innovation in the vehicle rental and car sharing business, including the 1973 launch of our
proprietary Wizard system, a constantly updated information-technology system that is the backbone of our
operations. In 1987, we introduced the Roving Rapid Return, powered by a handheld computer device that allowed
customers to bypass the car return counter, and in 1996, we became one of the first car rental companies to accept
online reservations. In 2000, we introduced Avis Interactive, the first Internet-based reporting system in the car rental
industry. In 2009, we launched what we believe to be the first car rental iPhone application in the United States, and in
2012, we believe that our Avis brand became the first in the industry to offer mobile applications to its customers on
all four major mobile platforms — Android, BlackBerry, iPhone and Microsoft Windows. Our Zipcar operations have
been a constantly innovating pioneer in using advanced vehicle technologies as the first car sharing company in the
United States to develop a self-service solution to managing the complex interactions of real-time, location-based
activities inherent in a large-scale car sharing operation, including new member application, reservations and keyless
vehicle access, fleet management and member management, and the first to allow members to reserve the specific
make, model, type and color of their car by phone, Internet or wireless mobile device.

Since becoming an independent vehicle rental services company in 2006, we have focused on strengthening our
brands, our operations, our competitiveness and our profitability. In conjunction with these efforts, we have
implemented process improvements impacting virtually all areas of the business; realized significant cost savings
through the integration of Avis Europe and Zipcar with our pre-existing operations; achieved reductions in operating
and selling, general and administrative expenses, including significant reductions in staff; assessed location, segment
and customer profitability to address less-profitable aspects of our business; implemented price increases and changes
to our sales, marketing and affinity programs to improve profitability; and sought to better optimize our acquisition,
deployment and disposition of fleet in order to lower costs and better meet customer demand.
 SEGMENT INFORMATION

We categorize our operations into three reporting segments:

•North America, provides car rentals in the United States and vehicle rentals in Canada, as well as ancillary products
and services, and operates the Company’s Zipcar car sharing business;

•International, provides and licenses the Company’s brands to third parties for vehicle rentals and ancillary products
and services primarily in Europe, the Middle East, Africa, Asia, South America, Central America, the Caribbean,
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•Truck Rental, provides truck rentals and ancillary products and services to consumers and commercial users in the
United States.
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The following table presents key operating metrics for each of our three reporting segments:

Total 2013 Rental Days
Average 2013 Time and
Mileage (“T&M”)
Revenue per Day

Average 2013 Rental
Fleet Size

North America (a) 89 million $40.55 342,000
International 37 million $42.48 145,000
Truck Rental 4 million $76.85 25,000

130 million 512,000
________
(a) Excluding Zipcar.
The following graphs present the composition of our rental days and our average rental fleet in 2013, by segment:

Composition of Composition of
2013 Rental Days 2013 Rental Fleet

Our North America segment includes the financial results of Zipcar and Payless since our acquisition of each business
in March 2013 and July 2013, respectively. Financial data for our segments and geographic areas are reported in Note
20-Segment Information to our Consolidated Financial Statements included in Item 8 of this Annual Report on Form
10-K.
OUR STRATEGY

Our objective is to focus on strategically accelerating our growth, strengthening our global position as a leading
provider of vehicle rental services, continuing to enhance our customers’ rental experience, and controlling costs and
driving efficiency throughout the organization. We expect to achieve our goals by focusing our efforts on the
following core strategic initiatives:

•Strategically Accelerate Growth. We have pursued and will continue to pursue numerous opportunities intended to
increase our revenues and make disproportionate contributions to our earnings. For instance:

◦

We are focused on promoting car class upgrades, adjusting our mix of vehicles to match customer demand, growing
our rentals to small-business and international travelers, increasing the number of rentals that customers book through
our own websites, increasing the proportion of transactions in which customers prepay us, and expanding our
ancillary revenues derived from offering additional ancillary products and services to the rental transactions of an
increasing percentage of our customers. We believe these efforts will each not only generate incremental revenue, but
also add to profitability.

◦

We are focused on yield management and pricing optimization in an effort to increase the rental fees we earn per
rental day. We have implemented technology systems that strengthen our yield management and that enable us to
tailor our product and price offerings not only to meet our customers’ needs, but also in response to actions taken by
our competitors. We expect to continue to adjust our pricing to bolster profitability and match changes in demand.
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◦

We see significant growth opportunities related to our Zipcar brand. We expect to increase our Zipcar membership
base by growing the number of businesses, government agencies and universities that Zipcar serves within its existing
markets, as well as expanding the brand into new markets where our existing car rental presence will help enable the
introduction of Zipcar’s car sharing services. We expect that such growth will include making more Zipcars available
at airport locations, offering one-way usage of Zipcars at certain locations and cross-marketing partnerships through
our well-established corporate and affinity relationships.

◦We continue to focus on addressing the need of the deep-value segment of the vehicle rental industry with Payless and
Apex and look to increase our profitability in this segment as we grow our revenues.

•

Strengthening Our Global Position. While we currently operate, either directly or through licensees, in approximately
175 countries around the world, we have strengthened and will continue to strengthen and further expand our global
footprint through organic growth and potentially through acquisitions, joint ventures, licensing opportunities or other
relationships:

◦

In countries where we have Company-operated locations, we will continue to identify opportunities to add new rental
locations, to grant licenses to independent third parties for regions where we do not currently operate and/or do not
wish to operate directly, to strengthen the presence of the Avis, Budget, Zipcar, Apex and Payless brands (including
by multi-branding locations), as applicable, and to re-acquire previously granted license rights in certain cases.

◦

In countries operated by licensees, including our joint ventures in Brazil, China and India, we will seek to ensure that
our licensees are well positioned to realize the growth potential of our brands in those countries and are aggressively
growing their presence in those markets, and we expect to consider the re-acquisition of previously granted license
rights in certain cases.

◦
Zipcar represents a substantial growth opportunity for us as we believe that there are numerous geographic markets
outside the United States, particularly in Europe and Asia, where Zipcar’s proven car sharing model can be utilized to
meet substantial, currently unmet transportation needs.

•

Enhancing Customers’ Rental Experience. We are committed to serving our customers and enhancing their rental
experience, including through our Customer Led, Service Driven™ initiative, which is aimed at improving our
customers’ rental experience with our brands, our systems and our employees. Following an extensive review of the
ways, places and occasions in which our brands, our systems and our employees interact with existing and potential
customers, we have implemented actions that we expect will improve the service we provide at these customer
“touchpoints.” For example:

◦
Over the last two years, we have launched Avis Preferred Select & Go™, a vehicle-choice program for customers,
revised our rental agreements and receipts to improve transparency, and significantly expanded
customer-service-oriented training of our employees, achieving significant increases in customer satisfaction.

◦We continue to upgrade our technology, to make the reservation, pick-up and return process more convenient and
user-friendly, with a particular emphasis on enabling and simplifying our customers’ online interactions with us.

◦In 2013, we also made Avis and Budget rental agreements available in French, German, Portuguese and Spanish, as a
courtesy to our customers at participating airport locations across North America.

We expect to continue to invest in these efforts.
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control costs. We continue to aggressively reduce expenses throughout our organization,

6

Edgar Filing: AVIS BUDGET GROUP, INC. - Form 10-K

14



Table of Contents

and we have eliminated or reduced significant costs through the integration of Avis Europe in 2012 and 2013. In
addition:

◦

We continued to develop and implement our Performance Excellence process improvement initiative to increase
efficiencies, reduce operating costs and create sustainable cost savings using LEAN, Six Sigma and other tools. This
initiative, which we have expanded to cover our operations in Europe and Asia, has generated substantial savings
since its implementation and is expected to continue to provide incremental benefits.

◦

We have implemented initiatives to integrate Payless and Zipcar, to realize cost efficiencies from combined
maintenance, systems, technology and administrative infrastructure, as well as fleet utilization benefits and savings by
combining our car rental and car sharing fleets at times to reduce the number of unutilized Zipcars during the week
and to better satisfy Zipcar’s unmet weekend demand.

◦
We have also continued to implement technology solutions, including self-service voice reservation technology,
mobile communications with customers and fleet optimization technologies to reduce costs, and we will further
continue to pursue innovative solutions to support our strategic initiatives.

We believe such steps will continue to aid our financial performance.

In executing our strategy, we plan to continue to position our three distinct and well-recognized global brands to focus
on different segments of customer demand, complemented by our other brands in their respective regional markets.
With Avis as a premium brand preferred more by corporate and upscale leisure travelers, Budget as a mid-tier brand
preferred more by value-conscious travelers, Payless and Apex as deep-value brands and Zipcar offering its members
an economical alternative to car ownership, we believe we are able to target a broad range of demand, particularly
since the brands share the same operational and administrative infrastructure while providing differentiated though
consistently high levels of customer service.

We aim to provide products, services and pricing, to use various marketing channels and to maintain marketing
affiliations and corporate account contracts that complement each brand’s positioning. We plan to continue to invest in
our brands through a variety of efforts, including television commercials, print advertisements and on-line and off-line
marketing. We see particular growth opportunities for our Budget brand in Europe, as Budget’s share of airport car
rentals is significantly smaller in Europe than in other parts of the world, and for Zipcar internationally, where the
brand’s proven car sharing model can be expanded into numerous geographic markets.

We operate in a highly competitive industry and we expect to continue to face challenges, including uncertain
economic conditions, particularly outside of the United States. We seek to mitigate our exposure to risks in numerous
ways, including delivering upon the core strategic initiatives described above and through continued optimization of
fleet levels to match changes in demand for vehicle rentals, maintenance of liquidity to fund our fleet and our
operations, and adjustmen
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