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The Group operates the Avis and Budget brands
in more than 3,800 international locations

« Avis and Budget locations

Avis revenue by geographic market Avis revenue by business
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Spain 34% 56%
[taly 17%
16%
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16%
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AN
PERFORMANCE

Operating Highlights
= Good volume growth and rental revenue per day ahead of prior year
= Higher fleet costs partially mitigated by lower insurance costs and improved utilisation
« Investment in revenue management and websites delivering benefits
« Substantial network changes — net capital release circa €200 million
e Turnaround of Budget continues

= Both underlying* operating margin and ROCE ahead of prior year
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Key Performance Indicators

2007 2006
Billed days (% change)? 4.7 6.1
Rental revenue per day (% change)? 0.7 (1.8)
Fleet utilisation — average (%pts. change)® 0.4 0.9
Underlying® operating margin — continuing operations (%) 8.0 7.13
Underlying® return on capital employed — continuing operations (%) 9.1 8.5°
Financial Highlights’

2007 2006
Revenue €m 1,327 1,256
Profit before tax €m 33.2 1.8
Underlying® profit before tax €m 37.6 30.0
Earnings per share € cents 1.6 (0.2)?
Underlying® earnings per share € cents 2.9 2.3°

1 Underlying excludes exceptional charges, certain net re-measurement gains and economic hedging gains
(see Basis of Preparation on page 45).

2 Data is based on the continuing operations of the Avis Corporate segment of the Group.
Full definitions of the indicators stated above are included in the Business Review on page 12.

3 2006 restated following the prior year adjustment regarding Avis Portugal.

4 Data is based on the continuing operations of the Group.
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| am pleased to report that the
Group made good progress in
2007, achieving both volume
and rental revenue per day
growth, benefiting from recent
investments in both revenue
management and web
development. The full year effect
of the recent restructuring
programme and the continuing
turnaround in Budget also helped
to deliver improved results.

Avis Europe plc Annual Report 2007

Chairman’s Statement

| am pleased to report that the Group made good progress in 2007, achieving
both volume and rental revenue per day growth, benefiting from recent
investments in both revenue management and web development. The full year
effect of the recent restructuring programme and the continuing turnaround

in Budget also helped to deliver improved results. Substantial actions were
taken to optimise the structure of the Group’s network including the disposal
and licensing of Greece, the licensing of the Canaries and the acquisition

of a licensee in Germany. The net capital released from these transactions
was approximately €200 million.

Results overview
Revenues from continuing operations grew 5.7% to €1,327 million, reflecting
both volume growth and improved rental revenue per day.

Underlying profit before tax on continuing operations was €37.6 million

(2006 — restated: €30.0 million). This increase reflects both the volume growth
and improved rental revenue per day, the full year benefit of the restructuring
programme and gains on disposal of properties, together with the continuing
turnaround of Budget. However, these were partly offset by inflationary

cost increases, the higher investment in revenue management and web
development capabilities and higher interest charges. Earnings per share

on the same basis were 2.9 euro cents (2006 — restated: 2.3 euro cents).

Profit before tax on continuing operations was €33.2 million (2006 — restated:
€1.8 million). Earnings per share on the same basis were 1.6 euro cents
(2006 - restated: loss per share 0.2 euro cents).

Profit before tax including the discontinued operation was €19.7 million
(2006 — restated: €7.2 million). This is stated after a net exceptional charge
before tax of €22.8 million and certain re-measurement items and economic
hedging gains of €2.5 million. Exceptional items represent primarily the
goodwill impairment and subsequent loss on the disposal of the operation

in Greece and restructuring costs. Earnings per share on the same basis
were 0.3 euro cents (2006 — restated: 0.2 euro cents).

As announced earlier in the year, the Group identified a malpractice in
Portugal that resulted in a restatement of the prior year comparative results.
As previously reported, the adjustment resulted in a reduction to the
comparative underlying profit before tax of €3.5 million.



Dividends

In line with recent previous statements, and in view of the continued difficult
trading environment, the Board has not recommended payment of a
dividend for the year ended 31 December 2007. The Board’s intention is

to recommence the payment of dividends when the financial and trading
position of the Group allows.

Outlook

Looking ahead to 2008, we are now more cautious in view of the weakening
economic environment. We expect to make continued progress with the
turnaround of the Group. However, our planning assumptions, reflecting recent
trading conditions, are for continued volume growth, but with rental rate per
day now improving less than previously expected. We continue to maintain
tight control of cost and plan to make continued improvements in key
efficiency measures, particularly vehicle utilisation.

Strategic development

We continue to make good progress in improving the results of the
business. An initial review of the strategy has been undertaken by

Pascal Bazin, following his appointment as the new Group Chief Executive
on 1 January 2008. Whilst the main elements of the strategy will remain
unchanged, we will continue to evolve the strategy to deliver the turnaround
in the Group’s results and will now be placing more emphasis on the areas
outlined on pages 6 and 7 of the Business Review. In addition, we will be
adopting a stronger operational approach, with more emphasis on delivery,
accountability and implementation, as well as on accelerating benefits from
recent investment in initiatives.

Employees and Directors

I would like to welcome Pascal Bazin, who was appointed as Group Chief
Executive from 1 January 2008, replacing Murray Hennessy. After three and a
half years Murray and the Board agreed that it was the right time to pass the
leadership of the Group to someone who would take the business to the next
stage of its development. On behalf of the Board, | would like to thank Murray
for his significant contribution. He developed the Group’s recovery strategy
and positioned the Group for a return to profitable growth despite a backdrop
of difficult markets.

Pascal was previously President and Managing Director of Avis France
and a member of the Group’s Executive Board, positions he held since

20 May 2005. He is a proven truly international operator, who has
successfully led a number of consumer-facing businesses both through
turnaround and development situations. He delivered a significant recovery
at Avis France during his two and a half years with the company.

Finally, | would like to thank all our employees around the world for their
continued hard work, enthusiasm, loyalty and professionalism. As always,

it is their efforts on behalf of our customers that really make the difference
and we have demonstrated further good progress in all our key customer
satisfaction scores this year. We have continued to win a large number of
industry awards including the SOCAP Award for Innovation at the National
Customer Service Awards in London and four prestigious British Travel
Awards 2007: Best Business Car Hire Company, Consumers Favourite
Business Car Hire Company, Best Leisure Car Hire Company and Consumers
Favourite Leisure Car Hire Company.

Alun Cathcart
Chairman
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Insurance

The Group is legally obliged to provide statutory third party motor liability
insurance to all customers. This insurance provides financial protection
against claims from third parties where the Group’s customers are at fault
in a road accident. In addition, sales of damage waivers and personal
accident insurance are important sources of revenue. The Group also covers
various risks arising in the normal course of its business, including damage
to its property and general liability. All insurance policies are arranged

with insurance companies of strong credit quality. The Group also reinsures
a limited amount of the risks through its own captive insurance companies,
which in turn buy reinsurance to limit their own exposure to acceptable
levels. Significant risks would exist to the stability of the Group’s business
if access to primary insurance and/or reinsurance was constrained, denied
or available only at increased costs that could not be passed on in
increased prices.

Funding

Terms of credit between the Group and its principal suppliers of fleet vary
widely, depending both on the market in which the vehicles are to be used
and on the supplier. Any material worsening of credit terms would result in
an increased debt funding requirement.

The Group funds a substantial proportion of its vehicles with borrowings,
including on and off balance sheet leasing arrangements, and, as such,
depends on access to the debt markets and other forms of financing to fund
the Group’s fleet. If the Group is unable to access such debt facilities on
commercially acceptable terms, or has difficulty meeting the terms of any
financial covenants, its current business, results of operations, financial
condition and future prospects may be adversely affected.

To mitigate against these risks and to guarantee access to liquidity,

the Group ensures that it has a core level of long-term committed
funding in place with maturities spread over a number of years. This core
funding is supplemented with shorter-term committed and uncommitted
facilities particularly to cover seasonal debt requirements. All funding is
arranged with a wide range of providers, on hoth a public and private
basis. The Group maintains a regular dialogue with all providers

On track to drive more of our business

via the internet

Our significantly enhanced new websites are
quick and easy to use and are designed to work
more effectively with internet search engines.

We are seeking to maximise the benefits arising
from the investment in the websites achieving

a further increase in the proportion of internet
sales during the year overall. Internet
penetration is now at 32.5% (2006: 30.8%).

to keep them updated on the trading performance and prospects of
the business.

Interest and foreign currency

The Group’s interest rate risk arises from the Group’s borrowings which,
after foreign currency risk hedging, principally arise in euro and sterling.
Borrowings issued at variable rates expose the Group to cash flow interest
rate risk whereas borrowings issued at fixed rates expose the Group to fair
value interest rate risk. A discussion of how the Group manages its interest
rate risk is set out in Note 26 to the Consolidated Financial Statements.

The Group’s results are exposed to fluctuations in exchange rates where
revenues and expenses are denominated in currencies other than euros.

In particular, there are net exposures to sterling, Swiss francs and US dollars.
The US dollar exposure is largely due to certain guaranteed rate products sold
to US customers renting in the Group’s corporately owned operations, partly
offset by fees paid to Avis Budget Group, Inc. in respect of systems-related
services provided. Revenue from licensees is largely received in sterling,

US dollars and other non-euro currencies. A discussion of how the Group
manages its foreign currency risk is set out in Note 26 to the Consolidated
Financial Statements.

Pensions

The Group has two principal defined benefit pension schemes, a UK
scheme which is in deficit, and an unfunded scheme in Germany.

The Group’s balance sheet liability against these schemes is subject
to uncertainty concerning the risks and returns around the respective
assets and liabilities of the UK scheme and the interest rate applied

to the book reserve for the German scheme. In particular, volatility in
interest rates has an impact on the amount by which future pension
liabilities are discounted and affect the returns forecast to be earned.
While the funding level of the UK Plan has improved, largely due to the
contributions paid by the Group to reduce the deficit, it is likely that, at
the next actuarial valuation as at 31 March 2008, the ongoing funding
will need to increase to meet the increased deficit as a consequence
of further improvements in longevity and an impact of the new regulated
funding environment.
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Business Review continued

Key performance indicators

The Board monitors a range of financial and non-financial performance
indicators, reported on a periodic basis, to measure the Group’s performance.
Of these, the key measures are set out in the table below.

Performance indicators 2007 2006
Billed days® (% change)” 4.7 6.1
Rental revenue per day? (% change)” 0.7 (1.8)
Fleet utilisation — average® (%pts. change)* 0.4 0.9
Underlying* operating margin — continuing operations (%) 8.0 7.1°
Underlying* return on capital employed — 9.1 8.5°

continuing operations (%)

* Data is based on the continuing operations of the Avis Corporate segment of the Group, which
excludes Avis licensees, Budget and the discontinued operation in Greece. Excluding Greece
had no material effect on the change in the indicators presented above.

1 Includes any day or period less than a day for which a vehicle rental is invoiced to a customer.

2 Rental revenues divided by billed days. (Rental revenue per day is defined as revenue excluding
sale of fuel, sub-licensee income and the provision of foreign exchange services to rental
customers as well as other incidental operating income divided by billed days. In previous
periods revenue per day was defined as revenue divided by billed days.)

3 The average period of time during which vehicles are on rent as a percentage of their
holding period.

4 Underlying excludes exceptional charges and certain net re-measurement gains and economic
hedging gains (see Basis of Preparation on page 45).

5 2006 restated following the prior year adjustment regarding Avis Portugal.

Financial review

Results overview

Revenues from continuing operations grew 5.7% to €1,327 million, reflecting
both volume growth and improved rental revenue per day.

Underlying profit before tax on continuing operations was €37.6 million
(2006 — restated: €30.0 million). This increase reflects both volume

growth and improved rental revenue per day, the full year benefit of the
restructuring programme and gains on disposal of properties, together

with the continuing turnaround of Budget. However, these were partly

offset by inflationary cost increases, the higher investment in revenue
management and web development capabilities and higher interest charges.

EFFICIENCY

We remain focussed on cost reduction and will be seeking to mitigate

Earnings per share on the same basis were 2.9 euro cents (2006 — restated:
2.3 euro cents).

Profit before tax on continuing operations was €33.2 million (2006 — restated:
€1.8 million). Earnings per share on the same basis were 1.6 euro cents
(2006 — restated: loss per share 0.2 euro cents).

Profit before tax including the discontinued operation was €19.7 million
(2006 — restated: €7.2 million). This is stated after a net exceptional charge
before tax of €22.8 million and certain re-measurement items and economic
hedging gains of €2.5 million. Exceptional items represent primarily the
goodwill impairment and subsequent loss on the disposal of the operation

in Greece and restructuring costs. Earnings per share on the same basis
were 0.3 euro cents (2006 — restated: 0.2 euro cents).

As announced earlier in the year, the Group identified a malpractice in
Portugal that resulted in a restatement of the prior year comparative results.
As previously reported, the adjustment resulted in a reduction to the
comparative underlying profit before tax of €3.5 million.

Revenue overview

€ million 2007 2006 % change
Rental revenue 1,114 1,057 5.4
Other non-rental revenue 126 125 0.8
Corporate — continuing operations 1,240 1,182 4.9
Licensees 34 29 17.2
Avis — continuing operations 1,274 1,211 5.2
Corporate 43 36 19.4
Licensees 10 9 11.1
Budget 53 45 17.8
Revenue - continuing operations 1,327 1,256 5.7
Revenue — discontinued operation 49 81 n/a
Revenue including discontinued operation 1,376 1,337 n/a

n/a means not applicable

fleet cost increases through further improvements in utilisation. We are
also targeting variable costs, such as damage, and concentrating

brand investments on sales generation.
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Avis Corporate revenue

Revenue from the continuing operations in the Avis corporately-owned
business segment was 4.9% ahead of prior year at €1,240 million. Rental
revenue of €1,114 million was 5.4% ahead, with other non-rental revenue
(sale of fuel and other incidental operating income) broadly flat.

Billed days increased by 4.7% driven by an increase in the number of rentals in
all customer groups, together with an increase in rental length in the corporate
and insurance/leasing customer groups.

Rental revenue per day was ahead by 0.7%, with a good performance since
Easter driven by a particularly strong result in the individual customer group
across a number of markets as the benefits of previous investment in revenue
management initiatives began to take hold. This improvement in rental revenue
per day, which was helped by better ancillary sales, was achieved despite the
negative mix effect of strong volume growth in insurance/leasing and overall
longer rental length.

The analysis of rental revenue by customer type follows:

Individual
Overall rental revenue from this customer group was ahead of the prior year.

Billed days were flat, although this was in part due to the licensing of the
operation in the Canaries in May. There was an increase in the number of
rentals, with particularly good growth in Italy, offset by a decrease in overall
rental length.

Rental revenue per day increased, benefiting from revenue management
actions, with an especially strong performance in France. The Group has
been successful in targeting an increase in direct business, principally
through the continued development of the internet distribution channel and
e-marketing initiatives.

Corporate
Overall rental revenue from this customer group was ahead of the prior year.

\
FLEXIBILITY

Billed days were up, largely driven by an increase in average rental length.
The number of rentals was also higher, partly due to the acquisition of a
licensee in Germany in May.

Rental revenue per day was marginally ahead for the full year, with a mixed
performance by country but with some improvement in certain markets in
the second half of the year.

Insurance/Leasing

Overall rental revenue from this customer group was strongly ahead against
prior year, largely benefiting from certain new contracts in the UK which were
won on better terms than the contracts relinquished in the previous year.
There was also good growth in most other markets, including Germany which
benefited from the licensee acquisition referred to above. Whilst volume was
significantly ahead, rental revenue per day was below the prior year in most
markets, largely driven by an increase in rental length.

Avis Licensee revenue

Overall revenue from licensee countries grew by 17.2% with good growth
from all regions and a benefit from the licensing of the Group’s operation in
Greece from July. Excluding this, growth in licensee revenues was 13.8%.

Budget Corporate revenue
Budget Corporate revenue of €43 million was 19.4% ahead of prior year,
driven by continued strong performance in France and the UK.

Budget Licensee revenue

Budget Licensee revenue of €10 million was 11.1% ahead of prior year.
There was continued growth in network revenues across the EMEA region,
especially in Western Europe.

Discontinued operation

Revenue from the discontinued operation in Greece for the seven months
of ownership in 2007 was €49 million, compared to the full year revenue
in 2006 of €81 million.

We continue to seek opportunities to improve the flexibility of
our business, both at Group and local level. The disposal and
licensing of Avis Greece and operations in the Canary Islands,

together with the acquisition of Avis’ largest licensee in Germany
will improve overall returns.
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Business Review continued

Profit overview

€ million 2007 2006* % change
Corporate — continuing operations 124.7 115.8 7.7
Licensee 31.9 26.3 21.3
Avis — continuing operations 156.6 142.1 10.2
Corporate (4.1) (4.6) (0.9
Licensee 1.2 0.2) n/a
Budget? (2.9 (4.8 (39.6)
Headquarter costs (47.2) (47.8) (1.2)
Underlying operating profit - 106.5 89.5 19.0
continuing operations

Underlying operating profit — 7.9 12.6 n/a
discontinued operation

Amounts excluded from underlying (21.1) (27.7) n/a
Operating profit including 93.3 74.4 n/a

discontinued operation and amounts
excluded from underlying

12006 Avis Corporate restated for the €(3.5) million prior year adjustment regarding Portugal.

2 The 2006 allocation of operating profit between the Budget Corporate and Licensee segments
has been restated by €2.3m (decrease in Licensee with a corresponding increase in Corporate)
to ensure that the operating profit is presented on a consistent basis with the Avis segments.

Underlying operating profit from continuing operations was €106.5 million
(2006 — restated: €89.5 million), including a reduced €2.9 million loss from
Budget (2006: loss €4.8 million). After including €7.9 million for the
discontinued operation and adjusting for €21.1 million of net exceptional
charges and gains on foreign exchange derivatives, operating profit was
€93.3 million (2006 — restated: €74.4 million).

Avis operating result

Underlying Avis operating profit on continuing operations of €156.6 million
compared to €142.1 million in the prior year (restated). This, when combined
with slightly reduced headquarter costs of €47.2 million, resulted in an
underlying operating profit of €109.4 million, compared to €94.3 million
(restated) in the prior year.

Underlying operating costs of continuing operations increased by €48.6
million or 4.4% over the prior year (restated) to €1,164.7 million with the
impact of the licensing of the Group’s operation in the Canaries broadly
offsetting the acquisition of a licensee in Germany.

Cost of sales of €721.7 million was €45.9 million or 6.8% higher than the
prior year (restated). Fleet costs were up €33.8 million (or 8.5%), around
half of which was attributable to higher rental volumes. Fleet cost inflation,
together with additional costs resulting from environmental tax changes in
certain countries, were partially mitigated by improved vehicle utilisation and
lower insurance expenses. Selling costs were 8.4% higher due to increased
advertising and commission costs, whilst both revenue and rental related
costs increased in line with volume.

Administrative expenses of €443 million were €2.7 million or 0.6% higher
than the prior year (restated). Staff costs increased by 1.4%, due to salary
inflation, an increase to a full complement in the revenue management team
and the in-sourcing of web-development capabilities, partially offset by the
full year effect of the restructuring programme implemented in the prior year.
Overheads decreased by 0.8%, with a gain of €4.6 million on the disposal
of certain properties and the full year effect of the restructuring being largely
offset by inflationary increases and higher investment in systems.

The Avis Corporate underlying operating profit of €77.5 million was
therefore up €9.5 million on the prior year (restated), whilst Avis Licensees
at €31.9 million were up €5.6 million on the prior year.

All of the exceptional items reported within continuing operations relate
to this business segment and the re-measurement and economic hedge
items excluded from the underlying results relate to headquarter costs.

Budget operating result

Revenue of €53 million was up €8 million on the prior year. Cost of sales of
€28.4 million was €5.3 million higher than the prior year, primarily driven by
volume growth, whilst administrative expenses at €27.2 million were just
€0.1 million higher. Consequently, the underlying operating loss of €2.9 million
was €1.9 million lower than the prior year.

Budget continued the implementation of its turnaround strategy, improving results

through further growth in licensee revenues; good sales performance in the two key
corporately-owned markets, UK and France; and tight control of costs.
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Corporate profitability improved as a result of the continued focus on yielding
and utilisation, combined with strong cost controls. Licensee operating profit
improved given the increase in revenues and tight overhead cost control.

Underlying operating margin

Underlying operating margin on continuing operations, after deducting
headquarters costs, was 8.0%, being 0.9% higher than the prior year (restated).
This increase reflects both volume growth and improved rental revenue per day,
the full year benefit of the restructuring programme and gains on disposal of
properties, together with the continuing turnaround in Budget. These benefits
were partly offset by inflationary cost increases and the higher investment in
revenue management and web development capabilities. Operating margin

mitigated by hedging actions, increased the underlying effective finance
rate on continuing operations to 6.9% in 2007 (2006: 6.7%). This increase,
together with the higher average net debt, resulted in underlying net finance
costs on continuing operations of €69.7 million (2006: €60.0 million).
Underlying net finance costs on the discontinued operation reduced to

€5.5 million, the increase in market rates being more than offset by the
part year of ownership.

Net exceptional charges
Net exceptional charges before taxation of €22.8 million were incurred
in the year, summarised as follows:

on continuing operations after exceptional items, certain re-measurement € million 2007 2006

items and economic hedges was up 2.7% to 7.6%. Restructuring costs 7.1 25.3
Goodwill impairment — continuing operations 4.0 -

Discontinued operation Independent investigation and associated costs 4.8 —

On 25 July 2007 the Group disposed and re-licensed its operation in Greece. Project termination (credit)/costs (2.6) 7.4

Operating profit for the seven months of ownership in 2007 was €7.9 million, Pension scheme amendment - (3.2)

compared to the full year operating profit in 2006 of €12.6 million. Centrus receivables 0.7) (0.6)
Insurance provision release (5.7) -

Net finance costs Net exceptional charges - continuing operations 6.9 28.9

2007 2006  Goodwill impairment and loss on disposal of 15.9 -

€ million restated  discontinued operation

Continuing operations 1,004 889  Net exceptional charges including discontinued operation 22.8 28.9

Discontinued operation 95 168

Average net debt including discontinued operation 1,099 1,057  The net cash cost in 2007 of exceptional items was €11.7 million. (2006:
€28.9 million).

Continuing operations 69.7 60.0

Discontinued operation 5.5 7.2

Underlying net finance costs* 75.2 67.2
including discontinued operation

1 Excludes certain re-measurement items and economic hedges, total gain of €0.8 million
(2006: loss of €0.5 million).

The increase in average net debt of continuing operations from €889 million
to €1,004 million was broadly in line with the average value of the fleet on
the same basis. The rise in market interest rates during the year, in part

Budget’s German franchisee merged
with another key car rental operator in
2007, more than doubling the number of
Budget locations in this key market.

Restructuring costs of €7.1 million (2006: €25.3 million) were incurred

in the year. This was partly in connection with the final elements of the
restructuring project the Group commenced in late 2005 covering the roles
of its European headquarters, corporate operations, shared service centre
and call centres and also certain restructuring activities which commenced
in December 2007. Restructuring costs include redundancy costs and
onerous lease provisions and in the prior year were net of exceptional
pension curtailments of €1.2 million.
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Business Review continued

In June 2007, the Group acquired the assets of a licensee in Germany.

The acquired assets and locations have been integrated into an existing
cash-generating unit. The goodwill previously arising in this unit had been
fully provided for in the past and following a re-evaluation of the impairment
calculations following the latest acquisition, a provision of €4.0 million has
been recognised in respect of the goodwill arising.

Following the identification of potential malpractice in Portugal in the year,
€4.8 million of costs have been recognised in respect of an independent
investigation, both in Portugal and of a review throughout the Group’s
corporately-owned operations in Europe, together with certain directly related
employee termination costs. The independent investigation confirmed that
there was no evidence of malpractice elsewhere in the Group.

Following the Group’s decision in 2004 to terminate an agreement with

an IT contractor, a net exceptional credit of €2.6 million (2006: charge

€7.4 million) has been recognised, after certain additional termination costs,
following the conclusion of a legal case.

During the year the collection of credit hire receivables in respect of the
closed Centrus business was again more successful than anticipated,
resulting in an exceptional credit of €0.7 million (2006: €0.6 million).

During the second half of 2007 the Group reviewed its methodology for
calculating the level of provision required in respect of third party motor
liability losses, including those not yet reported. The provision level is
inevitably subject to a degree of uncertainty as a result of the significant
timescales for claims being made. However, as a result of more accurate
industry data being made available, the Group has updated the method

of calculating the provision based upon the historic claims profile and

the application of insurance industry rental loss development factors. This
should ensure a more consistent and robust assessment of the provision
requirement. The provision re-assessment resulted in an exceptional credit
to the Income Statement of €5.7 million. A periodic re-assessment of the
provision requirement will be carried out, based upon the latest claims profile
and loss development factors, with a subsequent adjustment made to the
provision annually in December if required.

On 25 July 2007, the Group disposed and re-licensed its operation in
Greece, Olympic Commercial and Tourist Enterprises SA. In the interim
accounts the Group recorded a goodwill impairment charge of €7.1 million
to write down the associated goodwill to its estimated fair value. In the
second half, a loss on disposal of €8.8 million was recognised, giving a
total exceptional charge in the year of €15.9 million.
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Certain re-measurement items and economic hedges
The following items have been recognised in the year and are excluded from
underlying profit before tax:

Operating profit Finance items Profit before tax

€ million € million € million

Re-measurement gains/(losses) on 0.7 (2.4) (1.7)
derivative financial instruments

Economic hedge adjustments 1.0 (0.6) 0.4

Foreign exchange gain on borrowings - 3.8 3.8

1.7 0.8 2.5

Re-measurement gains and losses on derivative financial instruments arise
from the recognition in the Income Statement of movements in the fair value
of certain derivatives under IAS 39, Financial Instruments: Recognition and
Measurement. The Group uses such derivatives to hedge its underlying
economic positions, but only applies hedge accounting to those relationships
where it is both permissible and practicable to do so.

Re-measurement gains and losses on derivative financial instruments are
excluded from underlying profit. However, an economic hedge adjustment is
then made to underlying profit to the extent the re-measurement gain or loss
economically hedges the movement in a related position that itself has been
recognised in underlying profit.

Accounting standards as applied also restrict the recognition of borrowings
as part of a net investment in foreign operations. Foreign exchange
movements on certain short-term borrowings are therefore recognised in
the Income Statement, but are excluded from underlying profit.

Taxation

€ million 2007 2006

Underlying taxation:

Continuing operations 11.4 8.8

Discontinued operation (credit)/charge (1.1) 2.4
10.3 11.2

Charge/(credit) on exceptional items 6.4 (5.7)

Charge on certain re-measurement items and 0.1 0.2

economic hedges

Taxation charge including exceptional items, certain 16.8 5.7

re-measurement items and economic hedges and
discontinued operation

The underlying effective rate of taxation on continuing operations was 30%
(2006 — restated: 30%). The 2007 effective rate was impacted by a reduction
of deferred tax assets following the lowering of the UK corporation tax rate.
This increase was largely offset by a reduction of deferred tax liabilities
following the lowering of the Italian corporation tax rate. The remaining
change in the rate is a consequence of results arising in different jurisdictions.



The underlying tax credit in respect of discontinued operations was

€1.1 million in 2007 compared to a charge of €2.4 million in 2006. The
change primarily arises from a reduction of deferred tax liabilities following
the lowering of the corporate tax rate in Greece in 2007.

The tax charge on exceptional, certain re-measurement items and
economic hedges in 2007 was €6.5 million compared to a €5.5 million
credit in 2006, the charge in the year reflecting a more conservative
approach being adopted to the deductibility of certain expenses recorded
in the current and prior year.

Fleet

The majority of vehicles continue to be subject to manufacturer re-purchase
arrangements, which guarantee a disposal value at the end of the holding
period, thereby reducing the Group’s residual value risk exposure. The split
between the closing non-repurchase and repurchase vehicles on the Balance
Sheet is set out below:

recognised profit of €14.1 million. This comprised the profit attributable
to equity holders recognised in the Income Statement of €3.0 million and
net income of €11.1 million recognised directly in reserves. The principal
components of the latter are an actuarial gain in respect of the Group’s
pension scheme recognised in the year, partially offset by an adverse
movement in the cash flow hedge reserve.

Cash flow/net debt movement

2007 2006
€ million restated”
Net cash generated from operating activities 436  262.1
Net cash used in investing activities (70.6) (149.4)
Net cash used in financing activities (33.8) (86.4)
Net change in cash and cash equivalents (60.8) 26.3
before exchange
Other movements in net debt resulting from cash flows  (65.9) 29.6
Debt disposed with the operation in Greece 196.7 -
New finance leases (48.3) (110.1)

2007 2006  Other non-cash movements, including the effects 53 (8.1)
£ million (net book amount) restated!  Of exchange
Non-repurchase vehicles on fleet 448.7 509.4  Movement in net debt 27.0  (62.3)
Non-repurchase vehicles held for resale 7.1 8.4
Manufacturer repurchase vehicles 878.9 907.3 1 Restated following the prior year adjustment regarding Avis Portugal.
Total fleet 1,334.7 1,425.1

1 Restated following the prior year adjustment regarding Avis Portugal.

The average number of fleet units operated in continuing operations during
the year increased by 4.3% to 118,000 vehicles. This increase is largely

a consequence of the increase in rental volumes partially offset by the
improvement in utilisation. Within this total, vehicles under non-repurchase
operating leases represented 15.2% (2006: 15.9%). The Income Statement
charge for these vehicles, and those vehicles used under short-term hire
arrangements, was €79.0 million (2006: €67.3 million), an increase due

to the value of this type of vehicle, mainly from the effect of the acquisition
of the licensee in Germany in the period, and more cars used on short-term
hire arrangements.

Return on capital employed

Return on capital employed (ROCE) for underlying continuing operations
improved from 8.5% for 2006 to 9.1% for 2007 primarily as a result of the
higher underlying operating profit.

The calculation methodology for the Group’s ROCE is described in detail in
Note 26 to the Consolidated Financial Statements.

Shareholders’ funds and returns
At the end of the year, shareholders’ equity was 