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INTRODUCTORY NOTE

Unless the context otherwise requires in this Annual Report on Form 10-K, or “Annual Report” we use the following
defined terms:

(i) “Hertz Holdings” means Hertz Global Holdings, Inc., our top-level holding company;

(ii)“HertZ” means The Hertz Corporation, our primary operating company and a direct wholly-owned subsidiary of

Hertz Investors, Inc., which is wholly-owned by Hertz Holdings;
(iii) "the Company," “we,” “us” and “our” mean Hertz Holdings and its consolidated subsidiaries;
(iv) "Dollar Thrifty" means Dollar Thrifty Automotive Group, Inc., a consolidated subsidiary of the Company since
being acquired in late 2012;
“HERC” means Hertz Equipment Rental Corporation, Hertz's wholly-owned equipment rental subsidiary, together
(v)with our various other wholly-owned international subsidiaries that conduct our industrial, construction, material
handling and entertainment equipment rental business;
vi) "Donlen" means Donlen Corporation, a consolidated subsidiary of the Company. Donlen conducts our fleet
leasing and management services.
“cars” means cars, crossovers and light trucks (including sport utility vehicles and, outside North America, light
commercial vehicles);
“program cars” means cars purchased by car rental companies under repurchase or guaranteed depreciation
programs with car manufacturers;
(ix)“non-program cars” means cars not purchased under repurchase or guaranteed depreciation programs for which we
are exposed to residual risk;
(x) “company-operated” rental locations are those through which we, or an agent of ours, rent cars that we own or lease;
(xi)“equipment” means industrial, construction and material handling equipment;
(xii) *“Total RPD” means total revenue per transaction day;
*"Dollar Utilization" means revenue derived from the rental of equipment divided by the cost of the equipment
(xiii)including additional capitalized refurbishment costs (with the basis of refurbished assets reset at the
refurbishment date);
(xiv) *"Time Utilization" means the percentage of time an equipment unit is on-rent during a given period.

(vii)

(viii)

* Represents a Non-GAAP financial measure that is defined and reconciled to the most comparable U.S.GAAP
financial measure, where applicable, in the "Results of Operations and Selected Operating Data by Segment" section
of our Management's Discussion & Analysis ("MD&A").

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

Certain statements contained or incorporated by reference in this Annual Report and in reports we subsequently file

with the United States Securities and Exchange Commission, or the “SEC,” on Forms 10-K, 10-Q, file or furnish on

Form 8-K, and in related comments by our management, include “forward-looking statements.” Forward-looking

statements include information concerning our liquidity and our possible or assumed future results of operations,

including descriptions of our business strategies. These statements often include words such as “believe,” “expect,”

“project,” "potential," “anticipate,” “intend,” “plan,” “estimate,” “seek,” “will,” “may,” “would,” “should,” “could,” “forecasts
expressions. These statements are based on certain assumptions that we have made in light of our experience in the

industry as well as our perceptions of historical trends, current conditions, expected future developments and other

factors we believe are appropriate in these circumstances. We believe these judgments are reasonable, but you should
understand that these statements are not guarantees of performance or results, and our actual results could differ

29 ¢ EEINT3 LR T3



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

materially from those expressed in the forward-looking statements due to a variety of important factors, both positive
and negative, that may be revised or supplemented in subsequent reports on SEC Forms 10-K, 10-Q and 8 K.

Some important factors that could affect our actual results and cause them to differ materially from those expressed in
forward-looking statements include, among others, those that may be disclosed from time to time in subsequent
reports filed with the SEC, those described under “Risk Factors™ set forth in Item 1A of this Annual Report, and the
following, which were derived in part from the risks set forth in Item 1A of this Annual Report:
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INTRODUCTORY NOTE (Continued)

the effect of the restatement of our previously issued financial results for the years ended December 31, 2012 and
2013 as described in Note 2 to the restated financial statements, and any claims, investigations or proceedings arising
as a result;

our ability to remediate the material weaknesses in our internal controls over financial reporting described in Item 9A
of this Annual Report;

the effect of our proposed separation of HERC and ability to obtain the expected benefits of any related transaction;
levels of travel demand, particularly with respect to airline passenger traffic in the United States and in global
markets;

significant changes in the competitive environment, including as a result of industry consolidation, and the effect of
competition in our markets on rental volume and pricing, including on our pricing policies or use of incentives;

an increase in our fleet costs as a result of an increase in the cost of new vehicles and/or a decrease in the price at
which we dispose of used vehicles either in the used vehicle market or under repurchase or guaranteed depreciation
programs;

occurrences that disrupt rental activity during our peak periods;

our ability to achieve and maintain cost savings and efficiencies and realize opportunities to increase productivity and
profitability;

our ability to accurately estimate future levels of rental activity and adjust the size and mix of our fleet accordingly;
our ability to maintain sufficient liquidity and the availability to us of additional or continued sources of financing for
our revenue earning equipment and to refinance our existing indebtedness;

our ability to integrate the car rental operations of Dollar Thrifty and realize operational efficiencies from the
acquisition;

our ability to maintain access to third-party distribution channels, including current or favorable prices, commission
structures and transaction volumes;

the operational and profitability impact of the divestitures that we agreed to undertake in order to secure regulatory
approval for the acquisition of Dollar Thrifty;

an increase in our fleet costs or disruption to our rental activity, particularly during our peak periods, due to safety
recalls by the manufacturers of our vehicles and equipment;

changes to our senior management team;

a major disruption in our communication or centralized information

networks;

financial instability of the manufacturers of our vehicles and equipment, which could impact their ability to perform
under agreements with us and/or their willingness or ability to make cars available to us or the car rental industry on
commercially reasonable terms;

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

our ability to maintain profitability during adverse economic cycles and unfavorable external events (including war,
terrorist acts, natural disasters and epidemic disease);

shortages of fuel and increases or volatility in fuel costs;

our ability to successfully integrate acquisitions and complete dispositions;

our ability to maintain favorable brand recognition;

costs and risks associated with litigation and investigations;

risks related to our indebtedness, including our substantial amount of debt, our ability to incur substantially more debt
and increases in interest rates or in our borrowing margins;

ii
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our ability to meet the financial and other covenants contained in our Senior Credit Facilities, our outstanding
unsecured Senior Notes and certain asset-backed and asset-based arrangements;

changes in accounting principles, or their application or interpretation, and our ability to make accurate estimates and
the assumptions underlying the estimates, which could have an effect on earnings;

changes in the existing, or the adoption of new laws, regulations, policies or other activities of governments, agencies
and similar organizations where such actions may affect our operations, the cost thereof or applicable tax rates;

the effect of tangible and intangible asset impairment charges;

our exposure to uninsured claims in excess of historical levels;

fluctuations in interest rates and commodity prices;

our exposure to fluctuations in foreign exchange rates; and

other risks described from time to time in periodic and current reports that we file with the SEC.

You should not place undue reliance on forward-looking statements. All forward-looking statements attributable to us
or persons acting on our behalf are expressly qualified in their entirety by the foregoing cautionary statements. All
such statements speak only as of the date made, and we undertake no obligation to update or revise publicly any
forward-looking statements, whether as a result of new information, future events or otherwise.

iii
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EXPLANATORY NOTE

This Annual Report on Form 10-K for the year ended December 31, 2014 includes consolidated financial statements
for the years ended December 31, 2012, 2013 and 2014. The consolidated financial statements for the years ended
December 31, 2012 and 2013 and selected financial data for the years ended December 31, 2011 (unaudited), 2012,
and 2013 are restated.

During the preparation of our Form 10-Q for the first quarter of 2014, misstatements were identified in our previous
financial statements relating to the capitalization and timing of depreciation for certain non-fleet assets, allowances for
doubtful accounts in Brazil, as well as other items. These misstatements, in combination with misstatements
previously identified in the revision included in our 2013 Form 10-K/A related to vehicle vendor allowances for
marketing and misstatements related to the Brazil operations, which is further described in Note 2, Restatement, to the
Notes to our consolidated financial statements under the caption Item 8, Financial Statements and Supplementary Data
("Note 2 - Restatement") resulted in the Audit Committee of our Board of Directors (the “Audit Committee” and the
“Board”), in consultation with our management, concluding on June 3, 2014 that our financial statements for 2011
should no longer be relied upon and would require restatement.

In light of the above, in June 2014, the Audit Committee directed that two complementary processes be undertaken.
First, the Audit Committee directed management to conduct a thorough review of our financial records for fiscal years
2011, 2012, and 2013 to determine whether further adjustments were necessary. This review, which was conducted
with the assistance of outside consultants, identified additional misstatements, including misstatements related to:
capitalization and timing of depreciation for non-fleet capital and information technology expenditures;

accruals for uninvoiced non-fleet vendor obligations;
accrual for salvage vehicles;
the amortization period associated with vehicle registration and license fees;

reserve estimates associated with allowances for uncollectible amounts receivable for renter obligations related to
damaged vehicles;

reserve estimates associated with allowances for doubtful accounts, including credit memos;
reserve estimates associated with probable credit card charge backs;

accruals for customer rewards programs;

accrued unbilled revenue;

reserve estimates associated with allowances for doubtful accounts for the Brazil operations;
accruals for travel vouchers associated with the Brazil operations;

Brazil operations litigation reserves;

other assets and intercompany accounts for the Brazil operations;
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accruals for restoration obligations at the end of facility leases; and

disclosure of gross equipment and accumulated depreciation balances associated with the capitalization of
refurbishment costs.
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On November 10, 2014, the Audit Committee, in consultation with our management, concluded that additional
proposed adjustments arising out of the review were material to our 2012 and 2013 financial statements and that, as a
result, our 2012 and 2013 financial statements also would require restatement. Those restated financial statements are
included in Item 8 of this Annual Report on Form 10-K. Throughout this Annual Report, the misstatements resulting
in the restatement of the Company’s financial statements are referred to as “restatement matters”.

The second process, which we commenced in June 2014, involved an internal investigation of certain matters related
to the accounting during prior periods. The investigation was undertaken by outside counsel, along with independent
counsel for the Audit Committee. Counsel received assistance from outside consultants and new senior accounting
and compliance personnel. The internal investigation is complete, although our outside counsel and the independent
counsel to the Audit Committee continue to provide forensic and investigative support in connection with certain
proceedings discussed in Item 3, "Legal Proceedings" and in Item 8, Note 14, “Contingencies and Off-Balance Sheet
Commitments” to the consolidated financial statements in this Annual Report on Form 10-K involving our restatements
and related accounting for prior periods.

Based on the internal investigation, our review of our financial records, and other work completed by our
management, the Audit Committee has concluded that there were four categories of material weaknesses in our
internal control over financial reporting that contributed to the material misstatements in the 2011, 2012 and 2013
consolidated financial statements. These four categories of material weaknesses as of December 31, 2014 are
described below. For further information regarding management’s assessment of internal control over financial
reporting, please see Item 9A, "Controls and Procedures," in this Annual Report on Form 10-K.

Control Environment

As of December 31, 2014, we did not maintain an effective control environment primarily attributable to the following
identified material weaknesses:

Our investigation found that an inconsistent and sometimes inappropriate tone at the top was present under the then
existing senior management that did not in certain instances result in adherence to accounting principles generally
accepted in the United States of America (“GAAP”) and Company accounting policies and procedures. In particular, our
former Chief Executive Officer’s management style and temperament created a pressurized operating environment at
the Company, where challenging targets were set and achieving those targets was a key performance expectation.
There was in certain instances an inappropriate emphasis on meeting internal budgets, business plans, and current
estimates. Our former Chief Executive Officer further encouraged employees to focus on potential business risks and
opportunities, and on potential financial or operating performance gaps, as well as ways of ameliorating potential risks
or gaps, including through accounting reviews. This resulted in an environment which in some instances may have led
to inappropriate accounting decisions and the failure to disclose information critical to an effective review of
transactions and accounting entries, such as certain changes in accounting methodologies, to the appropriate finance
and accounting personnel or our Board, Audit Committee, or independent registered public accounting firm.

We did not have a sufficient complement of personnel with an appropriate level of knowledge, experience, and
training commensurate with our financial reporting requirements to ensure proper selection and application of GAAP
in certain circumstances.

We did not establish clear reporting structures, reporting lines, and decisional authority responsibilities in the
organization.

We did not design effective controls over the non-fleet procurement process, which was exacerbated by the lack of
training of field personnel as part of our Oracle enterprise resource planning ("ERP") system implementation during
2013.

10
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These material weaknesses in the control environment resulted in certain instances of inappropriate accounting
decisions and inappropriate changes in accounting methodology and contributed to the following additional material
weaknesses:

11
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We did not design and maintain effective controls over certain accounting estimates. Specifically, we did not design

and maintain controls over the effective review of the models, assumptions, and data used in developing estimates or
changes made to assumptions and data, related to information technology expenditures; reserve estimates associated

with allowances for uncollectible amounts receivable for renter obligations related to damaged vehicles; and accrued
unbilled revenue.

We did not design and maintain effective controls over the review, approval, and documentation related to journal
entries.

We did not design and maintain effective controls over changes to our policies and procedures over GAAP, as well as
the review, approval, and documentation related to the application of GAAP.

Risk Assessment

We did not effectively design controls in response to the risks of material misstatement. This material weakness
contributed to the following additional material weaknesses:

We did not design effective controls over certain business processes including our period-end financial reporting
process. This includes the identification and execution of controls over the preparation, analysis, and review of
significant account reconciliations and closing adjustments required to assess the appropriateness of certain account
balances at period end.

Information and Communication

As of December 31, 2014, we did not maintain effective controls over information and communications. Specifically,
we did not have an adequate process for internally communicating information between the accounting department
and other operating departments necessary to support the proper functioning of internal controls. This material
weakness led to misstatements in the capitalization and timing of depreciation of non-fleet capital.

Monitoring

We did not design and maintain effective monitoring controls related to the design and operational effectiveness of
our internal controls. Specifically, we did not maintain personnel and systems within the internal audit function that
were sufficient to ensure the adequate monitoring of control activities. This control deficiency resulted in some
instances of the internal audit function’s failure to identify or sufficiently follow through on the analysis of certain
inappropriate accounting decisions and changes in accounting methodology.

Our incorrect accounting was caused by the foregoing control deficiencies, along with a complex mix of structural and
environmental factors. One of those factors was the tone set and pressures imposed by our former Chief Executive
Officer, which were inappropriate in certain instances, and may have been a factor influencing one or more employees
to record an accounting entry now determined to be improper. Other factors affecting the overall historic accounting
environment and employees included the distraction caused by the multiple, conflicting business initiatives;
challenges related to managing complex, inefficient legacy systems; the lack of a sufficient complement of personnel
with an appropriate level of knowledge, experience, and training with GAAP; unclear reporting structures, reporting
lines, and decisional authority in the organization; and other matters. Taken together, these factors fostered a control
environment and other control deficiencies that in some instances enabled inappropriate accounting.

One or more of the foregoing control deficiencies contributed to the restatement of our financial statements for the

years 2012 and 2013 and each of the quarters of 2013, including the misstatements of direct operating expenses,
accounts payable, accrued liabilities, allowance for doubtful accounts, prepaid expenses and other assets,and non-fleet

12
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property and equipment and the related accumulated depreciation. Additionally, the foregoing control deficiencies
could result in material misstatements of the consolidated financial statements that would not be prevented or
detected. Accordingly, our management has determined that these control deficiencies constitute material weaknesses.

Management has assessed our internal control over financial reporting at December 31, 2014 and identified the
material weaknesses described above and, accordingly, has concluded that our internal control over financial reporting
was not effective at December 31, 2014. In addition, our Chief Executive Officer and Chief Financial Officer have
evaluated

vi
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the findings and conclusions of the Audit Committee’s investigation, as well as the review of our financial records, and
based on this evaluation have concluded that our disclosure controls and procedures are not effective at December 31,
2014, because of the existence of the four categories of material weaknesses described above.

Our independent auditors, PricewaterhouseCoopers LLP, have audited management’s assessment of internal control
over financial reporting at December 31, 2014 and in their opinion concluded that we did not maintain, in all material
respects, effective internal control over financial reporting as of December 31, 2014, based on criteria established in
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) because the above described material weaknesses in our internal control over
financial reporting existed at December 31, 2014.

We have taken, and continue to take, action to remediate the identified material weaknesses. For example, in the last
two years, the Company searched for and hired a new Chief Executive Officer, Chief Financial Officer, Chief
Accounting Officer, General Counsel, and over twenty highly qualified vice president- or director-level accounting
employees from outside the Company, and changed and enhanced leadership in the business units associated with the
restatement matters. Moreover, in response to the restatement matters and other matters identified as restatement
adjustments, under the direction of the Audit Committee, commencing with the 2013 year-end close process, our
senior management has directed that we dedicate additional resources and take further steps to strengthen control
processes and procedures in order to identify and rectify past accounting misstatements and prevent a recurrence of
the circumstances that resulted in the need to restate prior period financial statements.

We have, and continue to, identify and implement actions to improve the effectiveness of our internal control over
financial reporting and disclosure controls and procedures, including plans to enhance our resources and training with
respect to financial reporting and disclosure responsibilities, and to review such actions with the Audit Committee and
our independent auditors. For more information on the status of our remediation efforts, please see Item 9A, "Controls
and Procedures," in this Annual Report on Form 10-K.

As a result of the foregoing, we have restated our financial statements for the years ended December 31, 2012 and
2013, including the 2013 interim periods. Moreover, because we have failed to file Quarterly Reports on Form 10-Q
for the quarters in the year ended December 31, 2014, we include in this Annual Report on Form 10-K the financial
data and discussion for the three quarters of 2014 that would typically be disclosed in a Form 10-Q. The restatement
also affects periods prior to 2012. The impact of the restatement on such prior periods is reflected as an adjustment to
opening retained earnings as of January 1, 2012. In addition, we are including restated unaudited selected financial
data for the year ended December 31, 2011.

The restatement of previously issued financial statements reduced our net earnings and diluted earnings per share in
the year ended December 31, 2012 by approximately $58 million or $0.13 per share and in the year ended December
31,2013 by $51 million or $0.11 per share. The cumulative impact of the out of period misstatements for all
previously reported periods through December 31, 2013, including amounts associated with the revision previously
reported in the 2013 Form 10-K/A, was approximately a $349 million reduction in pre-tax income and $231 million
reduction in net income. Excluding the revision included in the 2013 Form 10-K/A of $26 million on a pre-tax basis
and $17 million on an after-tax basis, approximately $160 million on a pre-tax basis and $100 million on an after-tax
basis is included as a reduction to opening retained earnings as of January 1, 2012.

Note 2, "Restatement," to our consolidated financial statements discloses the nature of the restatement matters and
adjustments and shows the impact of the restatement matters on revenues, expenses, income, assets, liabilities, equity,
and cash flows from operating activities, investing activities, and financing activities, and the cumulative effects of
these adjustments on the consolidated statement of operations, balance sheet, and cash flows for 2012 and 2013. For
information on the impact of the restatement on the year 2011, reference is made to Item 6, "Selected Financial Data,"

14
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in this Annual Report on Form 10-K.

We have not amended, and do not intend to amend, our Annual Reports on Form 10-K or Quarterly Reports on Form
10-Q for periods prior to December 31, 2014. We also do not intend to file Quarterly Reports on Form 10-Q for the
quarters in the year ended December 31, 2014. The financial statements and related financial information contained in
any of our reports filed prior to this Annual Report on Form 10-K for the year ended December 31, 2014 should no
longer be relied upon.

vii
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PART I
ITEM 1. BUSINESS

OUR COMPANY

We operate our car rental business through the Hertz, Dollar, Thrifty and Firefly brands, as of December 31, 2014,
from approximately 10,880 corporate and franchisee locations in North America, Europe, Latin and South America,
Asia, Australia, Africa, the Middle East and New Zealand. We are one of the largest worldwide airport general use car
rental companies and our Hertz brand has approximately 9,395 corporate and franchisee locations in 145 countries.
Our Dollar and Thrifty brands combined have approximately 1,380 corporate and franchisee locations in 77 countries
and our Firefly brand has approximately 105 corporate and franchisee locations in 12 countries. Our Hertz brand name
is one of the most recognized in the world, signifying leadership in quality rental services and products. We have an
extensive network of rental locations in the United States, or "U.S.," and in all major European markets. We believe
that we maintain one of the leading airport car rental brand market shares, by overall reported revenues, in the U.S.
and at approximately 130 major airports in Europe where we have company-operated locations and where data
regarding car rental concessionaire activity is available. Our equipment rental business is operated through the Hertz
Equipment Rental brand from more than 350 branches in the U.S., Canada, France, Spain, the United Kingdom, China
and Saudi Arabia, as well as through our international franchisees. In addition to car rental and equipment rental
businesses, we provide fleet leasing and management services through our Donlen subsidiary.

CORPORATE HISTORY

Hertz Holdings was incorporated in Delaware in 2005 to serve as the top-level holding company for Hertz Investors,
Inc. which wholly owns The Hertz Corporation, or “Hertz,” our primary operating company.

We are a successor to corporations that have been engaged in the car and truck rental and leasing business since 1918
and the equipment rental business since 1965. Hertz was incorporated in Delaware in 1967. Ford Motor Company
acquired an ownership interest in Hertz in 1987 and in 2001 owned 100% of Hertz through one or more of its
subsidiaries.

In December 2005, certain private investment funds, which we refer to collectively as the “Sponsors,” through Hertz
Investors Inc., acquired all of Hertz common stock from Ford Holdings LLC.

In 2006, we conducted an initial public offering of our common stock and as a result our common stock trades on the
New York Stock Exchange ("NYSE") under the symbol "HTZ".

The Sponsors sold substantially all of their common stock between 2006 and 2013.

In May 2013, we announced plans to relocate our worldwide headquarters to Estero, Florida from Park Ridge, New
Jersey which is expected to be completed by late 2015.

On December 30, 2013, the board of directors of Hertz Holdings declared a dividend of one preferred share purchase
right for each outstanding share of Hertz Holdings common stock, to purchase from Hertz Holdings one
ten-thousandth of a share of Series A Junior Participating Preferred Stock, par value $0.01 per share, of Hertz
Holdings at a price of $115.00 per one ten-thousandth of a share of preferred stock, subject to adjustment as provided
in the associated rights agreement. The description and terms of the preferred share purchase rights are set forth in a
rights agreement, dated as of December 30, 2013, between Hertz Holdings and Computershare Trust Company, N.A.,
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as rights agent. No preferred shares were issued under the agreement and the preferred share purchase rights expired
in accordance with their terms on December 29, 2014.
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In March 2014, we announced that our Board of Directors approved plans to separate Hertz into two independent,
publicly traded companies. One of the companies will continue to operate the Hertz, Dollar, Thrifty and Firefly car
rental businesses as well as Donlen; and the other will operate the Hertz Equipment Rental Corporation, or "HERC."
The separation is planned to be in the form of a tax-free spin-off to Hertz Holdings shareholders, and we expect to
separate the businesses in a tax-efficient manner.

OUR BUSINESS SEGMENTS

We have identified four reportable segments, which are organized based on the products and services provided by our
operating segments and the geographic areas in which our operating segments conduct business, as follows:

U.S. Car Rental - Rental of cars, crossovers and light trucks, as well as ancillary products and services, in the U.S. We
maintain a substantial network of car rental locations and we believe we have the largest number of
company-operated airport car rental locations in the U.S., enabling us to provide consistent quality and service. We
also have franchisees and associates that operate rental locations under our brands throughout the U.S.

International Car Rental - Rental of cars, crossovers and light trucks, as well as ancillary products and services,
internationally. We maintain a substantial network of company-operated car rental locations internationally, a
majority of which are in Europe. Our franchisees and associates also operate rental locations in approximately 144
countries and jurisdictions, including many of the countries in which we also have company-operated rental locations.
Worldwide Equipment Rental - Rental of industrial, construction, material handling and other equipment. We believe
that HERC is one of the largest equipment rental companies in the U.S. and Canada combined. HERC rents a broad
range of earthmoving, material handling, aerial and electrical equipment, air compressors, power generators, pumps,
small tools, compaction equipment, construction-related trucks, and other commercial vehicles. HERC also derives
revenues from the sale of new equipment and contractor supplies as well as through its Hertz Entertainment Services
division, which rents studio and production equipment products used primarily in the U.S. entertainment industry.

All Other Operations - Comprised of our Donlen business, which provides fleet leasing and management services, and
other business activities, such as our Hertz Claims Management subsidiary ("HCM"), which provides our claim
management service. Donlen is a leading provider of fleet leasing and management services for corporate fleets.
Donlen's fleet management programs provide outsourcing solutions to reduce fleet operating costs and improve driver
productivity. These programs include administration of preventive maintenance, advisory services, and fuel and
accident management along with other complementary services. Additionally, Donlen provides a specialized
consulting and technology expertise that allows us to model, measure and manage fleet performance more effectively
and efficiently.

Set forth below are charts showing revenues by reportable segment and revenues by geographic area for the year
ended December 31, 2014, and revenue earning equipment at net book value as of December 31, 2014:
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For further financial information on our segments for the years ended December 31, 2014, 2013 and 2012, see (i) Note
12, "Segment Information," to the Notes to our consolidated financial statements under the caption Item 8, "Financial
Statements and Supplementary Data” and (ii) Item 7, "Management's Discussion and Analysis of Financial Condition
and Results of Operations—Results of Operations and Selected Operating Data by Segment" included in this Annual
Report.

U.S. and International Car Rental Segments

Our U.S. and international car rental segments generated $6,471 million and $2,436 million, respectively, in revenues
during the year ended December 31, 2014.

Markets

We believe that the global car rental industry exceeds $51 billion in annual revenues. According to Auto Rental News,
car rental industry revenues in the U.S. were estimated to be approximately $26 billion for 2014 and grew in 2014 by
7%. Rentals by airline travelers at or near airports, or ‘‘airport rentals,”” are influenced by developments in the travel

3
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industry and particularly in airline passenger traffic, or ‘‘enplanements,’’ as well as the Gross Domestic Product, or *‘GDP.”’
The off airport portion of the industry has rental volume primarily driven by local business use, leisure travel and
insurance replacements.

We believe car rental industry revenues in Europe account for over $13 billion in annual revenues, with the airport
portion of the industry comprising approximately 38% of the total. Because Europe has generally demonstrated a

lower historical reliance on air travel, the European off airport car rental market is significantly more developed than it

is in the U.S. Within Europe, the largest markets are Germany, France, Spain, Italy and the United Kingdom. We

believe total rental revenues for the car rental industry in Europe in 2014 were approximately $11 billion in ten
countries—Germany, the United Kingdom, France, Italy, Spain, the Netherlands, Belgium, the Czech Republic,
Luxembourg and Slovakia—where we have company-operated rental locations and approximately $2 billion in 11 other
countries—Ireland, Sweden, Portugal, Greece, Denmark, Austria, Poland, Finland, Malta, Hungary and Romania—where
our Hertz brand is present through our franchisees.

We believe car rental industry revenues in Asia Pacific account for over $12 billion in annual revenues, with the
airport portion of the industry comprising approximately 20% of the total. Within Asia Pacific, the largest markets are
China, Australia, Japan and South Korea. In each of these markets we have company-operated rental locations or
where our Hertz brand is present through our partners, franchisees or companies in which we own an equity interest
and to whom we have licensed the Hertz brand.

Brands

Our U.S. and international car rental businesses are primarily operated through four brands - Hertz, Dollar, Thrifty and
Firefly. We offer multiple brands in order to provide customers a full range of rental services at different price points.
Each of our brands generally maintains separate airport counters, reservations and reservation systems, marketing and
all other customer contact activities, however a single management team manages all four brands.

The Hertz brand is one of the most recognized brands in the world. Our customer surveys in the U.S. indicate that
Hertz is the car rental brand most associated with the highest quality service. This is consistent with numerous
published best-in-class car rental awards that we have won, both in the U.S. and internationally, over many years. We
have sought to support our reputation for quality and customer service in car rental through a variety of innovative
service offerings, such as our customer loyalty program and our global expedited rental program (Gold Plus Rewards),
our one-way rental program (Rent-it-Here/Leave-it-There), our national-scale luxury rental program (Prestige
Collection), our sports car rental program (Adrenaline Collection), our environmentally friendly rental program
(Green Traveler Collection), our elite sports and luxury car rental program (Dream Cars), our car sharing service
(Hertz 24/7™) and our in-car navigational services (Hertz NeverLost). We intend to maintain our position as a
premier provider of rental services through an intense focus on service, quality and product innovation.

Dollar and Thrifty are positioned as value car rental brands in the travel industry. The Dollar brand's main focus is
serving the airport vehicle rental market, which is comprised of business and leisure travelers. The majority of its
locations are on or near airport facilities. Dollar operates primarily through company-owned locations in the U.S. and
Canada, and also licenses to independent franchisees which operate as a part of the Dollar brand system. Thrifty
serves both the airport and off airport markets through company-owned locations in the U.S. and Canada and licenses
to independent franchisees which operate as part of the Thrifty brand system.

In March 2013, we launched our Firefly brand in Europe, which is a deep value brand for price conscious leisure
travelers. In August 2013, we announced the expansion of our Firefly brand into the U.S. We have Firefly locations
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servicing local area airports in select U.S. and international leisure markets where other deep value brands have a
significant presence. Firefly enables us to access the highly value-conscious, leisure car rental market in the U.S.
which we temporarily exited in 2012 after divesting our Simply Wheelz subsidiary, which operated our Advantage

brand.

4
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Operations
Locations

We operate both airport and off airport locations which utilize common car fleets, are supervised by common country,
regional and local area management, use many common systems and rely on common maintenance and administrative
centers. Additionally, our airport and off airport locations utilize common marketing activities and have many of the
same customers. We regard both types of locations as aspects of a single, unitary, car rental business.

Airport

As of December 31, 2014, we had approximately 1,715 airport rental locations in the U.S. and 1,395 airport rental
locations internationally. Our international car rental operations have company-operated locations in Australia,
Belgium, Brazil, Canada, the Czech Republic, France, Germany, Italy, Luxembourg, the Netherlands, New Zealand,
Puerto Rico, Slovakia, Spain, the United Kingdom and the U.S. Virgin Islands. We believe that our extensive U.S. and
international network of company-operated locations contributes to the consistency of our service, cost control, fleet
utilization, yield management, competitive pricing and our ability to offer one-way rentals.

For our airport company-operated rental locations, we have obtained concessions or similar leasing, licensing or
permitting agreements or arrangements, collectively “concessions,” granting us the right to conduct a car rental business
at the respective airport. Our concessions were obtained from the airports' operators, which are typically governmental
bodies or authorities, following either negotiation or bidding for the right to operate a car rental business. The terms of
an airport concession typically require us to pay the airport's operator concession fees based upon a specified
percentage of the revenues we generate at the airport, subject to a minimum annual guarantee. Under most

concessions, we must also pay fixed rent for terminal counters or other leased properties and facilities. Most
concessions are for a fixed length of time, while others create operating rights and payment obligations that are
terminable at any time.

The terms of our concessions typically do not forbid us from seeking, and in a few instances actually require us to
seek, reimbursement from customers of concession fees we pay; however, in certain jurisdictions the law limits or
forbids our doing so. Where we are required or permitted to seek such reimbursement, it is our general practice to do
so. Certain of our concession agreements require the consent of the airport's operator in connection with material
changes in our ownership. A growing number of larger airports are building consolidated airport car rental facilities to
alleviate congestion at the airport. These consolidated rental facilities may eliminate certain competitive advantages
among the brands as competitors operate out of one centralized facility for both customer rental and return operations,
share consolidated busing operations and maintain image standards mandated by the airports. See Item 1A, "Risk
Factors” in this Annual Report.

Off Airport

As of December 31, 2014, we had approximately 3,695 off airport locations in the U.S. and 4,075 off airport rental
locations internationally. Our off airport rental customers include people who prefer to rent cars closer to their home
or place of work for business or leisure purposes, as well as those needing to travel to or from airports. Our off airport
customers also include people who have been referred by, or whose rental costs are being wholly or partially
reimbursed by, insurance companies following accidents in which their cars were damaged, those expecting to lease
cars that are not yet available from their leasing companies and those needing cars while their vehicle is being repaired
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or is temporarily unavailable for other reasons; we call these customers “replacement renters.”

When compared to our airport rental locations, an off airport rental location typically uses smaller rental facilities with
fewer employees, conducts pick-up and delivery services and serves replacement renters using specialized systems
and processes. On average, off airport locations generate fewer transactions per period than airport locations.

Although we believe our market share for off airport rentals is generally smaller than our market share for airport
rentals, our off airport locations offer us the following benefits:
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Provides customers a more convenient and geographically extensive network of rental locations, thereby creating
revenue opportunities from replacement renters, non-airline travel renters and airline travelers with local rental needs;

Provides a more balanced revenue mix by reducing our reliance on air travel and therefore limiting our exposure to
external events that may disrupt airline travel trends;

Contributes to higher fleet utilization as a result of the longer average rental periods associated with off airport
business, compared to those of airport rentals;

Insurance replacement rental volume is less seasonal than that of other business and leisure rentals, which permits
efficiencies in both fleet and labor planning; and

Cross-selling opportunities exist for us to promote off airport rentals among frequent airport Hertz Gold Plus Rewards
program renters and, conversely, to promote airport rentals to off airport renters. In view of those benefits, we intend
to seek profitable growth in the off airport rental market, both in the U.S. and internationally.

Rates

We rent a wide variety of makes and models of cars. We rent cars on an hourly (in select markets), daily, weekend,
weekly, monthly or multi-month basis, with rental charges computed on a limited or unlimited mileage rate, or on a
time rate plus a mileage charge. Our rates vary by brand and at different locations depending on local market
conditions and other competitive and cost factors. While cars are usually returned to the locations from which they are
rented, we also allow one-way rentals from and to certain locations. In addition to car rentals and franchisee fees, we
generate revenues from reimbursements by customers of airport concession fees and vehicle licensing costs, fueling
charges, and charges for ancillary customer products and services such as supplemental equipment (child seats and ski
racks), loss or collision damage waiver, theft protection, liability and personal accident/effects insurance coverage,
premium emergency roadside service, Hertz NeverLost navigation systems and satellite radio services.

Reservations

We accept reservations for our cars on a brand-by-brand basis, with each of our brands maintaining, and accepting
reservations through, an independent internet site. Our brands generally accept reservations only for a class of
vehicles, although Hertz accepts reservations for specific makes and models of vehicles in our Prestige Collection, our
Adrenaline Collection, our Green Traveler Collection, our Dream Cars collection with a limited number of models in
high-volume, leisure-oriented destinations.

When customers reserve cars for rental from us and our franchisees, they may seek to do so through travel agents or
third-party travel websites. In many of those cases, the travel agent or website will utilize a third-party operated
computerized reservation system, also known as a Global Distribution System, or “GDS,” to contact us and make the
reservation.

In major countries, including the U.S. and all other countries with company-operated locations, customers may also
reserve cars for rental from us and our franchisees worldwide through local, national or toll-free telephone calls to our
reservations center, directly through our rental locations or, in the case of replacement rentals, through proprietary
automated systems serving the insurance industry. Additionally, we accept reservations for rentals worldwide through
our websites, for us and our franchisees. We also offer the ability to reserve cars through our smartphone apps for the
Hertz, Dollar and Thrifty brands.
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Customer Service Offerings

At our major airport rental locations, as well as at some smaller airport and off airport locations, customers
participating in our Hertz Gold Plus Rewards program are able to rent vehicles in an expedited manner. Participants in
our Hertz Gold Plus Rewards program in the U.S. often bypass the rental counter entirely and proceed directly to their
vehicles upon arrival at our facility. Participants in our Hertz Gold Plus Rewards program are also eligible to earn
Gold Plus Rewards points that may be redeemed for free rental days or converted to awards of other companies'
loyalty programs. For the year ended December 31, 2014, rentals by Hertz Gold Plus Rewards members accounted for
approximately
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41% of our worldwide rental transactions. We believe the Hertz Gold Plus Rewards program provides a significant
competitive advantage to us, particularly among frequent travelers, and we have targeted such travelers for
participation in the program.

Hertz has introduced a number of customer service offerings in recent years in order to further differentiate itself from
the competition. The most significant new offering was Gold Choice. Hertz Gold Choice now offers Gold Plus
Rewards members an option to choose the car they drive. Members' cars are still preassigned but Gold Choice allows
the member the option to choose a different model and color from those cars available at the new Gold Choice area.
This service is free of charge to Hertz Gold Plus Rewards members who book a midsize class or above. The Gold
Choice program is offered at 56 U.S. airport locations and 8 locations in Europe.

Hertz also offers a Mobile Gold Alerts service, also known as "Carfirmations™," through which an SMS text message
and/or email is sent with the vehicle information and location, with the option to choose another vehicle from their
smart phone prior to arrival. It is available to participating Gold Plus Rewards customers approximately 30 minutes
prior to their arrival. We also offer Hertz e-Return, which allows customers to drop off their car and go at the time of
rental return. Additionally, in select locations customers can bypass the rental line through our ExpressRent Kiosks.

Global Car-Sharing

We offer a global car-sharing membership service, referred to as Hertz 24/7™, which rents cars by the hour and/or by
the day, at various locations in the U.S., Canada, Europe and Australia. Members reserve vehicles online, then pick up
the vehicles at various locations throughout a city, at a university or a corporate campus without the need to visit a
Hertz rental office. Members are charged an hourly or daily car-rental fee which includes fuel, insurance, 24/7
roadside assistance, in-car customer service and an allowance to drive 180 miles per 24-hour period.

Customers and Business Mix

We conduct active sales and marketing programs to attract and retain customers. Our commercial and travel industry
sales force calls on companies and other organizations whose employees and associates need to rent cars for business
purposes. In addition, our sales force works with membership associations, tour operators, travel companies and other
groups whose members, participants and customers rent cars for either business or leisure purposes. Our specialized
sales force calls on companies with replacement rental needs, including insurance and leasing companies, automobile
repair companies, and car dealers. We also advertise our car rental offerings through a variety of traditional media
channels, such as television and newspapers, direct mail and the internet. In addition to advertising, we conduct a
variety of other forms of marketing and promotion, including travel industry business partnerships and press and
public relations activities.

We categorize our car rental business based on (i) the purpose for which customers rent from us (business or leisure)
and (ii) the type of location from which they rent (airport or off airport). The table below sets forth the percentages of

rental revenues and rental transactions in our U.S. and international operations based on these categories.

Year Ended December 31, 2014

U.S. International

Revenues Transactions Revenues Transactions
Type of Car Rentals
By Customer:
Business 35 % 41 % 59 % 65 %
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Customers who rent from us for “business” purposes include those who require cars in connection with commercial
activities, the activities of governments and other organizations or for temporary vehicle replacement purposes. Most
business customers rent cars from us on terms that we have negotiated with their employers or other entities with
which they are associated, and those terms can differ substantially from the terms on which we rent cars to the general
public. We have negotiated arrangements relating to car rental with many large businesses, governments and other
organizations, including most Fortune 500 companies.

Customers who rent from us for “leisure” purposes include not only individual travelers booking vacation travel rentals
with us but also people renting to meet other personal needs. Leisure rentals, generally, are longer in duration and
generate more revenue per transaction than do business rentals. Leisure rentals also include rentals by customers of
U.S. and international tour operators, which are usually a part of tour packages that can include air travel and hotel
accommodations.

Our business and leisure customers rent from both our airport and off airport locations. Demand for airport rentals is
correlated with airline travel patterns, and transaction volumes generally follow enplanement and GDP trends on a
global basis. Customers often make reservations for airport rentals when they book their flight plans, which make our
strong relationships with travel agents, associations and other partners (e.g., airlines) a key competitive advantage in
generating consistent and recurring revenue streams.

Off airport rentals include insurance replacements, therefore, we must establish agreements with the referring insurers
establishing the relevant rental terms, including the arrangements made for billing and payment. While we estimate
our share of the insurance replacement rental market was approximately 16% of the estimated insurance rental
revenue volume in the U.S. for the year ended December 31, 2014, we have identified approximately 193 insurance
companies, ranging from local or regional carriers to large, national companies, as our target insurance replacement
market. As of December 31, 2014, we were a preferred or recognized supplier of 180 of these approximately 193
insurance companies and a co-primary at 39 of these approximately 193 insurance companies.

Fleet

We believe we are one of the largest private sector purchasers of new cars in the world. During the year ended
December 31, 2014, we operated a peak rental fleet in the U.S. of approximately 517,500 cars and a combined peak
rental fleet in our international operations of approximately 189,000 cars, and in each case exclusive of our
franchisees' fleet and Donlen's leasing fleet. During the year ended December 31, 2014, our approximate average
holding period for a rental car was 20 months in the U.S. and 14 months in our international operations.

The cars we purchase are either program cars or non-program cars. For program cars, under our repurchase programs,
the manufacturers agree to repurchase cars at a specified price or guarantee the depreciation rate on the cars during
established repurchase or auction periods, subject to, among other things, certain car condition, mileage and holding
period requirements. Repurchase prices under repurchase programs are based on either a predetermined percentage of
original car cost and the month in which the car is returned or the original capitalized cost less a set daily depreciation
amount. Guaranteed depreciation programs guarantee on an aggregate basis the residual value of the cars covered by
the programs upon sale according to certain parameters which include the holding period, mileage and condition of
the cars. These repurchase and guaranteed depreciation programs limit our residual risk with respect to cars purchased
under the programs and allow us to determine depreciation expense in advance.

Program cars as a percentage of all cars purchased within each of our U.S. and International car rental segments were
as follows:
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Years Ended December 31,

2014 2013 2012
49% 18% 19%
59% 57% 53%

2011
45%
55%

2010
54%
56%
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A significant percentage of our car rental fleet is purchased from the following vehicle manufacturers:
As of December 31, 2014

U.S. International Worldwide Total
General Motors Company 27% 13% 24%
Fiat Chrysler Motor Company 17% 3% 14%
Nissan Motor Company 17% 5% 14%
Toyota Motor Corporation 15% 9% 13%
Ford Motor Company 8% 18% 10%

Purchases of cars are financed through cash from operations and by active and ongoing global borrowing programs.
See Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources,” in this Annual Report.

We maintain automobile maintenance centers at or near certain airports and in certain urban and off airport areas,
which provide maintenance facilities for our car rental fleet. Many of these facilities include sophisticated car
diagnostic and repair equipment and are accepted by automobile manufacturers as eligible to perform and receive
reimbursement for warranty work. Collision damage and major repairs are generally performed by independent
contractors.

Non-program cars are not purchased under repurchase or guaranteed depreciation programs. Rather, we dispose of
non-program cars, as well as program cars that become ineligible for manufacturer repurchase or guaranteed
depreciation programs, through a variety of disposition channels, including auctions, brokered sales, sales to
wholesalers and dealers and, to a lesser extent and primarily in the U.S., sales at retail through a network of
approximately 77 company-operated car sales locations, as of December 31, 2014, dedicated to the sale of used cars
from our rental fleet.

We also offer Rent2Buy in 35 states and several European countries, an innovative program designed to sell used
rental cars. Customers have an opportunity for a three-day test rental of a competitively priced car from our rental
fleet. If the customer purchases the car, he or she is credited with up to three days of rental charges, and the purchase
transaction is completed through the internet and by mail in those states where permitted.

During the year ended December 31, 2014, of the cars sold in our U.S. car rental operations that were not repurchased
by manufacturers, we sold approximately 37% at auction, 37% through dealer direct and 26% through our Rent2Buy
program or at retail locations. During the year ended December 31, 2014, of the cars sold in our international car
rental operations that were not repurchased by manufacturers, we sold approximately 3% at auction, 5% through our
Rent2Buy program or at retail locations and 92% through dealer direct.

Franchisees

In certain U.S. and international markets, we have found it efficient to utilize independent franchisees, which rent cars
that they own, under our Hertz, Dollar, Thrifty or Firefly brands. In certain markets and under certain circumstances,
franchisees are given the opportunity to acquire franchises for multiple brands.

We believe that our franchisee arrangements are important to our business because they enable us to offer expanded
national and international service and a broader one-way rental program. Licenses are issued principally by our
wholly-owned subsidiaries, under franchise arrangements to independent franchisees and affiliates who are engaged in
the car rental business in the U.S. and in many other countries.
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Franchisees generally pay fees based on a percentage of their revenues or the number of cars they operate. The
operations of all franchisees, including the purchase and ownership of vehicles, are financed independently by the
franchisees, and we do not have any investment interest in the franchisees or their fleets. Fees from franchisees are
used to, among other things, generally support the cost of our brand awareness programs, reservations system, sales
and marketing efforts and certain other services. In return, franchisees are provided the use of the applicable brand
name, certain operational support and training, reservations through our reservations channels, and other services. In
addition to car rental, certain franchisees outside the U.S. engage in car leasing, chauffeur-driven rentals and renting
camper vans.

9
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U.S. franchisees ordinarily are limited as to transferability without our consent and are terminable by us only for cause
or after a fixed term. Franchisees in the U.S. may generally terminate for any reason on 90 days' notice. In Europe and
certain other international jurisdictions, franchisees typically do not have early termination rights. Initial license fees
or the price for the sale to a franchisee of a company-owned location may be payable over a term of several years. We
continue to issue new licenses and, from time to time, purchase franchisee businesses.

Competition

In the U.S., in addition to local and regional vehicle rental companies, our principal car rental industry competitors are
Avis Budget Group, Inc., or “ABG,” which currently operates the Avis, Budget, ZipCar and Payless brands and
Enterprise Holdings, which operates the Enterprise Rent-A-Car Company, or "Enterprise,” National Car Rental and
Alamo Rent A Car brands.

In Europe, in addition to us, the principal pan-European participants in the car rental industry are ABG, operating the
Avis, Budget and Zipcar brands, and Europcar. In certain European countries, there are also other companies and
brands with substantial market shares, including Sixt AG (operating the Sixt brand) in Belgium, France, Germany,
Luxembourg, the Netherlands, Spain, Switzerland and the United Kingdom; and Enterprise (operating the Enterprise
brand) in France, Germany, Ireland and the United Kingdom.

Competition among car rental industry participants is intense and is primarily based on price, vehicle availability and
quality, service, reliability, rental locations, product innovation, competition from on-line travel agents and car rental
brokers. We believe that the prominence and service reputation of the Hertz brand, our extensive worldwide
ownership of car rental operations and our commitment to innovation and service provide us with a competitive
advantage. Additionally, our Dollar, Thrifty and Firefly brands enable us to compete across multiple market segments.

Seasonality

Our car rental operations are a seasonal business, with decreased levels of business in the winter months and
heightened activity during spring and summer for the majority of countries where we generate our revenues. To
accommodate increased demand, we increase our available fleet and staff during the second and third quarters of the
year. As business demand declines, fleet and staff are decreased accordingly. Certain operating expenses, including
real estate taxes, rent, insurance, utilities, maintenance and other facility-related expenses, the costs of operating our
information technology systems and minimum staffing costs, remain fixed and cannot be adjusted for seasonal
demand.

The following chart sets forth this seasonal effect of our car rental operations by presenting quarterly revenues for
each of the years ended December 31, 2014, 2013 and 2012. Amounts are computed independently each quarter,
therefore, the sum of the quarterly amounts may not equal the total amount for the respective year due to rounding.
* Amounts for the period from January 1, 2012 through November 18, 2012 exclude revenues for Dollar Thrifty,
which was acquired on November 19, 2012.
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Worldwide Equipment Rental

Our worldwide equipment rental segment generated $1,571 million in revenues during the year ended December 31,
2014.

Markets

Through HERC, we operate the Hertz Equipment Rental brand business in the U.S., Canada, France, Spain, China and
Saudi Arabia and have a branch of our entertainment services business in the United Kingdom. We estimate the size
of the North American portion of the rental industry dealing with equipment of the type HERC rents, which is highly
fragmented with few national competitors and many regional and local operators, increased to approximately $38
billion in annual revenues for 2014 from $36 billion in annual revenues for 2013. On the basis of total revenues, we
believe HERC is one of the largest equipment rental companies in the U.S. and Canada combined. Other market data
indicates that the equipment rental industries in China, France and Spain generate approximately $5 billion, $2.5
billion and $1 billion in annual revenues, respectively, although the portions of those markets in which HERC
competes are smaller.

Operations
Product Offerings

HERC offers a broad range of equipment for rental including earthmoving, material handling, aerial and electrical
equipment, air compressors, pumps, power generators, small tools, compaction equipment, studio and production
equipment, construction-related trucks and other commercial vehicles.

HERC's comprehensive fleet enables it to supply equipment to a wide variety of customers from local contractors to
large industrial plants. The fact that many larger companies, particularly those with industrial plant operations, now
require single source vendors to manage their total equipment needs fits well with HERC's core competencies.
Arrangements with these large national companies include maintenance of the tools and equipment they own, supplies
and rental tools for their labor force and custom management reports. HERC supports this through its dedicated
in-plant operations, tool trailers and plant management systems.

Ancillary to its rental business, HERC is a retailer of certain brands of new equipment in North America, and sells
contractor supplies such as construction consumables, tools, small equipment and safety supplies at many of its rental
locations globally. The type of new equipment that HERC sells varies by location.

Hertz Entertainment Services, or "HESC" is a division of HERC that provides single-source car and equipment rental
solutions to the entertainment and special events industries by offering customized vehicle and equipment rental
solutions for motion picture and television productions, as well as turn-key solutions for live sports, corporate events
and festivals. Specialized equipment available to this industry includes grip and lighting equipment, quiet power
generation, boomlifts, forklifts and platform lifts, all of which can be delivered to production locations. HESC's
services are tailored to fit the needs of large and small productions alike with competitive pricing and customized,
monthly billing.

Locations
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As of December 31, 2014, HERC had more than 350 branches throughout the U.S., Canada, France, Spain, China and
Saudi Arabia. HERC's rental locations generally are situated in industrial or commercial zones. Additionally, HESC
has operations in the United Kingdom.

Acquisitions and Joint Venture

Over the last five years, HERC has completed 11 acquisitions to strengthen its position in a variety of specialty rental
markets, including the broader industrial market, the oil and gas submarket of the industrial market and the motion
picture and television production industries.

In February 2010, HERC entered into a joint venture with Saudi Arabia based Dayim Holdings Company, Ltd. to
establish equipment rental operations in the Kingdom of Saudi Arabia. The joint venture was extended into Qatar in

2014,
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however, the location is not currently operational. The joint venture entity rents and sells equipment and tools to
construction and industrial markets throughout the Kingdom of Saudi Arabia.

Customers

HERC operates in a wide range of customer segments across construction, infrastructure, industrial and specialty
verticals. Key areas that HERC serves under these verticals include commercial, engineering, oil and gas,
petrochemical, railroads and entertainment. Serving a wide range of industries enables HERC to reduce dependency
on a single or limited number of customers and assists in reducing the seasonality of HERC's revenues and its impact
from any one segment's cycle. HERC operates in both small and large metropolitan markets which enables it to reduce
risk by having no single customer make up more than 3% of HERC's worldwide rental revenues for the year ended
December 31, 2014. Of HERC's North American rental revenues for the year ended December 31, 2014,
approximately 38% of revenues were derived from construction activity, 26% from industrial activity, while the
remaining revenues were generated by rentals to government, railroad, entertainment and other types of customers.

HERC enters into rental agreements with companies, governmental bodies or other organizations seeking to rent
HERC's assets. HERC delivers much of its equipment to customer job sites and retrieves the equipment from the job
sites upon conclusion of the rental. HERC extends credit terms to many of its customers to pay for rentals.

Fleet

HERC acquires its equipment from a variety of manufacturers. The equipment is typically new at the time of
acquisition and is not subject to any repurchase program. The per-unit acquisition cost of units of rental equipment in
HERC's fleet varies from under $100 to over $200,000. As of December 31, 2014, the average per-unit acquisition
cost (excluding small equipment purchased for less than $5,000 per unit) for HERC's fleet in the U.S. was
approximately $41,000 and the average age of HERC's worldwide rental fleet was 43 months.

HERC disposes of its used equipment through a variety of channels, including private sales to customers and other
third parties, sales to wholesalers, brokered sales and auctions.

Franchisees

HERC licenses the Hertz name to equipment rental businesses in four countries in Europe, one country in the Middle
East, one country in Central Asia, one country in Central America and one country in South America. The terms of
those licenses are broadly similar to those we grant to our international car rental franchisees.

Competition

HERC's competitors in the equipment rental industry range from other large national companies to regional and local
businesses. In each of the countries where HERC operates, the equipment rental industry is highly fragmented, with
large numbers of companies operating on a regional or local scale and the number of industry participants operating
on a national scale being much smaller. HERC is one of the principal national-scale industry participants in the U.S.,
Canada and France. HERC's operations in North America represented approximately 93% of our worldwide
equipment rental revenues during the year ended December 31, 2014. In the U.S. and Canada, the other top
national-scale industry participants are United Rentals, Inc., H&E Equipment Services, Inc. and Sunbelt Rentals. In
France, the other principal national-scale industry participants are Loxam and Kiloutou. Aggreko is a global
competitor in the power generation rental markets in the same markets which HERC participates. In China, the other
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principal national-scale industry participants are Zicheng Corporation, Jin He Yuan, Lei Shing Hong and Far East
Rental. In Saudi Arabia, the other principal national-scale industry participants are Bin Quraya, Al Zahid Tractors
(CAT), Saudi Diesel, Rapid Access, Eastern Arabia and Rental Solutions & Services (RSS) Saudi Ltd.

Competition in the equipment rental industry is intense, and it often takes the form of price competition. We believe
that HERC's competitive success has been primarily the product of its approximately 50 years of experience in the
equipment rental industry, its systems and procedures for monitoring, controlling and developing its branch network,
its capacity to maintain a comprehensive rental fleet, the reliability and safety of its equipment, the quality of its sales
force and its established national accounts program.

12

36



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents
HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
ITEM 1. BUSINESS (Continued)

Seasonality

Our worldwide equipment rental operation is a seasonal business, with demand for our rental equipment tending to be
lower in the winter months. We have the ability to manage fleet capacity, the most significant portion of our cost
structure, to meet market demand. For instance, to accommodate increased demand, we increase our available fleet
and staff during the second and third quarters of the year. A number of our other major operating costs are directly
related to revenues or transaction volumes, however, certain operating expenses, including rent, insurance, and
administrative overhead, remain fixed and cannot be adjusted for seasonal demand.

The following chart sets forth this seasonal effect of our equipment rental operations by providing quarterly revenues
for each of the years ended December 31, 2014, 2013 and 2012. Amounts are computed independently each quarter,
therefore, the sum of the quarterly amounts may not equal the total amount for the respective year due to rounding.

All Other Operations

Through our Donlen subsidiary, we provide fleet leasing and management services for corporate fleets and through
HCM, we provide claim management services. Our All Other Operations segment generated $568 million in revenues
during the year ended December 31, 2014.

Donlen

Donlen provides a comprehensive array of fleet leasing, financing, telematics, and management services to
commercial fleets in the U.S. and Canada. Products offered by Donlen include:

ehicle financing, acquisition and remarketing;

License, title and registration;

Maintenance consultation;

Fuel management;

Accident management;

Toll management;

elematics-based location, driver performance and scorecard reporting; and
€quipment financing,
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Donlen’s leased fleet consists primarily of passenger cars, cargo vans and light-duty trucks. Vehicles are acquired
directly from domestic and foreign manufacturers, as well as dealers. As of December 31, 2014, more than half of
Donlen’s leased fleet is 2013 model year or newer.

Donlen’s primary product for car and light to medium truck fleets is an open-ended terminal rental adjustment clause,
or "TRAC," lease. For most customers, the vehicle must be leased for a minimum of 12 months, after which the lease
converts to a month-to-month lease allowing the vehicle to be surrendered any time thereafter. Our sale of the vehicle
following the termination of the lease may result in a TRAC adjustment, through which the customer is credited or
charged with the surplus or loss on the vehicle. Approximately 81% of Donlen’s lease portfolio consists of
floating-rate leases which allow lease charges to be adjusted based on benchmark indices.

Donlen also offers financing solutions for heavier-duty trucks and equipment. Lease financing is provided through
syndication arrangements with lending institutions. Donlen originates the leases, acquires the assets, and services the
lease throughout the term.

Donlen provides services to leased and non-leased fleets consisting of fuel purchasing and management, preventive
maintenance, repair consultation, toll management and accident management. Additionally, Donlen manages license
and title, vehicle registration, and regulatory compliance. Donlen’s telematics products provide enhanced visibility and
reporting over driver and vehicle performance.

The commercial fleet market is one of the largest segments of the U.S. automotive industry, primarily consisting of
vehicles utilized in a sales, service, or delivery application. The fleet management industry has experienced significant
consolidation over the years and today our principal fleet management competitors in the U.S. and Canada are GE
Capital, Automotive Resources International, Element Financial Corporation, Wheels, Inc. and LeasePlan Corporation
N.V.

HCM

HCM provides claim management services to us. These services include investigating, evaluating, negotiating and
disposing of a wide variety of claims, including third-party, first-party, bodily injury, property damage, general
liability and product liability, but not the underwriting of risks. HCM conducts business at four regional offices in the
U.S. Separate subsidiaries of ours conduct similar operations in seven countries in Europe.

EMPLOYEES

As of December 31, 2014, we employed approximately 33,000 persons, consisting of approximately 25,000 persons in
our U.S. operations and approximately 8,000 persons in our international operations. International employees are
covered by a wide variety of union contracts and governmental regulations affecting, among other things,
compensation, job retention rights and pensions. Labor contracts covering the terms of employment of approximately
6,000 employees in the U.S. (including those in the U.S. territories) are presently in effect under approximately 125
active contracts with local unions, affiliated primarily with the International Brotherhood of Teamsters and the
International Association of Machinists. Labor contracts covering approximately 2,800 of these employees will expire
during 2015. We have had no material work stoppage as a result of labor problems during the last ten years, and we
believe our labor relations to be good. Nevertheless, we may be unable to negotiate new labor contracts on terms
advantageous to us, or without labor interruption.
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In addition to the employees referred to above, we employ a substantial number of temporary workers, and engage
outside services, as is customary in the industry, principally for the non-revenue movement of rental cars and
equipment between rental locations and the movement of rental equipment to and from customers' job sites.
INSURANCE AND RISK MANAGEMENT
There are three types of generally insurable risks that arise in our operations:

legal liability arising from the operation of our cars and on-road equipment (vehicle

liability);
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legal liability to members of the public and employees from other causes (general liability/workers' compensation);
and

risk of property damage and/or business interruption and/or increased cost of operating as a consequence of property
damage.

In addition, we offer optional liability insurance and other products providing insurance coverage, which create
additional risk exposures for us. Our risk of property damage is also increased when we waive the provisions in our
rental contracts that hold a renter responsible for damage or loss under an optional loss or damage waiver that we
offer. We bear these and other risks, except to the extent the risks are transferred through insurance or contractual
arrangements.

In many cases we self-insure our risks or insure risks through wholly-owned insurance subsidiaries. We mitigate our
exposure to large liability losses by maintaining excess insurance coverage, subject to deductibles and caps, through
unaffiliated carriers. For our international operations outside of Europe, and for our long-term fleet leasing operations,
we maintain some liability insurance coverage with unaffiliated carriers.

Third-Party Liability

In our U.S. operations, we are required by applicable financial responsibility laws to maintain insurance against legal
liability for bodily injury (including death) or property damage to third parties arising from the operation of our cars
and on-road equipment, sometimes called “vehicle liability,” in stipulated amounts. In most places, we satisfy those
requirements by qualifying as a self-insurer, a process that typically involves governmental filings and demonstration
of financial responsibility, which sometimes requires the posting of a bond or other security. In the remaining places,
we obtain an insurance policy from an unaffiliated insurance carrier and indemnify the carrier for any amounts paid
under the policy. As a result of such arrangements, we bear economic responsibility for U.S. vehicle liability, except
to the extent we successfully transfer such liability to others through insurance or contractual arrangements.

For our car and equipment rental operations in Europe, we have established a wholly-owned insurance subsidiary,
Probus Insurance Company Europe Limited, or “Probus,” a direct writer of insurance domiciled in Ireland. In European
countries with company-operated locations, we have purchased from Probus the vehicle liability insurance required by
law, and Probus reinsured the risks under such insurance with Hertz International RE, a reinsurer organized in Ireland,
or “HIRE,” and / or HIRE Bermuda Limited, a wholly-owned reinsurance company domiciled in Bermuda. This
coverage is purchased from unaffiliated carriers for Spain. We also insure a portion of our European property risk
through Probus. Thus, as with our U.S. operations, we bear economic responsibility for vehicle liability in our
European car and equipment rental operations, except to the extent that we transfer such liability to others through
insurance or contractual arrangements. For our international operations outside of Europe, we maintain some form of
vehicle liability insurance coverage with unaffiliated carriers. The nature of such coverage, and our economic
responsibility for covered losses, varies considerably. In all cases, though, we believe the amounts and nature of the
coverage we obtain is adequate in light of the respective potential hazards.

In our U.S. and international operations, from time to time in the course of our business we become legally

responsible to members of the public for bodily injury (including death) or property damage arising from causes other
than the operation of our cars and on-road equipment, sometimes known as “general liability.” As with vehicle liability,
we bear economic responsibility for general liability losses, except to the extent we transfer such losses to others
through insurance or contractual arrangements.
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To mitigate these exposures, we maintain excess liability insurance coverage with unaffiliated insurance carriers.

In our U.S. car rental operations, we offer an optional liability insurance product, Liability Insurance Supplement, or
“LIS,” that provides vehicle liability insurance coverage substantially higher than state minimum levels to the renter and
other authorized operators of a rented vehicle. LIS coverage is primarily provided under excess liability insurance
policies issued by an unaffiliated insurance carrier, the risks under which are reinsured with a subsidiary of ours,

HIRE Bermuda Limited.

In our U.S. car rental operations and our company-operated international car rental operations in many countries, we
offer optional products providing insurance coverage, or “PAI/PEC” coverage, to the renter and the renter's immediate
family members traveling with the renter for accidental death or accidental medical expenses arising during the rental
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period or for damage or loss of their property during the rental period. PAI/PEC coverage is provided under insurance
policies issued by unaffiliated carriers or, in Europe, by Probus, and the risks under such policies either are reinsured
with HIRE or another subsidiary of ours or are the subject of indemnification arrangements between us and the
carriers.

Our offering of LIS and PAI/PEC coverage in our U.S. car rental operations is conducted pursuant to limited licenses
or exemptions under state laws governing the licensing of insurance producers. In our international car rental
operations, our offering of PAI/PEC coverage historically has not been regulated.

Provisions on our books for self-insured vehicle liability losses are made by charges to expense based upon
evaluations of estimated ultimate liabilities on reported and unreported claims. As of December 31, 2014, this liability
was estimated at $385 million for our combined U.S. and international operations.

Damage to Our Property

We bear the risk of damage to our property, unless such risk is transferred through insurance or contractual
arrangements.

To mitigate our risk of large, single-site property damage losses globally, we maintain property insurance with
unaffiliated insurance carriers in such amounts as we deem adequate in light of the respective hazards, where such
insurance is available on commercially reasonable terms.

Our rental contracts typically provide that the renter is responsible for damage to or loss (including loss through theft)

of rented vehicles or equipment. We generally offer an optional rental product, known in various countries as “loss

damage waiver,” “collision damage waiver,” “theft protection” or “accident excess reduction,” under which we waive or limit
our right to make a claim for such damage or loss. This product is not regulated as insurance, but it is subject to

specific laws in roughly half of the U.S. jurisdictions where we operate.

2 <.

Collision damage costs and the costs of stolen or unaccounted-for vehicles and equipment, along with other damage to
our property, are charged to expense as incurred.

Other Risks

To manage other risks associated with our businesses, or to comply with applicable law, we purchase other types of
insurance carried by business organizations, such as worker's compensation and employer's liability, commercial
crime and fidelity, performance bonds, directors' and officers' liability insurance and cyber security coverage from
unaffiliated insurance companies in amounts deemed by us to be adequate in light of the respective hazards, where
such coverage is obtainable on commercially reasonable terms.

GOVERNMENT REGULATION AND ENVIRONMENTAL MATTERS
Throughout the world, we are subject to numerous types of governmental controls, including those relating to prices
and advertising, privacy and data protection, currency controls, labor matters, credit and charge card operations,

insurance, environmental protection, used car sales and licensing.

Environmental
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We are subject to extensive federal, state, local, and foreign environmental and safety laws, regulations, directives,
rules and ordinances concerning, among other things, the operation and maintenance of cars, trucks and other vehicles,
such as heavy equipment, buses and vans; the ownership and operation of tanks for the storage of petroleum products,
including gasoline, diesel fuel and oil; and the generation, storage, transportation and disposal of waste materials,
including oil, vehicle wash sludge and waste water.

As of December 31, 2014, we have accrued an amount we deem appropriate for environmental remediation. The
accrual generally represents the estimated cost to study potential environmental issues at sites deemed to require
investigation or clean-up activities, and the estimated cost to implement remediation actions, including ongoing
maintenance, as required. Based on information currently available, we believe that the ultimate resolution of existing
environmental remediation actions and our compliance in general with environmental laws and regulations will not
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have a material effect on our earnings or financial condition. However, it is difficult to predict with certainty the
potential impact of future compliance efforts and environmental remedial actions and thus future costs associated with
such matters may exceed the amount of the current accrual.

Dealings with Renters

In the U.S., car and equipment rental transactions are generally subject to Article 2A of the Uniform Commercial
Code, which governs “leases” of tangible personal property. Car rental is also specifically regulated in more than half of
the states of the U.S. and many other international jurisdictions. The subjects of these regulations include the methods
by which we advertise, quote and charge prices, the consequences of failing to honor reservations, the terms on which
we deal with vehicle loss or damage (including the protections we provide to renters purchasing loss or damage
waivers) and the terms and method of sale of the optional insurance coverage that we offer. Some states (including
California, New York, Nevada and Illinois) regulate the price at which we may sell loss or damage waivers, and many
state insurance regulators have authority over the prices and terms of the optional insurance coverage we offer. See
“Risk Management-Damage to Our Property” above for further discussion regarding the loss or damage waivers and
optional insurance coverages that we offer renters. In addition, various consumer protection laws and regulations may
generally apply to our business operations. Internationally, regulatory regimes vary greatly by jurisdiction, but they do
not generally prevent us from dealing with customers in a manner similar to that employed in the U.S.

Both in the U.S. and internationally, we are subject to increasing regulation relating to customer privacy and data
protection. In general, we are limited in the uses to which we may put data that we collect about renters, including the
circumstances in which we may communicate with them. In addition, we are generally obligated to take reasonable
steps to protect customer data while it is in our possession. Our failure to do so could subject us to substantial legal
liability or seriously damage our reputation.

Changes in Regulation

Changes in government regulation of our businesses have the potential to materially alter our business practices, or
our profitability. Depending on the jurisdiction, those changes may come about through new legislation, the issuance
of new laws and regulations or changes in the interpretation of existing laws and regulations by a court, regulatory
body or governmental official. Sometimes those changes may have not just prospective but also retroactive effect; this
is particularly true when a change is made through reinterpretation of laws or regulations that have been in effect for
some time. Moreover, changes in regulation that may seem neutral on their face may have either more or less impact
on us than on our competitors, depending on the circumstances. Several U.S. State Attorneys General have taken the
position that car rental companies either may not pass through to customers, by means of separate charges, expenses
such as vehicle licensing and concession fees or may do so only in certain limited circumstances. Recent or potential
changes in law or regulation that affect us relate to insurance intermediaries, customer privacy and data security and
rate regulation.

In addition, our operations, as well as those of our competitors, also could be affected by any limitation in the fuel
supply or by any imposition of mandatory allocation or rationing regulations. We are not aware of any current
proposal to impose such a regime in the U.S. or internationally. Such a regime could, however, be quickly imposed if
there was a serious disruption in supply for any reason, including an act of war, terrorist incident or other problem
affecting petroleum supply, refining, distribution or pricing.

AVAILABLE INFORMATION
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We file annual, quarterly and current reports and other information with the SEC, though, due to the restatement
matters discussed herein, we did not file any quarterly reports for the year ended December 31, 2014. You may read
and copy any documents that we file at the SEC's public reference room at 100 F Street, N.E., Washington, D.C.
20549. You may call the SEC at 1-800-SEC-0330 to obtain further information about the public reference room. In
addition, the SEC maintains an internet website (www.sec.gov) that contains reports, proxy and information
statements and other information about issuers that file electronically with the SEC, including Hertz Holdings. You
may also access, free of charge, our reports filed with the SEC (for example, our Annual Report on Form 10-K, our
Quarterly Reports on Form 10-Q and our Current Reports on Form 8-K and any amendments to those forms)
indirectly through our internet website (www.hertz.com). Reports filed with or furnished to the SEC will be available
as soon as reasonably practicable after
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they are filed with or furnished to the SEC. The information found on our website is not part of this or any other report
filed with or furnished to the SEC.

ITEM 1A. RISK FACTORS

Our business is subject to a number of important risks and uncertainties, some of which are described below. The risks
and uncertainties described below, however, are not the only risks and uncertainties that we face. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial may also significantly impact us.
Any of these risks and uncertainties may materially and adversely affect our business, financial condition or results of
operations, liquidity and cash flows. In such a case, you may lose all or part of your investment in our common stock.
You should carefully consider each of the following risks and uncertainties. Any of the following risks and
uncertainties could materially and adversely affect our business, financial condition, operating results or cash flow and
we believe that the following information identifies the material risks and uncertainties affecting our company;
however, the following risks and uncertainties are not the only risks and uncertainties facing us and it is possible that
other risks and uncertainties might significantly impact us.

RISKS RELATED TO OUR BUSINESS

Our car rental business, which provides the majority of our revenues, is particularly sensitive to reductions in the
levels of airline passenger travel, and reductions in air travel could materially adversely impact our financial
condition, results of operations, liquidity and cash flows.

Our results of operations are affected by many economic factors, including the level of economic activity in the
markets in which we operate. At times in the past, the United States and international markets have experienced
declines in economic activity that have affected the car rental market, including a tightening of the credit markets,
reduced business and leisure travel, reduced government and consumer spending and volatile fuel prices. The car
rental industry is particularly affected by reductions in business and leisure travel, especially with respect to levels of
airline passenger traffic. Reductions in levels of air travel, whether caused by general economic conditions, airfare
increases (such as due to capacity reductions or increases in fuel costs borne by commercial airlines) or other events
(such as work stoppages, military conflicts, terrorist incidents, natural disasters, epidemic diseases, or the response of
governments to any of these events) could materially adversely affect us. In particular, we derive a substantial
proportion of our revenues from key leisure destinations, including Florida, Hawaii, California and Texas and the
level of travel to these destinations is dependent upon the ability and willingness of consumers to travel on vacation
and the effect of economic cycles on consumers' discretionary travel. To the extent travel to these destinations is
adversely affected, our results of operations could be materially adversely affected.

We face intense competition that may lead to downward pricing or an inability to increase prices.

The markets in which we operate are highly competitive. We believe that price is one of the primary competitive
factors in the car and equipment rental markets and that the internet has enabled cost-conscious customers, including
business travelers, to more easily compare rates available from rental companies. If we try to increase our pricing, our
competitors, some of whom may have greater resources and better access to capital than us, may seek to compete
aggressively on the basis of pricing. In addition, our competitors may reduce prices in order to attempt to gain a
competitive advantage, capture market share, or to compensate for declines in rental activity. To the extent we do not
match or remain within a reasonable competitive margin of our competitors’ pricing, our revenues and results of
operations could be materially adversely affected. If competitive pressures lead us to match any of our competitors’
downward pricing and we are not able to reduce our operating costs, then our margins, results of operations and cash
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flows could be materially adversely impacted. Additionally, our business may be affected by changes in technology
that impact the competitive environment and we could be further affected if we are not able to adjust the size of our
car rental fleet in response to changes in demand, whether such changes are due to competition or otherwise. See Item

1, “‘Business—U.S. and International Car Rental Operations—Competition’” and ‘‘Business—Worldwide Equipment
Rental—Competition’’ in this Annual Report.
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Our business is highly seasonal and any occurrence that disrupts rental activity during our peak periods could
materially adversely affect our liquidity, cash flows and results of operations.

Certain significant components of our expenses are fixed in the short-term, including minimum concession fees, real
estate taxes, rent, insurance, utilities, maintenance and other facility-related expenses, the costs of operating our
information technology systems and minimum staffing costs. Seasonal changes in our revenues do not alter those
fixed expenses, typically resulting in higher profitability in periods when our revenues are higher. The second and
third quarters of the year have historically been the strongest quarters for our car rental business due to increased
levels of leisure travel and our equipment rental business, especially in the construction industry, has historically
experienced decreased levels of business from December until late spring and heightened activity during our third and
fourth quarter until December. Any occurrence that disrupts rental activity during these periods could have a
disproportionately material adverse effect on our liquidity, cash flows and results of operations.

A material downsizing of our rental car fleet could require us to make additional cash payments for tax liabilities,
which could be material.

We have maintained like-kind exchange programs for our U.S. car rental business, HERC and Donlen for a number of
years and Dollar Thrifty maintained a similar program prior to our acquisition of Dollar Thrifty. Our like-kind
exchange programs allow tax gains on the disposition of vehicles in our car rental fleet to be deferred and have
resulted in deferrals of federal and state income taxes for prior years. If a qualified replacement vehicle is not
purchased within a specific time period after vehicle disposal, then taxable gain is recognized. A material reduction in
the net book value of our car rental fleet, a material and extended reduction in vehicle purchases and/or a material
downsizing of our car rental fleet, for any reason, could result in reduced tax deferrals in the future, which in turn
could require us to make material cash payments for U.S. federal and state income tax liabilities.

If we are unable to purchase adequate supplies of competitively priced cars or equipment and the cost of the cars or
equipment we purchase increases, our financial condition, results of operations, liquidity and cash flows may be
materially adversely affected.

The price and other terms at which we can acquire cars vary based on market and other conditions. For example,
certain car manufacturers have in the past, and may in the future, utilize strategies to de-emphasize sales to the car
rental industry, which can negatively impact our ability to obtain cars on competitive terms and conditions.
Consequently, there is no guarantee that we can purchase a sufficient number of vehicles at competitive prices and on
competitive terms and conditions. Reduced or limited supplies of equipment together with increased prices are risks
that we also face in our equipment rental business. If we are unable to obtain an adequate supply of cars or equipment,
or if we obtain less favorable pricing and other terms when we acquire cars or equipment and are unable to pass on
any increased costs to our customers, then our financial condition, results of operations, liquidity and cash flows may
be materially adversely affected.

Increased fleet cost due to declines in the value of the non-program cars in our fleet could materially adversely impact
our financial condition, results of operations, liquidity and cash flows.

For the years ended December 31, 2014 and 2013, 53% and 30% of the vehicles purchased for our combined U.S. and
international car rental fleets were program cars.

Manufacturers agree to repurchase program cars at a specified price or guarantee the depreciation rate on the cars
during a specified time period. To the extent the vehicles in our fleet are non-program cars, we have an increased risk
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that the market value of a car at the time of its disposition will be less than its estimated residual value at such time.
Any decrease in residual values with respect to our non-program cars and equipment could also materially adversely
affect our financial condition, results of operations, liquidity and cash flows.

The use of program cars enables us to determine our depreciation expense in advance and this is useful to us because
depreciation is a significant cost factor in our operations. Using program cars is also useful in managing our seasonal
peak demand for fleet, because in certain cases we can sell certain program cars shortly after having acquired them at
a higher value than what we could for a similar non-program car at that time. If there were fewer program cars in our
fleet, these benefits would diminish and we would bear increased risk related to residual value. In addition, the related
depreciation on our car rental fleet and our flexibility to reduce the size of our fleet by returning cars sooner
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than originally expected without the risk of loss in the event of an economic downturn or to respond to changes in
rental demand would be reduced.

The failure of a manufacturer of our program cars to fulfill its obligations under a repurchase or guaranteed
depreciation program could expose us to loss on those program cars and materially adversely affect certain of our
financing arrangements, which could in turn materially adversely affect our liquidity, cash flows, financial condition
and results of operations.

If any manufacturer of our program cars does not fulfill its obligations under its repurchase or guaranteed depreciation
agreement with us, whether due to default, reorganization, bankruptcy or otherwise, then we would have to dispose of
those program cars without receiving the benefits of the associated programs (we could be left with a substantial
unpaid claim against the manufacturer with respect to program cars that were sold and returned to the manufacturer
but not paid for, or that were sold for less than their agreed repurchase price or guaranteed value) and we would also
be exposed to residual risk with respect to these cars.

The failure by a manufacturer to pay such amounts could cause a credit enhancement deficiency with respect to our
asset-backed and asset-based financing arrangements, requiring us to either reduce the outstanding principal amount
of debt or provide more collateral (in the form of cash, vehicles and/or certain other contractual rights) to the creditors
under any such affected arrangement.

If one or more manufacturers were to adversely modify or eliminate repurchase or guaranteed depreciation programs
in the future, our access to and the terms of asset-backed and asset-based debt financing could be adversely affected,
which could in turn have a material adverse effect on our liquidity, cash flows, financial condition and results of
operations.

We rely on third-party distribution channels for a significant amount of our revenues.

Third-party distribution channels accounted for approximately 50% of our car rental reservations for the year ended
December 31, 2014. These third-party distribution channels include traditional and online travel agencies, third-party
internet sites, airlines and hotel companies, marketing partners such as credit card companies and membership
organizations and global distribution systems that allow travel agents, travel service providers and customers to
connect directly to our reservations systems, with the largest source of reservations being global distribution systems.
Loss of access to any of these channels, changes in pricing or commission structures or a reduction in transaction
volume could have an adverse impact on our financial condition or results of operations, particularly if our customers
are unable to access our reservation systems through alternate channels.

Our equipment rental fleet is subject to residual value risk upon disposition, and may not sell at the prices we expect.
The market value of our equipment at the time of its disposition could be less than its estimated residual value or its
depreciated value at such time. A number of factors could affect the value received upon disposition of our equipment,
including:

the market price for similar new equipment;

wear and tear on the equipment relative to its age and the performance of preventive maintenance;

the time of year that it is sold;

the supply of used equipment relative to the demand for used equipment, including as a result of changes in economic
conditions or conditions in the markets that we serve; and

the existence and capacities of different sales outlets and our ability to develop and maintain different types of sales
outlets.
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Since we include in income from operations the difference between the sales price and the depreciated value of an
item of equipment sold, a sale of equipment below its depreciated value could adversely affect our income from
operations. Accordingly, our ability to reduce the size of our equipment rental fleet in the event of an economic
downturn or to respond to changes in rental demand is subject to the risk of loss based on the residual value of rental

equipment.
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We incur maintenance and repair costs associated with our equipment rental fleet that could have a material adverse
effect on our financial condition, results of operations, liquidity and cash flows in the event these costs are greater than
anticipated.

As our fleet of rental equipment ages, the cost of maintaining such equipment, if not replaced within a certain period
of time, generally increases. Determining the optimal age at disposition for our rental equipment is subjective and
requires considerable estimates by management. We have made estimates regarding the relationship between the age
of our rental equipment, the maintenance and repair costs and the market value of used equipment. Our future
financial condition, results of operations, liquidity and cash flows could be adversely affected because our
maintenance and repair costs may be higher than estimated and market values of used equipment may fluctuate.

Our HERC business is cyclical in nature and the recent worldwide economic downturn, and the resulting decreases in
construction and industrial activities, especially in North America, adversely affected our revenues and operating
results by decreasing the demand for our rental equipment and the prices that we could charge. A slowdown in the
economic recovery or changes in the economic factors specific to the industries in which we operate could have
further adverse effects on our liquidity, cash flows and results of operations.

A substantial portion of our revenues are derived from the rental of equipment in the non-residential construction and
industrial end markets, which are cyclical in nature. Our industry experienced a decline in construction and industrial
activity as a result of the economic downturn that commenced in the latter part of 2008 and continued through 2010.
The weakness in our end markets led to a decrease in the demand for our rental equipment and intensifying price
competition from other equipment rental industry participants. In addition, other industries in which we operate, such
as the oil and gas industry and the entertainment industry, may be subject to different factors and economic cycles that
could have an effect on demand for our products and services within those industries. Recently, declines in oil prices
have led to a significant slowdown in activity in the oil and gas industry, which has negatively affected our rentals to
participants in this industry. Decreases in general or industry-specific economic activity adversely affect our operating
results by causing our revenues to decline and, because certain of our costs are fixed, our operating margins to be
reduced. While many areas of the global economy are improving, a slowdown in the economic recovery or worsening
of economic conditions, in particular with respect to North American construction and general industrial activities,
could cause weakness in our end markets and adversely affect our revenues and operating results.

The following factors, among others, may cause weakness in our end markets, either temporarily or long-term:

a decrease in expected levels of infrastructure spending;

a decrease in the expected levels of rental versus ownership of equipment;

a lack of availability of credit;

an increase in the cost of construction materials;

an increase in interest rates;

adverse weather conditions, which may temporarily affect a particular region; or

terrorism or hostilities involving the United States or Canada.

We may not be successful in implementing our strategy of further reducing operating costs and our cost reduction
initiatives may have adverse consequences.

We are continuing to implement initiatives to reduce our operating expenses. These initiatives may include headcount
reductions, business process outsourcing, business process re-engineering, internal reorganization and other expense
controls. We cannot assure you that our cost reduction initiatives will achieve any further success. Whether or not
successful, our cost reduction initiatives involve significant expenses and we expect to incur further expenses
associated with these initiatives, some of which may be material in the period in which they are incurred.

Even if we achieve further success with our cost reduction initiatives, we face risks associated with our initiatives,
including declines in employee morale or the level of customer service we provide, the efficiency of our operations or
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the effectiveness of our internal controls. Any of these risks could have a material adverse impact on our results of
operations, financial condition, liquidity and cash flows.
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If our new initiatives to reduce costs, increase efficiencies and increase customer loyalty are not successful, our
margins may suffer.

Our 2014 operating results suffered due to areas of inefficiency within the organization, excess fleet capacity and an
aging fleet, which we believe negatively impacted our market share. We have moved aggressively to pursue
opportunities to deliver cost savings, increase our efficiency and regain customer loyalty. If we are unsuccessful in
taking advantage of these opportunities and continue to lose market share, we may be unable to align our cost
structure to lower levels of demand, which could depress our margins. In addition, some internet travel intermediaries
use generic indicators of the type of vehicle (such as “standard” or “compact”) at the expense of brand identification and
some intermediaries have launched their own loyalty programs to develop loyalties to their reservation system rather
than to our brands. If the volume of sales made through internet travel intermediaries increases significantly and
consumers develop stronger loyalties to these intermediaries rather than to our brands, our business and revenues
could be harmed. If our market share suffers due to lower levels of customer loyalty, our financial results could
continue to suffer.

An impairment of our goodwill or our indefinite lived intangible assets could have a material non-cash adverse impact
on our results of operations.

We review our goodwill and indefinite lived intangible assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of these assets may not be recoverable and at least annually. If
economic deterioration occurs, then we may be required to record charges for goodwill or indefinite lived intangible
asset impairments in the future, which could have a material adverse non-cash impact on our results of operations.

Our foreign operations expose us to risks that may materially adversely affect our results of operations, liquidity and
cash flows.

A significant portion of our annual revenues are generated outside the U.S., and we intend to pursue additional
international growth opportunities. Operating in many different countries exposes us to varying risks, which include:
(1) multiple, and sometimes conflicting, foreign regulatory requirements and laws that are subject to change and are
often much different than the domestic laws in the U.S., including laws relating to taxes, automobile-related liability,
insurance rates, insurance products, consumer privacy, data security, employment matters, cost and fee recovery, and
the protection of our trademarks and other intellectual property; (ii) the effect of foreign currency translation risk, as
well as limitations on our ability to repatriate income; (iii) varying tax regimes, including consequences from changes
in applicable tax laws; (iv) local ownership or investment requirements, as well as difficulties in obtaining financing
in foreign countries for local operations; and (v) political and economic instability, natural calamities, war, and
terrorism. The effects of these risks may, individually or in the aggregate, materially adversely affect our results of
operations, liquidity, cash flows and ability to diversify internationally.

Manufacturer safety recalls could create risks to our business.

Our cars may be subject to safety recalls by their manufacturers. A recall may cause us to retrieve cars from renters
and decline to rent recalled cars until we can arrange for the steps described in the recall to be taken. If a large number
of cars are the subject of a recall or if needed replacement parts are not in adequate supply, we may not be able to rent
recalled cars for a significant period of time. Those types of disruptions could jeopardize our ability to fulfill existing
contractual commitments or satisfy demand for our vehicles, and could also result in the loss of business to our
competitors. Depending on the severity of any recall, it could materially adversely affect our revenues, create
customer service problems, reduce the residual value of the recalled cars and harm our general reputation.
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We may fail to respond adequately to changes in technology and customer demands.

In recent years our industry has been characterized by rapid changes in technology and customer demands. For
example, in recent years, industry participants have taken advantage of new technologies to improve fleet efficiency,
decrease customer wait times and improve customer satisfaction. Many industries have also seen the entry of new
competitors whose businesses are based on emerging mobile platforms. Our ability to continually improve our current
processes and products in response to changes in technology is essential in maintaining our competitive position and
maintaining current levels of customer satisfaction. We may experience technical or other difficulties that could delay
or prevent the development, introduction or marketing of new products or enhanced product offerings.
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Our business is heavily reliant upon communications networks and centralized information technology systems and
the concentration of our systems creates risks for us.

We rely heavily on communication networks and information technology systems to accept reservations, process
rental and sales transactions, manage our pricing, manage our fleets of cars and equipment, manage our financing
arrangements, account for our activities and otherwise conduct our business. Our reliance on these networks and
systems exposes us to various risks that could cause a loss of reservations, interfere with our ability to manage our
fleet, slow rental and sales processes, adversely affect our ability to comply with our financing arrangements and
otherwise materially adversely affect our ability to manage our business effectively. Our major information
technology systems, reservations and accounting functions are centralized in a few locations worldwide. Any
disruption, termination or substandard provision of these services, whether as the result of localized conditions (such
as a fire, explosion or hacking), failure of our systems to function as designed, or as the result of events or
circumstances of broader geographic impact (such as an earthquake, storm, flood, epidemic, strike, act of war, civil
unrest or terrorist act), could materially adversely affect our business by disrupting normal reservations, customer
service, accounting and information technology functions or by eliminating access to financing arrangements. Any
disruption or poor performance of our systems could lead to lower revenues, increased costs or other material adverse
effects on our results of operations.

Failure to maintain, upgrade and consolidate our information technology networks could adversely affect us.

We are continuously upgrading and consolidating our systems, including making changes to legacy systems, replacing
legacy systems with successor systems with new functionality and acquiring new systems with new functionality. In
particular, we currently have a material weakness in our internal control due, in part, to the weakness in our
accounting system. We are also continuing to integrate Dollar Thrifty’s legacy systems, which has taken us longer, and
cost us more, than initially expected. These types of activities subject us to additional costs and inherent risks
associated with replacing and changing these systems, including impairment of our ability to manage our business,
potential disruption of our internal control structure, substantial capital expenditures, additional administration and
operating expenses, retention of sufficiently skilled personnel to implement and operate the new systems, demands on
management time, and other risks and costs of delays or difficulties in transitioning to new systems or of integrating
new systems into our current systems. Our system implementations may not result in productivity improvements at a
level that outweighs the costs of implementation, or at all. In addition, the implementation of new technology systems
may cause disruptions in our business operations and have an adverse effect on our business and operations, if not
anticipated and appropriately mitigated and our competitive position may be adversely affected if we are unable to
maintain systems that allow us to manage our business in a competitive manner.

The misuse or theft of information we possess, including as a result of cyber security breaches, could harm our brand,
reputation or competitive position and give rise to material liabilities.

We regularly possess, store and handle non-public information about millions of individuals and businesses, including
both credit and debit card information and other sensitive and confidential personal information. In addition, our
customers regularly transmit confidential information to us via the internet and through other electronic means.
Despite the security measures we currently have in place, our facilities and systems and those of our third-party
service providers may contain defects in design or manufacture or other problems that could unexpectedly
compromise information security. Unauthorized parties may also attempt to gain access to our systems or facilities, or
those of third parties with whom we do business, through fraud, trickery, or other forms of deception of our
employees or contractors. Many of the techniques used to obtain unauthorized access, including viruses, worms and
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other malicious software programs, are difficult to anticipate until launched against a target and we may be unable to
implement adequate preventative measures. Our failure to maintain the security of that data, whether as the result of
our own error or the malfeasance or errors of others, could harm our reputation, interrupt our operations, result in
governmental investigations and give rise to a host of civil or criminal liabilities. Any such failure could lead to lower
revenues, increased remediation, prevention and other costs and other material adverse effects on our results of
operations.
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Our leases and vehicle rental concessions expose us to risks.

We maintain a substantial network of car rental locations, including what we believe is the largest number of
company-operated airport car rental locations in the U.S. and at a number of airports internationally. Many of these
locations are leased and, in the case of airport car rental locations, the subject of vehicle rental concessions where
vehicle rental companies are frequently required to bid periodically for the available locations. If we are unable to
continue operating these facilities at their current locations due to the termination of leases or vehicle rental
concessions, particularly at airports, which comprise a majority of our revenues, our operating results could be
adversely affected.

Maintaining favorable brand recognition is essential to our success, and failure to do so could materially adversely
affect our results of operations.

Our business is heavily dependent upon the favorable brand recognition of our "Hertz", "Dollar", "Thrifty", and
"Firefly" brand names have in the markets in which they participate. Factors affecting brand recognition are often
outside our control, and our efforts to maintain or enhance favorable brand recognition, such as marketing and
advertising campaigns, may not have their desired effects. In addition, although our licensing partners are subject to
contractual requirements to protect our brands, it may be difficult to monitor or enforce such requirements,
particularly in foreign jurisdictions. Any decline in perceived favorable recognition of our brands could materially
adversely affect our results of operations.

Our business operations are dependent upon our new senior management team and the ability of our other new
employees to learn their new roles.

Within the past two years, we have substantially changed our senior management team and have replaced many of the
other employees performing key functions at our corporate headquarters. We have a new Chief Executive Officer who
started on November 20, 2014, a new Chief Financial Officer who started on December 9, 2013 and many other new
members of our senior management team. In addition, in connection with the transition of our corporate headquarters
from Park Ridge, New Jersey to Estero, Florida, we have replaced many other employees in other key functions. As
new employees gain experience in their roles, we could experience inefficiencies or a lack of business continuity due
to loss of historical knowledge and a lack of familiarity of new employees with business processes, operating
requirements, policies and procedures, some of which are new, and key information technologies and related
infrastructure used in our day-to-day operations and financial reporting and we may experience additional costs as
new employees learn their roles and gain necessary experience. It is important to our success that these key employees
quickly adapt to and excel in their new roles. If they are unable to do so, our business and financial results could be
materially adversely affected. In addition, if we were to lose the services of any one or more key employees, whether
due to death, disability or termination of employment, our ability to successfully implement our business strategy,
financial plans, marketing and other objectives, could be significantly impaired.

We may face issues with our union employees.

Labor contracts covering the terms of employment of approximately 6,000 employees in the U.S. (including those in
the U.S. territories) are presently in effect under approximately 125 active contracts with local unions, affiliated
primarily with the International Brotherhood of Teamsters and the International Association of Machinists. These
contracts are renegotiated periodically. Failure to negotiate a new labor agreement when required could result in a
work stoppage. Although we believe that our labor relations have generally been good, it is possible that we could
become subject to additional work rules imposed by agreements with labor unions, or that work stoppages or other
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labor disturbances could occur in the future. In addition, our non-union workforce has been subject to unionization
efforts in the past, and we could be subject to future unionization, which could lead to increases in our operating costs
and/or constraints on our operating flexibility.

The restatement of our previously issued financial statements has been time-consuming and expensive and could
expose us to additional risks that could materially adversely affect our financial position, results of operations and
cash flows.

As discussed in the Explanatory Note to this Annual Report and in Note 2, "Restatement"” to the Notes to our
consolidated financial statements included in this Annual Report under the caption Item 8, "Financial Statements and

Supplementary Data", we are restating our previously issued financial statements for the years ended December 31,
2013 and 2012
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and the interim periods within 2013. We have also restated our financial results for the year ended December 31,
2011, as reflected in Item 6, "Selected Financial Data." These restatements, and the misstatements that necessitated
our review of our financial statements, have been time-consuming and expensive and could expose us to a number of
additional risks that could materially adversely affect our financial position, results of operations and cash flows.

In particular, we have incurred significant expenses, including audit, legal, consulting and other professional fees and
lender and noteholder consent fees, in connection with the restatement of our previously issued financial statements
and the ongoing remediation of weaknesses in our internal control over financial reporting. We have taken a number
of steps, including adding significant internal resources and implemented a number of additional procedures, in order
to strengthen our accounting function and attempt to reduce the risk of additional misstatements in our financial
statements. To the extent these steps are not successful, we could be forced to incur additional time and expense. Our
management’s attention has also been diverted from the operation of our business in connection with the restatements
and ongoing remediation of material weaknesses in our internal controls.

We are also subject to a number of claims, investigations and proceedings arising out of the misstatements in our
financial statements, including investigations by the New York Regional Office of the SEC and a state securities
regulator. See “The restatement of our previously issued financial results has resulted in government investigations and
could result in government enforcement actions and private litigation.”

We have identified material weaknesses in our internal control over financial reporting which could, if not remediated,
adversely affect our ability to report our financial condition and results of operations in a timely and accurate manner,
which may adversely affect investor confidence in our company and, as a result, the value of our common stock.

Our management is responsible for establishing and maintaining adequate internal control over our financial reporting,
as defined in Rule 13a-15(f) under the Exchange Act. In Item 9A, "Controls and Procedures” of this Annual Report,
management identified material weaknesses in our internal control over financial reporting.

As a result of the material weaknesses, our management concluded that our internal control over financial reporting
was not effective as of December 31, 2014. The assessment was based on criteria established in Internal
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission in
2013. We are actively engaged in developing a remediation plan designed to address the material weaknesses, but our
remediation efforts are not complete and are ongoing. If our remedial measures are insufficient to address the material
weaknesses, or if additional material weaknesses or significant deficiencies in our internal control are discovered or
occur in the future, it may materially adversely affect our ability to report our financial condition and results of
operations in a timely and accurate manner. If we are unable to report our results in a timely and accurate manner, we
may not be able to comply with the applicable covenants in our financing arrangements, and may be required to seek
additional waivers or repay amounts under these financing arrangements earlier than anticipated, which could
adversely impact our liquidity and financial condition. Although we continually review and evaluate internal control
systems to allow management to report on the sufficiency of our internal controls, we cannot assure you that we will
not discover additional weaknesses in our internal control over financial reporting. The next time we evaluate our
internal control over financial reporting, if we identify one or more new material weaknesses or are unable to timely
remediate our existing weaknesses, we may be unable to assert that our internal controls are effective. If we are unable
to assert that our internal control over financial reporting is effective, or if our independent registered public
accounting firm is unable to express an opinion on the effectiveness of our internal controls, we could lose investor
confidence in the accuracy and completeness of our financial reports, which would have a material adverse effect on
the price of our common stock and possibly impact our ability to obtain future financing on acceptable terms. We may
also lose assets if we do not maintain adequate internal controls.
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The restatement of our previously issued financial results has resulted in government investigations and could result in
government enforcement actions and private litigation that could have a material adverse impact on our results of
operations, financial condition, liquidity and cash flows.

We are subject to securities class action litigation relating to our previous public disclosures. In addition, the New
York Regional Office of the SEC and a state securities regulator are currently investigating the events disclosed in
certain of our filings with the SEC. For additional discussion of these matters, see Note 14, "Contingencies and
Off-Balance Sheet Commitments," to the Notes to our consolidated financial statements included in this Annual
Report under the caption “Item 8-Financial Statements and Supplementary Data.” We could also become subject to
private litigation or investigations, or one or more government enforcement actions, arising out of the misstatements
in our previously issued financial statements. Our management may be required to devote significant time and
attention to these matters, and these and any additional matters that arise could have a material adverse impact on our
results of operations, financial condition, liquidity and cash flows. While we cannot estimate our potential exposure in
these matters at this time, we have already expended significant amounts investigating the claims underlying and
defending this litigation and expect to continue to need to expend significant amounts to defend this litigation.

We may pursue strategic transactions which could be difficult to implement, disrupt our business or change our
business profile significantly.

Any future strategic acquisition or disposition of assets or a business could involve numerous risks, including: (i)
potential disruption of our ongoing business and distraction of management; (ii) difficulty integrating the acquired
business or segregating assets and operations to be disposed of; (iii) exposure to unknown, contingent or other
liabilities, including litigation arising in connection with the acquisition or disposition or against any business we may
acquire; (iv) changing our business profile in ways that could have unintended negative consequences; and (v) the
failure to achieve anticipated synergies.

If we enter into significant strategic transactions, the related accounting charges may affect our financial condition and
results of operations, particularly in the case of an acquisition. The financing of any significant acquisition may result
in changes in our capital structure, including the incurrence of additional indebtedness. A material disposition could
require the amendment or refinancing of our outstanding indebtedness or a portion thereof.

The separation of our car and equipment rental businesses into two independent, publicly traded companies will
require significant time, resources and attention from management and may not be completed.

In March 2014, we announced our intention to separate our car and equipment rental businesses into two independent,
publicly traded companies. This separation has been delayed by our thorough review of our historical financial
statements and other unanticipated developments could result in further delays. Completing the separation will require
significant time, resources and attention from management, which could distract management from the operation of
our business and the execution of our other initiatives and we cannot assure you that we will be able to complete the
separation. If we are unable to complete the separation, we will have incurred costs without realizing the benefits of
such transaction and if we complete the separation, such transaction may not achieve the intended results. Our
employees may also be distracted due to uncertainty about their future roles pending the completion of the separation.
Any such difficulties could have a material adverse effect on our financial condition, results of operations or cash
flows.

Our continuing efforts to combine and integrate the businesses of Hertz and Dollar Thrifty may be difficult, costly or
time-consuming, which may adversely affect our results.
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We are continuing our efforts to combine and integrate our Hertz and Dollar Thrifty businesses in an efficient and
effective manner. Integration efforts between the two companies have taken longer than expected and we are
continuing to integrate the computer systems and fleets of the two companies. These ongoing efforts may continue to
divert management attention and resources. It is possible that the overall integration process could result in the loss of
key employees, the disruption of business or inconsistencies in standards, controls, procedures and policies that
adversely affect our ability to maintain relationships with customers, employees, suppliers, lenders and franchisees or
to achieve the anticipated benefits of the acquisition. Any further delays encountered in the integration process could
have an adverse effect upon our revenues, level of expenses and operating results. In addition, the integration may
result in additional and unforeseen expenses, and the anticipated benefits of the overall integration plan may not be
realized. Actual synergies, if achieved at all, may be lower than what we expect and may take longer to achieve than
anticipated.
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Some or all of our deferred tax assets could expire if we experience an "ownership change" as defined in Section 382
of the Internal Revenue Code of 1986, as amended (the "Code").

An "ownership change" could limit our ability to utilize tax attributes, including net operating losses, capital loss
carryovers, excess foreign tax carry forwards, and credit carryforwards, to offset future taxable income. As of
December 31, 2014, we had a U.S. federal net operating loss carryforward of approximately $4 billion (expiring
2028). Our ability to use such tax attributes to offset future taxable income and tax liability may be significantly
limited if we experience an "ownership change" as defined in Section 382(g) of the Code. In general, an ownership
change will occur when the percentage of Hertz Global Holdings, Inc.’s ownership (by value) of one or more
"5-percent shareholders" (as defined in the Code) has increased by more than 50 percentage points over the lowest
percentage of stock owned by such shareholders at any time during the prior three years (calculated on a rolling basis).
An entity that experiences an ownership change generally should be subject to an annual limitation on its
pre-ownership change tax loss carryforward equal to the equity value of the corporation immediately before the
ownership change, multiplied by the long-term, tax-exempt rate posted monthly by the IRS (subject to certain
adjustments). The annual limitation accumulates each year to the extent that there is any unused limitation from a
prior year. The limitation on our ability to utilize tax losses and credit carryforwards arising from an ownership
change under Section 382 depends on the value of our equity at the time of any ownership change. If we were to
experience an "ownership change", it is possible that a significant portion of our tax loss carryforwards could expire
before we would be able to use them to offset future taxable income. Many states adopt the federal section 382 rules
and therefore have similar limitations with respect to state tax attributes.

We face risks related to liabilities and insurance.

Our businesses expose us to claims for personal injury, death and property damage resulting from the use of the cars
and equipment rented or sold by us, and for employment-related injury claims by our employees. Currently, we
generally self-insure up to $10 million per occurrence in the U.S. and Europe for vehicle and general liability
exposures, $5 million for employment-related injury claims, and we also maintain insurance with unaffiliated carriers
in excess of such levels up to $200 million per occurrence for the current policy year, or in the case of international
operations outside of Europe, in such lower amounts as we deem adequate given the risks. We cannot assure you that
we will not be exposed to uninsured liability at levels in excess of our historical levels resulting from multiple payouts
or otherwise, that liabilities in respect of existing or future claims will not exceed the level of our insurance, that we
will have sufficient capital available to pay any uninsured claims or that insurance with unaffiliated carriers will
continue to be available to us on economically reasonable terms or at all. See Item 1, ‘‘Business—Insurance and Risk
Management’’ and Note 14, "Contingencies and Off-Balance Sheet Arrangements" to the Notes to our consolidated
financial statements included in this Annual Report under the caption "Item 8-Financial Statements and
Supplementary Data."

We could face a significant withdrawal liability if we withdraw from participation in multiemployer pension plans or
in the event other employers in such plans become insolvent and at least one multiemployer plan in which we
participate is reported to have underfunded liabilities, any of which could have a material adverse effect on our
financial position, results of operations or cash flows.

We could face a significant withdrawal liability if we withdraw from participation in one or more multiemployer
pension plans in which we participate or in the event other employers in such plans become insolvent, any of which
could have a material adverse effect on our financial position, results of operations or cash flows.

We participate in various "multiemployer" pension plans. In the event that we withdraw from participation in one of

these plans, then applicable law could require us to make an additional lump-sum contribution to the plan, and we
would have to reflect that as an expense in our consolidated statement of operations and as a liability on our
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consolidated balance sheet. Our withdrawal liability for any multiemployer plan would depend on the extent of the
plan's funding of vested benefits. Our multiemployer plans could have significant underfunded liabilities. Such
underfunding may increase in the event other employers become insolvent or withdraw from the applicable plan or
upon the inability or failure of withdrawing employers to pay their withdrawal liability. In addition, such
underfunding may increase as a result of lower than expected returns on pension fund assets or other funding
deficiencies. The occurrence of any of these events could have a material adverse effect on our consolidated financial
position, results of operations or cash flows. See Note 7, "Employee Retirement Benefits," to the Notes to our
consolidated financial statements included in this Annual Report under the caption "Item 8-Financial Statements and
Supplementary Data."
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Environmental laws and regulations and the costs of complying with them, or any liability or obligation imposed
under them, could materially adversely affect our financial position, results of operations or cash flows.

We are subject to federal, state, local and foreign environmental laws and regulations in connection with our

operations, including with respect to the ownership and operation of tanks for the storage of petroleum products, such

as gasoline, diesel fuel and motor and waste oils. We cannot assure you that our tanks will at all times remain free

from leaks or that the use of these tanks will not result in significant spills or leakage. If leakage or a spill occurs, it is
possible that the resulting costs of cleanup, investigation and remediation, as well as any resulting fines, could be
significant. We cannot assure you that compliance with existing or future environmental laws and regulations will not
require material expenditures by us or otherwise have a material adverse effect on our consolidated financial position,
results of operations or cash flows. See Item 1, ‘‘Business—Governmental Regulation and Environmental Matters’’ in this
Annual Report.

The U.S. Congress and other legislative and regulatory authorities in the U.S. and internationally have considered, and
will likely continue to consider, numerous measures related to climate change and greenhouse gas emissions. Should
rules establishing limitations on greenhouse gas emissions or rules imposing fees on entities deemed to be responsible
for greenhouse gas emissions become effective, demand for our services could be affected, our fleet and/or other costs
could increase, and our business could be adversely affected.

Changes in the U.S. legal and regulatory environment that affect our operations, including laws and regulations
relating to taxes, automobile-related liability, insurance rates, insurance products, consumer privacy, data security,
employment matters, licensing and franchising, automotive retail sales, cost and fee recovery and the banking and
financing industry could disrupt our business, increase our expenses or otherwise have a material adverse effect on our
results of operations.

We are subject to a wide variety of U.S. laws and regulations and changes in the level of government regulation of our
business have the potential to materially alter our business practices and materially adversely affect our financial
position and results of operations, including our profitability. Those changes may come about through new laws and
regulations or changes in the interpretation of existing laws and regulations.

Any new, or change in existing, U.S. law and regulation with respect to optional insurance products or policies could
increase our costs of compliance or make it uneconomical to offer such products, which would lead to a reduction in
revenue and profitability. For further discussion regarding how changes in the regulation of insurance intermediaries
may affect us, see Item 1, ‘‘Business—Risk Management’’ in this Annual Report. If customers decline to purchase
supplemental liability insurance products from us as a result of any changes in these laws or otherwise, our results of
operations could be materially adversely affected.

Changes in the U.S. legal and regulatory environment in the areas of customer privacy, data security and cross-border
data flow could have a material adverse effect on our business, primarily through the impairment of our marketing and
transaction processing activities, and the resulting costs of complying with such legal and regulatory requirements. It
is also possible that we could face significant liability for failing to comply with any such requirements.

We derive revenue through rental activities of the Hertz, Dollar, Thrifty and Firefly brands under franchise and license
arrangements. These arrangements are subject to a number of federal and state laws and regulations that impose
limitations on our interactions with counter-parties. In addition, the automotive retail industry, including our network
of company-operated car sales locations, is subject to a wide range of federal, state and local laws and regulations,
such as those relating to motor vehicle sales, retail installment sales and related finance and insurance matters,
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advertising, licensing, consumer protection and consumer privacy. Changes in these laws and regulations that impact
our franchising and licensing arrangements or our automotive retail sales could adversely impact our results.

In most places where we operate, we pass through various expenses, including the recovery of vehicle licensing costs
and airport concession fees, to our rental customers as separate charges. We believe that our expense pass throughs,
where imposed, are properly disclosed and are lawful. However, we may in the future be subject to potential
legislative, regulatory or administrative changes or actions which could limit, restrict or prohibit our ability to
separately state, charge and recover vehicle licensing costs and airport concession fees, which could result in a
material adverse effect on our results of operations.

28

67



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents
HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
ITEM 1A. RISK FACTORS (Continued)

Certain new or proposed laws and regulations with respect to the banking and finance industries, including the
Dodd-Frank Wall Street Reform and Consumer Protection Act and amendments to Regulation AB, could restrict our
access to certain financing arrangements and increase our financing costs, which could have a material adverse effect
on our financial position, results of operations, liquidity and cash flows.

RISKS RELATED TO OUR SUBSTANTIAL INDEBTEDNESS

Our substantial level of indebtedness could materially adversely affect our results of operations, cash flows, liquidity
and ability to compete in our industry.

As of December 31, 2014, we had debt outstanding of $15,993 million. Our substantial indebtedness could materially
adversely affect us. For example, it could: (i) make it more difficult for us to satisfy our obligations to the holders of
our outstanding debt securities and to the lenders under our various credit facilities, resulting in possible defaults on,
and acceleration or early amortization of, such indebtedness; (ii) be difficult to refinance or borrow additional funds in
the future; (iii) require us to dedicate a substantial portion of our cash flows from operations and investing activities to
make payments on our debt, which would reduce our ability to fund working capital, capital expenditures or other
general corporate purposes; (iv) increase our vulnerability to general adverse economic and industry conditions (such
as credit-related disruptions), including interest rate fluctuations, because a portion of our borrowings are at floating
rates of interest and are not hedged against rising interest rates, and the risk that one or more of the financial
institutions providing commitments under our revolving credit facilities fails to fund an extension of credit under any
such facility, due to insolvency or otherwise, leaving us with less liquidity than expected; (v) place us at a competitive
disadvantage to our competitors that have proportionately less debt or comparable debt at more favorable interest rates
or on better terms; and (vi) limit our ability to react to competitive pressures, or make it difficult for us to carry out
capital spending that is necessary or important to our growth strategy and our efforts to improve operating margins.
While the terms of the agreements and instruments governing our outstanding indebtedness contain certain restrictions
upon our ability to incur additional indebtedness, they do not fully prohibit us from incurring substantial additional
indebtedness and do not prevent us from incurring obligations that do not constitute indebtedness. If new debt or other
obligations are added to our current liability levels without a corresponding refinancing or redemption of our existing
indebtedness and obligations, these risks would increase. For a description of the amounts we have available under
certain of our debt facilities, see Item 7, "Management's Discussion and Analysis of Financial Condition and Results
of Operations-Liquidity and Capital Resources—Borrowing Capacity and Availability” included in this Annual Report
and Note 6, "Debt," to the Notes to our consolidated financial statements included in this Annual Report under the
caption Item 8, "Financial Statements and Supplementary Data.

Our ability to manage these risks depends on financial market conditions as well as our financial and operating
performance, which, in turn, is subject to a wide range of risks, including those described under “Risks Related to Our
Business” included in this Annual Report.

If our capital resources (including borrowings under our revolving credit facilities and access to other refinancing
indebtedness) and operating cash flows are not sufficient to pay our obligations as they mature or to fund our liquidity
needs, we may be forced to do, among other things, one or more of the following: (i) sell certain of our assets;

(i) reduce the size of our rental fleet; (iii) reduce or delay capital expenditures; (iv) obtain additional equity capital;
(v) forgo business opportunities, including acquisitions and joint ventures; or (vi) restructure or refinance all or a
portion of our debt on or before maturity.

We cannot assure you that we would be able to accomplish any of these alternatives on a timely basis or on
satisfactory terms, if at all. Furthermore, we cannot assure you that we will maintain financing activities and cash

68



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

flows sufficient to permit us to pay the principal, premium, if any, and interest on our indebtedness. If we cannot
refinance or otherwise pay our obligations as they mature and fund our liquidity needs, our business, financial
condition, results of operations, cash flows, liquidity, ability to obtain financing and ability to compete in our industry
could be materially adversely affected.

Our reliance on asset-backed and asset-based financing arrangements to purchase cars subjects us to a number of risks,
many of which are beyond our control.

We rely significantly on asset-backed and asset-based financing to purchase cars. If we are unable to refinance or
replace our existing asset-backed and asset-based financing or continue to finance new car acquisitions through asset-
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backed or asset-based financing on favorable terms, on a timely basis, or at all, then our costs of financing could
increase significantly and have a material adverse effect on our liquidity, interest costs, financial condition, cash flows
and results of operations.

Our asset-backed and asset-based financing capacity could be decreased, our financing costs and interest rates could
be increased, or our future access to the financial markets could be limited, as a result of risks and contingencies,
many of which are beyond our control, including: (i) the acceptance by credit markets of the structures and structural
risks associated with our asset-backed and asset-based financing arrangements; (ii) the credit ratings provided by
credit rating agencies for our asset-backed indebtedness; (iii) third parties requiring changes in the terms and structure
of our asset-backed or asset-based financing arrangements, including increased credit enhancement or required cash
collateral and/or other liquid reserves; (iv) the insolvency or deterioration of the financial condition of one or more of
our principal car manufacturers; or (v) changes in laws or regulations, including judicial review of issues of first
impression, that negatively impact any of our asset-backed or asset-based financing arrangements.

Any reduction in the value of certain cars in our fleet could effectively increase our car fleet costs, adversely impact
our profitability and potentially lead to decreased borrowing base availability in our asset-backed and certain
asset-based vehicle financing facilities due to the credit enhancement requirements for such facilities, which could
increase if market values for vehicles decrease below net book values for those vehicles. In addition, if disposal of
vehicles in the used vehicle marketplace were to become severely limited at a time when required collateral levels
were rising and as a result we failed to meet the minimum required collateral levels, the principal under our
asset-backed and certain asset-based financing arrangements may be required to be repaid sooner than anticipated with
vehicle disposition proceeds and lease payments we make to our special purpose financing subsidiaries. If that were to
occur, the holders of our asset-backed and certain asset-based debt may have the ability to exercise their right to direct
the trustee or other secured party to foreclose on and sell vehicles to generate proceeds sufficient to repay such debt.

The occurrence of certain events, including those described in the paragraph above, could result in the occurrence of
an amortization event pursuant to which the proceeds of sales of cars that collateralize the affected asset-backed
financing arrangement would be required to be applied to the payment of principal and interest on the affected facility
or series, rather than being reinvested in our car rental fleet. In the case of our asset-backed financing arrangements,
certain other events, including defaults by us and our affiliates in the performance of covenants set forth in the
agreements governing certain fleet debt, could result in the occurrence of a liquidation event with the passing of time
or immediately pursuant to which the trustee or holders of the affected asset-backed financing arrangement would be
permitted to require the sale of the assets collateralizing that series. Any of these consequences could affect our
liquidity and our ability to maintain sufficient fleet levels to meet customer demands and could trigger cross-defaults
under certain of our other financing arrangements.

Any reduction in the value of the equipment rental fleet of HERC (which could occur due to a reduction in the size of
the fleet or the value of the assets within the fleet) could not only effectively increase our equipment rental fleet costs
and adversely impact our profitability, but would result in decreased borrowing base availability under certain of our
asset-based financing arrangements, which could have a material adverse effect on our financial position, liquidity,
cash flows and results of operations.

Substantially all of our consolidated assets secure certain of our outstanding indebtedness, which could materially
adversely affect our debt and equity holders and our business.

Substantially all of our consolidated assets, including our car and equipment rental fleets and Donlen's lease portfolio,
are subject to security interests or are otherwise encumbered for the lenders under our asset-backed and asset-based
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financing arrangements. As a result, the lenders under those facilities would have a prior claim on such assets in the
event of our bankruptcy, insolvency, liquidation or reorganization, and we may not have sufficient funds to pay in full,
or at all, all of our creditors or make any amount available to holders of our equity. The same is true with respect to
structurally senior obligations: in general, all liabilities and other obligations of a subsidiary must be satisfied before
the assets of such subsidiary can be made available to the creditors (or equity holders) of the parent entity.

Because substantially all of our assets are encumbered under financing arrangements, our ability to incur additional
secured indebtedness or to sell or dispose of assets to raise capital may be impaired, which could have a material
adverse effect on our financial flexibility and force us to attempt to incur additional unsecured indebtedness, which
may not be available to us.

30

71



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents
HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
ITEM 1A. RISK FACTORS (Continued)

Restrictive covenants in certain of the agreements and instruments governing our indebtedness may materially
adversely affect our financial flexibility or may have other material adverse effects on our business, financial
condition, cash flows and results of operations.

Certain of our credit facilities and other asset-based and asset-backed financing arrangements contain covenants that,
among other things, restrict Hertz and its subsidiaries' ability to: (i) dispose of assets; (ii) incur additional
indebtedness; (iii) incur guarantee obligations; (iv) prepay other indebtedness or amend other financing arrangements;
(v) pay dividends; (vi) create liens on assets; (vii) sell assets; (viii) make investments, loans, advances or capital
expenditures; (ix) make acquisitions; (x) engage in mergers or consolidations; (xi) change the business conducted by
us; and (xii) engage in certain transactions with affiliates.

Our Senior ABL Facility (as defined in Note 6, "Debt," to the Notes to our consolidated financial statements included
in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data”) contains a financial
covenant that obligates us to maintain a specified fixed charge coverage ratio if we fail to maintain a specified
minimum level of liquidity. Our ability to comply with this covenant will depend on our ongoing financial and
operating performance, which in turn are subject to, among other things, the risks identified in “Risks Related to Our
Business.”

Additionally, the documentation of various of our (and/or our special purpose subsidiaries') financing facilities require
us to file certain quarterly and annual reports and certain of our subsidiaries to file statutory financial statements
within certain time periods.

The agreements governing our financing arrangements contain numerous covenants. The breach of any of these
covenants or restrictions could result in a default under the relevant agreement, which could, in turn, cause cross-
defaults under our other financing arrangements. In such event, we may be unable to borrow under the Senior ABL
Facility and certain of our other financing arrangements and may not be able to repay the amounts due under such
arrangements, which could have a material adverse effect on our business, financial condition, cash flows and results
of operations.

An increase in interest rates or in our borrowing margin would increase the cost of servicing our debt and could reduce
our profitability.

A significant portion of our outstanding debt bears interest at floating rates. As a result, to the extent we have not
hedged against rising interest rates, an increase in the applicable benchmark interest rates would increase our cost of
servicing our debt and could materially adversely affect our liquidity and results of operations.

In addition, we regularly refinance our indebtedness. If interest rates or our borrowing margins increase between the
time an existing financing arrangement was consummated and the time such financing arrangement is refinanced, the
cost of servicing our debt would increase and our liquidity and results of operations could be materially adversely
affected.

RISKS RELATING TO OUR COMMON STOCK

Hertz Holdings is a holding company with no operations of its own and depends on its subsidiaries for cash.
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The operations of Hertz Holdings are conducted nearly entirely through its subsidiaries and its ability to generate cash
to meet its debt service obligations or to pay dividends on its common stock is dependent on the earnings and the
receipt of funds from its subsidiaries via dividends or intercompany loans. However, none of the subsidiaries of Hertz
Holdings are obligated to make funds available to Hertz Holdings for the payment of dividends or the service of its
debt. In addition, certain states' laws and the terms of certain of our debt agreements significantly restrict, or prohibit,
the ability of Hertz and its subsidiaries to pay dividends, make loans or otherwise transfer assets to Hertz Holdings,
including state laws that require dividends to be paid only from surplus. If Hertz Holdings' does not receive cash from
its subsidiaries, then Hertz Holdings financial condition could be materially adversely affected.
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Our share price may decline if a large number of our shares are sold or if we issue a large number of new shares.

We have a significant number of authorized but unissued shares, including shares available for issuance pursuant to
our various equity plans. A sale of a substantial number of our shares or other equity-related securities in the public
market pursuant to new issuances or by significant stockholders could depress the market price of our stock and
impair our ability to raise capital through the sale of additional equity securities. Any such sale or issuance would
dilute the ownership interests of the then-existing stockholders, and could have material adverse effect on the market
price of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

We operate car rental locations at or near airports and in central business districts and suburban areas of major cities in
the U.S., including Puerto Rico and the U.S. Virgin Islands, Canada, France, Germany, Italy, the United Kingdom,
Spain, the Netherlands, Belgium, Luxembourg, the Czech Republic, Slovakia, Australia, New Zealand and Brazil, as
well as retail used car sales locations in the U.S., France and Australia. We operate equipment rental locations in the
U.S., Canada, France, Spain, China and Saudi Arabia and have a branch of our entertainment services business in the
United Kingdom. We also operate headquarters, sales offices and service facilities in the foregoing countries in
support of our car rental and equipment rental operations, as well as small car rental sales offices and service facilities
in a select number of other countries in Europe and Asia.

We own approximately 5% of the locations from which we operate our car and equipment rental businesses and in
some cases own real property that we lease to franchisees or other third parties. The remaining locations from which
we operate our car and equipment rental businesses are leased or operated under concessions from governmental
authorities and private entities. Those leases and concession agreements typically require the payment of minimum
rents or minimum concession fees and often also require us to pay or reimburse operating expenses; to pay additional
rent, or concession fees above guaranteed minimums, based on a percentage of revenues or sales arising at the relevant
premises; or to do both. See Note 11, "Lease and Concession Agreements," to the Notes to our consolidated financial
statements included in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

In addition to the above operational locations, we own three major facilities in the vicinity of Oklahoma City,
Oklahoma at which reservations for our car rental operations are processed, global information technology systems are
serviced and finance and accounting functions are performed. We also have a long-term lease for a reservation and
financial center near Dublin, Ireland, at which we have centralized our European car rental reservation, customer
relations, accounting and human resource functions. We lease a European headquarters office in Uxbridge, England.

In May 2013, we announced the relocation of our worldwide headquarters from Park Ridge, New Jersey to Estero,
Florida. Construction on the new facility is ongoing and we are leasing temporary office space in Naples and Bonita
Springs, Florida until the new headquarters building is complete. Key headquarters functions have already transitioned
to Florida and we are actively marketing the building in Park Ridge, New Jersey. Additionally, we are also in the
process of consolidating the prior Dollar Thrifty operations into our Oklahoma City, Oklahoma and Estero, Florida
locations and as a result are currently marketing the former Dollar Thrifty facilities in Tulsa, Oklahoma.
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Due to the anticipated HERC spin-off transaction, we have entered into a lease for office space in Bonita Springs,
Florida. This leased office space is used to house the HERC headquarters.

Donlen's headquarters is in Northbrook, Illinois. Donlen also leases office space in Darien, Illinois and Buffalo Grove,

linois for its fleet management services, consultation call center staff and certain financial systems functions. Donlen
has other sales offices located throughout the U.S.

32

75



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K
Table of Contents
HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
ITEM 3. LEGAL PROCEEDINGS
For information regarding legal proceedings, see Note 14, "Contingencies and Off-Balance Sheet Commitments," and
Note 20, "Subsequent Events," to the Notes to our consolidated financial statements included in this Annual Report
under the caption Item 8, "Financial Statements and Supplementary Data."

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

MARKET PRICE OF COMMON STOCK
Our common stock trades on the New York Stock Exchange ("NYSE") under the symbol "HTZ". On June 30, 2015,

there were 2,075 registered holders of our common stock. The following table sets forth, for the periods indicated, the
high and low sales price per share of our common stock as reported by the NYSE:

2013 High Low
15t Quarter $22.68 $16.69
2nd Quarter 26.45 21.05
3rd Quarter 27.75 21.20
4th Quarter 28.90 19.73
2014

15t Quarter $29.81 $24.82
2nd Quarter 30.52 25.32
3rd Quarter 31.61 24.66
4th Quarter 25.72 18.50

Hertz Holdings has $1 billion of remaining capacity under its previously announced share repurchase program. Hertz
Holdings may repurchase shares from time to time in the open market or in other privately negotiated transactions,
subject to market conditions.

DIVIDENDS

On December 30, 2013, the board of directors of Hertz Holdings declared a dividend of one preferred share purchase
right for each outstanding share of Hertz Holdings common stock, to purchase from Hertz Holdings one
ten-thousandth of a share of Series A Junior Participating Preferred Stock, par value $0.01 per share, of Hertz
Holdings at a price of $115.00 per one ten-thousandth of a share of preferred stock, subject to adjustment as provided
in the associated rights agreement. The description and terms of the preferred share purchase rights are set forth in a
rights agreement, dated as of December 30, 2013, between Hertz Holdings and Computershare Trust Company, N.A.,
as rights agent. No preferred shares were issued under the agreement and the preferred share purchase rights expired
in accordance with their terms on December 29, 2014.

We paid no cash dividends on our common stock in 2013 or 2014, and we do not expect to pay dividends on our
common stock for the foreseeable future. The agreements governing our indebtedness restrict our ability to pay
dividends. See Item 7, "Management's Discussion and Analysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources—Financing,” in this Annual Report.

RECENT PERFORMANCE

The following graph compares the cumulative total stockholder return on Hertz Holdings common stock with the
Russell 1000 Index and the Morningstar Rental & Leasing Services Industry Group. The Russell 1000 Index is
included because it is comprised of the 1,000 largest publicly traded issuers. The Morningstar Rental & Leasing
Services Industry Group is a published, market capitalization-weighted index representing stocks of companies that
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rent or lease various durable goods to the commercial and consumer market including cars and trucks, medical and
industrial equipment, appliances, tools and other miscellaneous goods, including Hertz Holdings. The results are
based on an assumed $100 invested on December 31, 2009, at the market close, through December 31, 2014.
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COMPARISON OF CUMULATIVE TOTAL RETURN AMONG HERTZ GLOBAL HOLDINGS, INC.,
RUSSELL 1000 INDEX AND MORNINGSTAR RENTAL & LEASING SERVICES

INDUSTRY GROUP

ASSUMES DIVIDEND REINVESTMENT

EQUITY COMPENSATION PLAN INFORMATION

The following table summarizes the securities authorized for issuance pursuant to our equity compensation plans as of
December 31, 2014:

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding

Number of securities to  Weighted average
be issued upon exercise exercise price of

Equity compensation plans approved by of outstanding options, outstanding options and

security holders

warrants and rights RSU's / PSU's i .
@) (b) securities reflected in
column (a)
()
Stock Options 8,895,521 $12.03 15,884,957
Performance Stock Units 2,056,509 N/A —
Restricted Stock Units 324,304 N/A —
Total 11,276,334 $12.03 15,884,957
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ITEM 6. SELECTED FINANCIAL DATA

The consolidated balance sheets as of December 31, 2013 and 2012 and the consolidated statements of operations for
the years ended December 31, 2013 and 2012 have been restated as set forth in this Annual Report on Form 10-K for
the year ended December 31, 2014. The consolidated balance sheet as of December 31, 2011 and the consolidated
statement of operations for the year ended December 31, 2011 have been restated to reflect the impact of the
adjustments resulting from the restatement, but such restated data has not been audited. The information set forth
below is not necessarily indicative of results of future operations, and should be read in conjunction with Item 7,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated
financial statements and related notes thereto included in this Annual Report under the caption Item 8, "Financial
Statements and Supplementary Data,” to fully understand factors that may affect the comparability of the information
presented below. As indicated, the information presented in the following tables for the years ended December 31,
2011, 2012, and 2013 has been adjusted to reflect the restatement of our financial results, which is more fully
described in the “Explanatory Note” immediately preceding Part I, Item 1 and in Note 2, “Restatement,” in the Notes to
consolidated financial statements of this Annual Report on Form 10-K (and, with respect to 2011, in this Item 6). The
selected consolidated financial data in this section is not intended to replace the consolidated financial statements.

(In millions, except per share data) Years Ended December 31,
2013 2012 2011 ©®
Statement of Operations Data 2014 ®)© bEWE (As  ®©E© (As (As Restated)
Restated) Restated) (Unaudited)
Revenues:
Worldwide car rental @ $8,907 $8,709 $7,153 $6,938
Worldwide equipment rental 1,571 1,539 1,382 1,208
All other operations 568 527 478 149
Total revenues 11,046 10,775 9,013 8,295
Expenses:
Direct operating 6,314 5,777 4,861 4,599

Depreciation of revenue earning equipment and lease

3,034 2,533 2,128 1,896
charges, net
Selling, general and administrative 1,088 1,053 978 787
Interest expense, net 648 707 647 699
Other (income) expense, net (15 ) 102 34 59
Total expenses 11,069 10,172 8,648 8,040
Income (loss) before income taxes 23 ) 603 365 255
Provision for taxes on income (loss) (59 ) (301 ) (181 ) (88 )
Net income (loss) (82 ) 302 184 167
Noncontrolling interest — — — (20 )
Net income (loss) attributable to Hertz Global Holdings,
Inc. and Subsidiaries' common stockholders $(82 ) $302 $184 $147
Weighted average shares outstanding
Basic 454 422 420 416
Diluted 454 464 448 445
Earnings (loss) per share
Basic $(0.18 ) $0.72 $0.44 $0.35
Diluted $(0.18 ) $0.67 $0.41 $0.33
36
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(In millions) As of December 31,
2011 ®
Balance Sheet Data 2014 (2[21 ?;{(ee)state d) (zgi 2R(Z)state d) (As Restated)
(Unaudited)
Cash and cash equivalents $490 $411 $541 $919
Total assets 23,985 24,423 23,128 17,562
Total debt 15,993 16,309 15,449 11,317
Total equity 2,464 2,567 2,331 2,118

(a)Includes U.S. Car Rental and International Car Rental segments.

Our results from November 19, 2012 include the results of Dollar Thrifty which we acquired in 2012. See Note 5,
(b)"Acquisitions and Divestitures" to the Notes to our consolidated financial statements included in this Annual
Report under the caption Item 8, "Financial Statements and Supplementary Data."
© Our results from September 1, 2011 include the results of Donlen, our fleet leasing and management services

subsidiary which we acquired in 2011.

(d)See Note 19, "Earnings Per Share" for reconciliation of net income used in diluted earnings per share calculation.

For further details regarding the restatement see Note 2, "Restatement” to the Notes to our consolidated financial
(e)statements included in this Annual Report under the caption Item 8, "Financial Statements and Supplementary

Data."

(f)Financial data presented for 2011 has been restated as follows:

During the fourth quarter of 2013, we identified certain out of period misstatements related to our previously issued
consolidated financial statements for the years ended December 31, 2012 and prior years. While these misstatements
did not, individually or in the aggregate, result in a material misstatement of our previously issued consolidated
financial statements, correcting these misstatements in the fourth quarter of 2013 would have been material to that
quarter. Accordingly, we revised our previously reported consolidated balance sheets and statements of operations in
the Form 10-K/A for the year ended December 31, 2013 filed with the SEC on March 20, 2014 ("2013 Form
10-K/A"). The column in the table below labeled "As Previously Reported" reflect the revised numbers that include
the effects of these out of period misstatements.

In 2014, we restated our financial results for the year ended December 31, 2011. Restatement adjustments related to
fiscal 2011 reduced pre-tax income by $54 million and are reflected in the "Adjustments" column in the table below.
The adjustments identified include:

a Allowance for doubtful accounts misstatements associated with estimation methodologies utilized to estimate
‘recoveries for the worldwide equipment rental business which reduced pre-tax income by $3 million.
b.Hertz #1 Gold loyalty program accrual misstatement reduced pre-tax income by $3 million.
Subrogation (damage) receivables and the related allowance for doubtful accounts misstatements associated with
c.estimation methodologies utilized to estimate recoveries from third parties responsible for damages to vehicles
reduced pre-tax income by $9 million.
Adjustments to accounts payable and accrued expenses for previously unrecorded liabilities, including incurred but
"not reported charges, which reduced pre-tax income by $1 million.
. Capitalization and timing of depreciation for certain non-fleet assets and IT assets which reduced pre-tax income by
"$16 million.
Adjustments associated with the Brazilian operations, including allowances for doubtful accounts, certain
assets and reserves for legal expenses and litigation which reduced pre-tax income by $11 million.
g.Accruals for open rental agreements which reduced pre-tax income by $5 million.
Asset restoration costs associated with contractual obligations included in lease agreements which reduced pre-tax
‘income by $1 million.
i.Certain other restatement matters not described above which decreased 2011 pre-tax income by $5 million, net.

82



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

. Reclassification between cash and cash equivalents and accounts payable due to right of offset which reduced cash
J by $12 million.

Additionally in 2014, we changed our method of calculating the market-related value of pension assets for purposes of
determining the expected return on plan assets and accounting for asset gains and losses which is deemed a change in
accounting principle. The impact of the change in accounting principle for 2011 increased pre-tax income by $3
million.

The combined impact of the restatement and change in accounting principle was a $51 million reduction to pre-tax
income in 2011.
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(In millions except per share data)

Unaudited
As
Statement of Operations Data Previously
Reported
Revenues:
Worldwide car rental $6,941
Worldwide equipment rental 1,209
All other operations 149
Total revenues 8,299
Expenses:
Direct operating 4,573

Depreciation of revenue earning equipment and lease charges, net1,896

Selling, general and administrative 768
Interest expense, net 694
Other (income) expense, net 62
Total expenses 7,993
Income (loss) before income taxes 306
Provision for taxes on income (122
Net income (loss) 184
Noncontrolling interest (20
Net income (loss) attributable to Hertz Global Holdings, Inc. and

Ce . $164
Subsidiaries' common stockholders
Weighted average shares outstanding
Basic 416
Diluted 445
Earnings (loss) per share
Basic $0.39
Diluted $0.37
(In millions)
Balance Sheet Data
Cash and cash equivalents $932
Total assets 17,647
Total debt 11,317
Total equity 2,218
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7. OPERATIONS

The statements in Management's Discussion and Analysis of Financial Condition and Results of Operations
("MD&A") regarding industry outlook, our expectations regarding the performance of our business and the other
non-historical statements are forward-looking statements. These forward-looking statements are subject to numerous
risks and uncertainties, including, but not limited to, the risks and uncertainties described in Item 1A, "Risk Factors.”
The following MD&A provides information that we believe to be relevant to an understanding of our consolidated
financial condition and results of operations. Our actual results may differ materially from those contained in or
implied by any forward-looking statements. You should read the following MD&A together with the sections entitled
“Cautionary Note Regarding Forward-Looking Statements,” Item 1A, "Risk Factors,” Item 6, "Selected Financial Data
and our consolidated financial statements and related notes included in this Annual Report under the caption Item 8,
"Financial Statements and Supplementary Data.”

E]

In this MD&A we refer to certain Non-GAAP measures, including the following:

Adjusted Pre-Tax Income - important to management because it allows management to assess the operational
performance of our business, exclusive of certain items and allows management to assess the performance of the
entire business on the same basis as the segment measure of profitability. Management believes that it is important to
investors for the same reasons it is important to management and because it allows them to assess our operational
performance on the same basis that management uses internally.

Total Revenue Per Day ("Total RPD") - important to management and investors as it represents the best measurement
of the changes in underlying pricing in the car rental business and encompasses the elements in car rental pricing that
management has the ability to control.

Transaction Days - important to management and investors as it represents the number of revenue generating days per
rental agreement. It is used as a component to measure Total RPD and fleet efficiency.

Fleet Efficiency - important to management and investors because it is the measurement of the proportion of our car
rental fleet that is being used to generate revenues relative to the total amount of available fleet capacity. Higher fleet
efficiency means more of the fleet is being utilized to generate revenue.

Net Depreciation Per Unit Per Month - important to management and investors as depreciation of revenue earning
equipment and lease charges, is one of our largest expenses for the car rental business and is driven by the number of
vehicles, expected residual values at the time of disposal and expected hold period of the vehicles. Net depreciation
per unit per month is reflective of how we are managing the costs of our fleet and facilitates comparison with other
participants in the car rental industry.

Dollar Utilization - important to management and investors because it is the measurement of the proportion of our
equipment rental revenue earning equipment, including additional capitalized refurbishment costs (with the basis for
refurbished assets reset at the refurbishment date), that is being used to generate revenues relative to the total amount
of available equipment fleet capacity.

Time Utilization - important to management and investors as it measures the extent to which the equipment rental
fleet is on rent compared to total operated fleet and is an efficiency measurement utilized by participants in the
equipment rental industry.

Non-GAAP measures should not be considered in isolation and should not be considered superior to, or a substitute
for, financial measures calculated in accordance with U.S.GAAP. The above Non-GAAP measures are defined and
reconciled to their most comparable U.S.GAAP measure in the "Results of Operations and Selected Operating Data by
Segment" section of this MD&A.

OVERVIEW OF OUR BUSINESS AND OPERATING ENVIRONMENT

We are engaged principally in the business of renting and leasing of cars through our Hertz, Dollar, Thrifty and Firefly
brands and equipment through our Hertz Equipment Rental brand. In addition to car rental and equipment rental
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businesses, we provide fleet leasing and management services through our Donlen subsidiary. Our profitability is
primarily a function of the volume, mix and pricing of rental transactions and the utilization of cars and equipment,
the related ownership cost of equipment and other operating costs. Significant changes in the purchase price or
residual values of cars and equipment or interest rates can have a significant effect on our profitability depending on

our ability to adjust pricing for these changes. We continue to balance our mix of non-program and program vehicles
based on
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ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS (Continued)

market conditions. Our business requires significant expenditures for cars and equipment, and consequently we
require substantial liquidity to finance such expenditures. See "Liquidity and Capital Resources" below.

Our strategy includes optimization of our on airport operations, selected openings of new off airport locations, the
disciplined evaluation of existing locations and the pursuit of same-store sales growth.

Our total revenues primarily are derived from rental and related charges and consist of:

Car rental revenues - revenues from all company-operated car rental operations, including charges to customers for
the reimbursement of costs incurred relating to airport concession fees and vehicle license fees, the fueling of vehicles
and revenues associated with ancillary products associated with car rentals, including the sale of loss or collision
damage waivers, liability insurance coverage, parking and other products and fees, ancillary products associated with
the retail car sales channel and certain royalty fees from our franchisees;

Equipment rental revenues - revenues from all company-operated equipment rental operations, including
. amounts charged to customers for the fueling and delivery of equipment and sale of loss damage waivers, as
well as revenues from the sale of new equipment and consumables; and

All other operations revenues - revenues from fleet leasing and management services (Donlen) and other business
activities.

Our expenses primarily consist of:

Direct operating expenses (primarily wages and related benefits; commissions and concession fees paid to airport
.authorities, travel agents and others; facility, self-insurance and reservation costs; the cost of new equipment and
consumables purchased for resale; and other costs relating to the operation and rental of revenue earning equipment,
such as damage, maintenance and fuel costs);

Depreciation expense and lease charges, net relating to revenue earning equipment (including net gains or
losses on the disposal of such equipment). Revenue earning equipment includes cars and rental equipment;

Selling, general and administrative expenses; and
{nterest expense, net.
Our Business Segments

We have identified four reportable segments, which are organized based on the products and services provided by our
operating segments and the geographic areas in which our operating segments conduct business, as follows:

.U.S. Car Rental - Rental of cars, crossovers and light trucks, as well as sales of ancillary products and services, in the
U.S.;

.International Car Rental - Rental of cars, crossovers and light trucks, as well as sales of ancillary products and
services, internationally;

Worldwide Equipment Rental - Rental of industrial, construction, material handling and other equipment; and

All Other Operations - Comprised of our Donlen business, which provides fleet leasing and management services, and
other business activities, such as our claim management services (HCM).
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7. OPERATIONS (Continued)

In addition to the above reportable segments, the Company has corporate operations ("Corporate") which includes
general corporate assets and expenses and certain interest expense (including net interest on corporate debt). We
assess performance and allocate resources based upon the financial information for our operating segments.

Seasonality

Our car rental and equipment rental operations are seasonal businesses, with decreased levels of business in the winter
months and heightened activity during the spring and summer. We have the ability to dynamically manage fleet
capacity, the most significant portion of our cost structure, to meet market demand. For instance, to accommodate
increased demand, we increase our available fleet and staff during the second and third quarters of the year. As
business demand declines, fleet and staff are decreased accordingly. A number of our other major operating costs,
including airport concession fees, commissions and vehicle liability expenses, are directly related to revenues or
transaction volumes. In addition, our management expects to utilize enhanced process improvements, including
efficiency initiatives and the use of our information technology systems, to help manage our variable costs. More than
half of our typical annual operating costs represent variable costs, while the remaining costs are fixed or semi-fixed.
We also maintain a flexible workforce, with a significant number of part time and seasonal workers. However, certain
operating expenses, including rent, insurance, and administrative overhead, remain fixed and cannot be adjusted for
seasonal demand. Revenues related to our fleet leasing and management services are generally not seasonal.

2014 Operating Highlights
Highlights of our business and financial performance in 2014 and key factors influencing our results include:

In November 2014, we announced a new fleet strategy for the U.S. Car Rental segment, which includes a significant
increase in new 2015 vehicles and reductions in risk vehicles and holding periods, to strengthen our competitive
position, improve the customer experience, provide greater flexibility for demand fluctuations and better protect
against a fluctuating used-car sales cycle;
An unprecedented level of vehicle manufacturer recalls affecting our U.S. Car Rental segment, which negatively
impacted fleet available for rent and tempered transaction days during the peak rental period;
Weaker on airport U.S. Car Rental segment performance and loss of market share due to reduced fleet available to
rent in peak periods as a result of fleet recall activity, utilization of fleet available for rent to support off airport growth
and the impact of less desirable higher mileage product;

A decrease in Total RPD for the U.S. Car Rental segment due to a higher mix of off airport rentals as a result of

an increase in the number of replacement renters during the period;
Increased operating costs in the U.S. Car Rental segment due to damage expenditures and maintenance expenditures
associated with higher mileage cars in the fleet and increased personnel costs to support the higher mileage fleet;
Higher maintenance costs in the Worldwide Equipment Rental segment due to the investment made to improve the
fleet available to rent and sales costs due to an increase in sales force personnel to focus on winning new accounts and
diversifying the customer base;
As a result of our corporate relocation from Park Ridge, NJ to Estero, FL in 2013 and the migration of activities in the
second half of 2013 and into 2014, we experienced significant turnover in corporate personnel. The turnover resulted
in approximately 30% of experienced personnel relocating;
Refinanced and amended various credit and fleet financing facilities to facilitate execution of our new fleet strategy
and to extend maturities of certain financing arrangements, including:

89



41

Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

90



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents

HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS (Continued)

CORPORATE DEBT

Senior ABL Facility

In October 2014, we entered into an amendment to certain terms of the Senior ABL Facility. The amendment, among
other things (i) extends the commitment period of $1,668 million of aggregate borrowing capacity under the Senior
ABL Facility from March 2016 to March 2017, with the remaining $198 million of aggregate borrowing capacity
under the Senior ABL Facility, expiring, as previously scheduled, in March 2016 and (ii) provides for an increase in
aggregate borrowing capacity under the Senior ABL Facility of $235 million, such that (a) prior to March 2016,
aggregate borrowing capacity will be $2,100 million and (b) after March 2016, aggregate borrowing capacity will be
$1,903 million.

¥LEET DEBT

HVF I U.S. Fleet Variable Funding Notes

In October 2014, Hertz Vehicle Financing II LP (“HVF II”’), entered into various amendment agreements pursuant to
which certain terms of HVF II’s Series 2013-A Variable Funding Rental Car Asset Backed Notes (the “HVF II Series
2013-A Notes”) and HVF II’s Series 2013-B Variable Funding Rental Car Asset Backed Notes (the “HVF II Series
2013-B Notes”) were amended. The amendments, among other things, amend the maturity of each facility from
November 2015 to October 2016.

In October 2014, HVF II also amended the terms of its Series 2014-A Variable Funding Rental Car Asset Backed
Notes (the “HVF II Series 2014-A Notes”), originally issued in July 2014, to provide for, among other things, (i) an
extension of the maturity of the HVF II Series 2014-A Notes from December 2014 to October 2016 and (ii) an
increase in aggregate borrowing capacity under the HVF II Series 2014-A Notes from $1,000 million to $3,250
million. Additionally, the HVF II Series 2014-A Notes contain provisions requiring the commitments to be terminated
based on the volume of specified debt issued by Hertz or certain of its subsidiaries. These mandatory commitment
termination provisions do not apply until at least $1,500 million of such specified debt has been issued.

European Revolving Credit Facility

In October 2014, Hertz Holdings Netherlands B.V., entered into an amendment agreement pursuant to which certain
terms of the European Revolving Credit Facility were amended. The amendment provides for, among other things, (i)
an extension of the maturity of the European Revolving Credit Facility from June 2015 to October 2017 and (ii) an
increase in aggregate maximum borrowings available under the European Revolving Credit Facility from €220 million
to €250 million.

European Securitization

In October 2014, certain of Hertz’s foreign subsidiaries entered into an amendment agreement pursuant to which
certain terms of the European Securitization were amended. The amendment provides for, among other things, an
extension of the maturity of the European Securitization from July 2015 to October 2016.

Incurred approximately $39 million in costs associated with the anticipated separation of the equipment rental
business;

Incurred approximately $30 million in consulting, audit and legal costs associated with the restatement and
investigation activities;

{ncurred approximately $11 million in fees paid directly to our lenders, noteholders and agents (including increased
interest spread on the Senior Term Facility) to obtain waivers under various financing facilities relating to, among
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other things, the failure to file certain quarterly and annual reports and matters relating to the restatement; and
{ncurred approximately $9 million in costs associated with the Dollar Thrifty integration.
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RESTATEMENT

The accompanying Management's Discussion and Analysis of Financial Condition and Results of Operations gives
effect to the restatement adjustments made to the previously reported Consolidated Financial Statements for the years
ended December 31, 2013 and December 31, 2012. For additional information and a detailed discussion of the
restatement, see Note 2, "Restatement" to the Notes to our consolidated financial statements included in this Annual
Report under the caption Item 8, "Financial Statements and Supplementary Data."

It also gives effect to the restatement adjustments made to the previously reported Consolidated Financial Statements
for the quarterly and year to date periods ended March 31, June 30 and September 30, 2013 and the quarterly period
ended December 31, 2013. For additional information and a detailed discussion of the quarterly restatement, see Note
21, "Quarterly Financial Information (Unaudited)" to the Notes to our consolidated financial statements included in
this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

CONSOLIDATED RESULTS OF OPERATIONS

Years Ended December 31, Percent
Increase/(Decrease)
. o 2013 2012 2014 vs. 2013 vs.
($ in millions) 2014 (As (As 2013 2012
Restated)® Restated)®

Total revenues $11,046 $10,775 $9,013 3 % 20 %

Direct operating expenses 6,314 5,777 4,861 9 19

Depreciation of revenue earning equipment 3.034 2,533 2.128 20 19

and lease charges, net

Selling, general and administrative 1,088 1,053 978 3 8

Interest expense, net 648 707 647 (8 ) 9

Other (income) expense, net (15 ) 102 34 NM 200

Income (loss) before income taxes (23 ) 603 365 NM 65

Provision for taxes on income (loss) (59 ) (301 ) (181 ) (80 ) 66

Net income (loss) $(82 ) $302 $184 NM 64

Adjusted pre-tax income (loss) ® $403 $1,096 $816 (63 ) 34

Amounts for the period from January 1, 2012 through November 18, 2012 exclude revenues for Dollar Thrifty, which
was acquired on November 19, 2012.

Footnotes to the table above are shown at the end of the Results of Operations and Selected Operating Data by
Segment section of this MD&A.

NM - Not meaningful

Results from operations are discussed below and include comparisons to prior year periods. We acquired Dollar
Thrifty on November 19, 2012. Our results from operations included Dollar Thrifty for the post-acquisition period
ended December 31, 2012, which is 43 days in 2012. The results of operations for Dollar Thrifty are included within
our U.S. Car Rental segment. In order to obtain regulatory approval and clearance for the Dollar Thrifty acquisition,
we agreed to dispose of Advantage. On December 12, 2012, we completed the sale of Simply Wheelz LLC, or the
“Advantage divestiture.” See Note 5, "Acquisitions and Divestitures," to the Notes to our consolidated financial
statements included in this Annual Report under the caption “Item 8 - Financial Statement and Supplementary Data.”
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Year Ended December 31, 2014 Compared with Year Ended December 31, 2013

Total revenues increased $271 million, or 3%, from the prior year due to revenue increases in all four business
segments. Higher revenues in our U.S. Car Rental and International Car Rental segments year over year were driven
by an increase in the number of transaction days during the period. Increases in our Worldwide Equipment Rental
segment were driven by higher volume and pricing during the period. Higher revenues in our Donlen operations year
over year were primarily the result of higher volume during the period.
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Direct operating expenses increased $537 million, or 9%, from the prior year primarily due to increases in our U.S.
and International car rental segments of $390 million and $84 million, respectively, and an increase of $37 million in
our Worldwide Equipment Rental segment. The increases were the result of higher fleet related costs and other direct
operating expenses during the period.

Depreciation of revenue earning equipment and lease charges, net increased $501 million, or 20%, from the prior year
primarily due to an increase of $477 million in our U.S. Car Rental segment. The increase was largely driven by
higher per-vehicle depreciation rates due to declining residual values and a reduction in the planned holding period for
the fleet as we implemented our new fleet strategy. Additionally, 2013 U.S. Car Rental segment depreciation was
favorably impacted by $79 million of Dollar Thrifty acquisition accounting adjustments and due to implementation of
a longer planned hold period for the fleet.

SG&A expenses during the year ended December 31, 2014 increased $35 million, or 3%, as compared with 2013. The
change was primarily due to $39 million of separation costs associated with the anticipated HERC spin-off
transaction, approximately $30 million in costs associated with the previously disclosed accounting review and
investigation, $13 million related to the impairment of our former corporate headquarters and $9 million in costs
associated with the Dollar Thrifty integration. The above was partially offset by decreases in marketing, co-branding
and promotional activity in our U.S. Car Rental operations.

Interest expense, net decreased $59 million, or 8%, during the year ended December 31, 2014 as compared with 2013.
The change was primarily due to a lower average interest rate on fleet debt in our U.S. Car Rental segment resulting
from an increase to the component of floating rate debt relative to fixed rate debt, as well as a lower average interest
rate on fleet debt in our International Car Rental segment resulting from the European fleet financings completed
during the period.

We had other income of $15 million in the year ended December 31, 2014 compared with other expense of $102
million in the prior year period. Other income in the 2014 period is primarily comprised of a $19 million litigation
settlement received in relation to a class action lawsuit filed against an original equipment manufacturer stemming
from recalls of their vehicles in previous years. Other income in 2014 also included our share of earnings from our
equity method and joint venture investments. Other income in 2014 was partially offset by a $14 million charge for
service equipment that was deemed to not have a future use. Other expense of $102 million in 2013 is primarily
comprised of $40 million of impairment charges and asset write-downs, $35 million of debt extinguishment loss and
inducement costs related to the early conversion of a portion of our Convertible Senior Notes and $29 million of
premiums paid and write-offs relating to our European debt. The impairment charges and asset write-downs were
related to vehicles subleased to FSNA, the parent of Simply Wheelz, LLC, the owner and operator of our divested
Advantage brand, as further described in Note 5, "Acquisitions and Divestitures," to the Notes to our consolidated
financial statements included in this Annual Report under the caption Item 8, "Financial Statements and
Supplementary Data."

We had a loss before income taxes of $23 million in 2014 compared with income before income taxes of $603 million
in 2013. This decrease in income before income taxes was primarily due to increased operating costs in the U.S. car
rental segment due to damage, maintenance expenditures associated with higher mileage cars in the fleet and
increased personnel costs to support the higher mileage fleet, and higher depreciation rates due to declining residual
values and a reduction in the planned hold period as we implemented our new fleet strategy. Additionally, 2013
included $79 million of Dollar Thrifty acquisition adjustments that reduced depreciation expense. In addition, we
experienced higher maintenance costs in the worldwide equipment rental segment in 2014 due to the investment made
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to improve the fleet available to rent and sales costs due to an increase in sales force personnel to focus on winning
new accounts and diversifying the customer base. These decreases were partially offset by a decrease in other
expenses year over year, as discussed above.

The effective tax rate for the year ended December 31, 2014 was (257)% as compared to 50% for the year ended
December 31, 2013. The provision for taxes on income decreased $242 million, primarily due to lower income before
income taxes, changes in geographic earnings mix, non-deductible transaction costs, decreased state and local tax rates
and a decrease in the valuation allowance relating to losses in certain non-US jurisdictions for which tax benefits are
not realized, offset by an increase in unrecognized tax benefits accrued during the year.
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Adjusted pre-tax income decreased $693 million, or 63%, from the prior year. See footnote (b) to the table under
"Results of Operations and Selected Operating Data by Segment" for a summary and description of our adjustments to
pre-tax income on a consolidated basis.

Year Ended December 31, 2013 Compared with Year Ended December 31, 2012

Total revenues increased $1,762 million, or 20%, from the prior year due to revenue increases in all four business
segments. Higher revenues in our U.S. Car Rental segment were driven primarily by a 26% increase in transaction
days due to the Dollar Thrifty acquisition. Higher revenues in our International Car Rental segment were driven by
increases in Total RPD and transaction days during the period and refueling fees of $12 million. Increases in our
Worldwide Equipment Rental segment were driven by higher volume and pricing during the period. Increases in our
Donlen operations were primarily the result of higher volume during the period.

Direct operating expenses increased $916 million, or 19%, from the prior year primarily due to increases in our U.S.
and International Car Rental segments of $805 million and $60 million, respectively, and an increase of $49 million in
our Worldwide Equipment Rental segment. The increase in our U.S. Car Rental segment were driven by increased
transaction days due to the Dollar Thrifty acquisition.

Depreciation of revenue earning equipment and lease charges, net increased $405 million, or 19%, from the prior year
primarily due to an increase of $336 million in our U.S. Car Rental segment. The increase was largely driven by a
larger U.S. Car Rental fleet size resulting from the Dollar Thrifty acquisition and a deterioration in used vehicle
residual values, offset in part by the implementation of a longer planned hold period for the fleet.

SG&A expenses during the year ended December 31, 2013 increased $75 million, or 8%, from 2012, primarily due to
higher marketing, co-branding and promotional activity in our U.S. Car Rental segment largely due to the Dollar
Thrifty acquisition as well as higher administrative costs within our International Car Rental segment, partially offset
by decreased Hertz-brand advertising.

Interest expense, net increased $60 million, or 9%, in the year ended December 31, 2013 as compared with 2012
primarily due to higher outstanding levels of debt largely driven by financings related to our November 2012
acquisition of Dollar Thrifty.

Other expense of $102 million in 2013 is primarily comprised of $40 million of impairment charges and asset
write-downs, $35 million of debt extinguishment loss and inducement costs related to the early conversion of a
portion of our Convertible Senior Notes and $29 million of premiums paid and write-offs relating to our European
debt. The impairment charges and asset write-downs were related to vehicles subleased to FSNA, the parent of Simply
Wheelz, LLC, the owner and operator of our divested Advantage brand, as further described in Note 5, "Acquisitions
and Divestitures," to the Notes to our consolidated financial statements included in this Annual Report under the
caption Item 8, "Financial Statements and Supplementary Data." Other expense of $34 million in 2012 is primarily
comprised of a $31 million loss on the Advantage divestiture and $24 million of additional expenses resulting from
divestitures associated with the Dollar Thrifty acquisition. These expenses were partially offset by a $10 million gain
from the sale of our Switzerland operations and a $9 million gain on the investment in Dollar Thrifty stock.

Income before income taxes increased $238 million, or 65%, from the prior year due primarily to stronger volumes
and pricing in the U.S. and International car rental segments, lower depreciation per unit per month in our
International car rental segment and stronger volumes and pricing in our Worldwide Equipment Rental segment.
Additionally, 2013 included $79 million of Dollar Thrifty acquisition adjustments and an assumed longer fleet holding
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period, which reduced depreciation expense in 2013. This was partially offset by a $75 million increase in SG&A
expenses, a $60 million increase in interest expense, net and a $68 million increase in other expenses, net which are
more fully described above.

The effective tax rate for the year ended December 31, 2013 was 50% as compared to 50% for the year ended
December 31, 2012. The provision for taxes on income increased $120 million, primarily due to higher income before
income taxes, changes in geographic earnings mix, increased state and local tax rates and an increase in thin cap
limitation on deductibility of interest expense in various non-U.S. countries and other permanent differences, offset by
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a decrease in the valuation allowance relating to losses in certain non-U.S. jurisdictions for which tax benefits are not
realized.

Adjusted pre-tax income increased $280 million, or 34%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

RESULTS OF OPERATIONS AND SELECTED OPERATING DATA BY SEGMENT

U.S. Car Rental

As of December 31, 2014, our U.S. Car Rental operations had a total of approximately 5,410 corporate and franchisee
locations, comprised of 1,715 airport and 3,695 off airport locations.

Years Ended December 31, Percent
Increase/(Decrease)

($ in millions, except for Total RPD and net 2014 2013 2012 2014 vs. 2013 vs.
depreciation per unit per month) (As Restated)® (As Restated)® 2013 2012
Total revenues $6,471 $6,331 $4,888 2 % 30 %
Direct operating expenses $3,921 $3,531 $2.,726 11 30
Depreciation of revenue earning equipment $1.758 $1.281 $945 37 36
and lease charges, net
Income before income taxes $258 $872 $647 (70 ) 35
Adjusted pre-tax income ®) $387 $1,033 $813 (63 ) 27
Transaction days (in thousands)(© 139,752 133,181 105,539 5 26
Total RPD@ $46.07 $46.94 $46.22 Q2 ) 2
Average fleet © 499,100 490,000 359,100 2 36
Fleet efficiency®© 77 % 78 % 81 % N/A N/A
Net depreciation per unit per month ©® $294 $218 $219 35 —
Program cars as a percentage of average fleet 71 % 9 % 5 % N/A N/A

at period end

Amounts for the period from January 1, 2012 through November 18, 2012 exclude revenues for Dollar Thrifty, which
was acquired on November 19, 2012.

Footnotes to the table above are shown at the end of the Results of Operations and Selected Operating Data by
Segment section of this MD&A.

N/A - Not applicable

During 2014, we have increased the percentage of program cars in our car rental fleet. Our strategy remains flexible as
we continue to periodically review the efficiencies of an optimal mix between program and non-program cars in our
fleet. Non-program cars, sold through the retail sales channel, allow us the opportunity for ancillary revenue, such as
warranty and financing, during disposition. Program cars generally provide us with flexibility to reduce the size of our
fleet by returning cars sooner than originally expected without risk of loss in the event of an economic downturn or to
respond to changes in rental demand. This flexibility is reduced as the percentage of non-program cars in our car
rental fleet increases. The average age of our fleet increases as our percentage of non-program cars increases since the
average holding period for non-program vehicles is longer than program vehicles.
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Depreciation rates are reviewed on a quarterly basis based on management's routine review of present and estimated
future market conditions and their effect on residual values at the time of disposal. During 2014, 2013 and 2012,
depreciation rates being used to compute the provision for depreciation of revenue earning equipment were adjusted
on certain vehicles in our car rental operations to reflect changes in the estimated residual values to be realized when
revenue earning equipment is sold. These depreciation rate changes in our U.S. car rental operations from previous
quarters resulted in a net increase in depreciation expense of $167 million for the year ended December 31, 2014 and a
net decrease of $44 million and $139 million in depreciation expense for the years ended December 31, 2013 and
2012, respectively. The unfavorable adjustment in 2014 reflects declining residual values and a reduction in the
planned hold period. The favorable adjustments in 2013 and 2012 reflect changes from the impact of car sales channel
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diversification, acceleration of our retail sales expansion and the optimization of fleet holding periods related to the
integration of Dollar Thrifty. The cumulative effect of the reduction in rates was also indicative of the residual values
experienced in the U.S. for the years ended December 31, 2013 and 2012.

For the years ended December 31, 2014, 2013 and 2012, our U.S. car rental operations sold approximately 187,000,
206,000 and 153,000 non-program cars. The 35% increase in 2013 versus 2012 was primarily related to our
acquisition of Dollar Thrifty.

Year Ended December 31, 2014 Compared with Year Ended December 31, 2013

Total revenues for our U.S. Car Rental segment increased $140 million, or 2%, from the prior year. Transaction days
increased 5% while Total RPD was down 2%. The increase in transaction days was primarily related to 15% growth
in the off airport market. Total RPD was negatively impacted by the higher mix of off airport rentals driven by an
increase in the number of replacement renters during the period. Off airport revenues comprised 25% of the total
segment in 2014 compared to 24% in 2013. Off airport transaction days comprised 33% of the total segment in 2014
compared with 31% in 2013.

Direct operating expenses for our U.S. Car Rental segment increased $390 million, or 11%, from the prior year due to
the following:

Fleet related expenses increased $182 million, or 25%, from 2013 primarily comprised of:

Increased vehicle maintenance expenses of $73 million which reflects an 89% increase in maintenance expense per
vehicle due to the age and mileage of our fleet and the level of recall activity in the second, third and fourth quarters
of 2014;

Increased vehicle damage expenses of $59 million which reflects a 35% increase in expense per transaction day due to
age and mileage of the fleet, as well as growth in our off airport business;

Increased damage related liability and third party property damage of $35 million resulting from the shift in
transaction day mix to more off airport rentals and older fleet compared with the prior year; and

Increased other vehicle operating costs of $24 million resulting from additional vehicle registration, taxes and stolen
vehicles expenses due to our business mix.

Personnel related expenses increased $30 million, or 3%, from 2013, primarily driven by increases in field payroll
wages and benefits. The increases were driven by the off airport transaction growth in the insurance replacement
business and the increased transportation of vehicles in an effort to maximize fleet sharing initiatives between our
brands as well as maintenance on a higher mileage fleet and increased recalls.

Other direct operating expenses increased $177 million, or 11%, from 2013 primarily comprised of:

Increased facilities expense of $34 million primarily resulting from additional depreciation expense when compared
with the prior year due to an increase in the amount of capital expenditures on new and existing facilities;

{ncreased restructuring costs of $46 million driven by our business transformation and integration initiatives;
Increased field administration expenses of $33 million reflective of higher shared services operating expenses driven
by our off airport market expansion and employee relocation expenses related to the new headquarters in Florida;
Increased customer service expenses of $29 million which was attributable to a change in contract terms with a certain
service provider during the year;
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Increased commissions of $33 million resulting from commission program rate changes and a shift of revenue mix to
higher cost commission reservation sources; and
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Increased computers and field systems expenses of $22 million driven by growth in the number of off airport
transactions and integration of our on airport field back-office and maintenance operations.

Depreciation of revenue earning equipment and lease charges, net increased $477 million, or 37%, from the prior year.
Net depreciation per unit per month for our U.S. Car Rental segment increased 35% to $294 from $218 year over year.
This increase was primarily due to declining residual values, a change in estimate of channel shift benefit and a
reduction in the planned hold period as we implemented our new fleet strategy. Additionally, 2013 included $79
million of Dollar Thrifty acquisition accounting adjustments that reduced this expense.

Income before income taxes decreased $614 million, or 70%, from the prior year. This decrease in income before
income taxes was primarily due to increased operating costs in the U.S. Car Rental segment due to damage,
maintenance expenditures associated with higher mileage cars in the fleet and increased personnel costs to support the
higher mileage fleet, and increased net depreciation per unit per month of 35% to $294 from $218 year over year. This
increase was primarily due to declining residual values, a change in estimate of channel shift benefit and a reduction
in the planned hold period as we implemented our new fleet strategy. Additionally, 2013 depreciation expense was
favorably impacted by $79 million of Dollar Thrifty acquisition adjustments and an assumed longer fleet holding
period. The change was partially offset by a $49 million decrease in SG&A expenses resulting from reduced
marketing, co-branding and promotional activity. Additionally, there was other income of $18 million in 2014
compared to other expense of $31 million in the prior year, resulting in a $49 million favorable impact. Other income
in 2014 was primarily comprised of a $19 million litigation settlement received in relation to a class action lawsuit
filed against an original equipment manufacturer stemming from recalls of their vehicles in previous years. Other
expense in 2013 is primarily comprised of $40 million of impairment charges and asset write-downs related to
vehicles subleased to FSNA, the parent of Simply Wheelz, LLC, the owner and operator of our divested Advantage
brand, as further described in Note 5, "Acquisitions and Divestitures," to the Notes to our consolidated financial
statements included in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Adjusted pre-tax income decreased $646 million, or 63%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

Year Ended December 31, 2013 Compared with Year Ended December 31, 2012

Total revenues for our U.S. Car Rental segment increased $1,443 million, or 30%, from the prior year. The increase in
the size of our fleet resulting from the late 2012 acquisition of Dollar Thrifty drove a 26% increase in transaction days,
however, Total RPD increased only slightly as a result of the expanded price mix of our business post acquisition. Off
airport revenues comprised 24% of total revenues for the segment in 2013 compared to 24% in 2012.

Direct operating expenses for our U.S. Car Rental segment increased $805 million, or 30%, from the prior year due to
the full year impact of our acquisition of Dollar Thrifty in late 2012, the expansion of our off-airport and leisure
businesses and the impact of recalls. The following are the components of the increases:

Fleet related expenses increased $153 million, or 27%, from 2012 primarily comprised of increases in vehicle damage

expenses of $38 million, self-insurance expenses of $40 million, gasoline costs of $38 million, and vehicle
maintenance costs of $27 million.
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Personnel related expenses increased $210 million, or 23%, from 2012 primarily driven by increases in salaries and
wages of $170 million and taxes and benefits of $39 million as a result of additional headcount post acquisition.

Other direct operating expenses increased $441 million, or 36%, from 2012 and is primarily comprised of increases in
concession fees of $120 million, facilities expenses of $75 million, commissions of $37 million, field administration
of $40 million, amortization of intangibles of $35 million, guaranteed charge card expenses of $35 million,
supplemental liability and personal accident insurance products of $16 million, field systems of $15 million, service
vehicles of $11 million and customer service expenses of $8 million.
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Depreciation of revenue earning equipment and lease charges, net increased $336 million, or 36%, from the prior year.
This change was primarily due to an increase in the size of our fleet resulting from the Dollar Thrifty acquisition and a
deterioration in used vehicle residual values. U.S. Car Rental segment net depreciation per unit per month decreased
to $218 from $219 primarily due to a longer average hold period for the fleet combined with the impact of $79 million
of Dollar Thrifty acquisition accounting adjustments that reduced this expense compared with $12 million of
adjustments in 2012.

Income before income taxes increased $225 million, or 35%, from the prior year. This change was primarily due to
the factors described above, partially offset by an $88 million increase in SG&A expenses driven by higher marketing
and co-branding expenses. SG&A is further described on a consolidated basis in the Consolidated Results of
Operations section of this MD&A.

Adjusted pre-tax income increased $220 million, or 27%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

International Car Rental
As of December 31, 2014, our international car rental operations had a total of approximately 5,470 corporate and

franchisee locations in approximately 144 countries including Canada, Australia, New Zealand and in the regions of
Europe, Latin and South America, Caribbean, Asia, Africa and the Middle East.

Years Ended December 31, Percent
Increase/(Decrease)

($ in millions, except for Total RPD and net 2014 2013 2012 2014 vs. 2013 vs.
depreciation per unit per month) (As Restated)® (As Restated)® 2013 2012
Total revenues $2,436 $2,378 $2,265 2 % 5 %
Direct operating expenses $1,491 $1,407 $1,347 6 4
Depreciation of revenue earning equipment $492 $528 $524 7 )y 1
and lease charges, net
Income before income taxes $95 $34 $36 179 6 )
Adjusted pre-tax income ®) $144 $134 $83 7 61
Transaction days (in thousands)(© 46,917 45,019 43248 4 4
Total RPD@ $52.86 $53.31 $53.09 (1 I
Average Fleet () 166,900 161,300 155,100 3 4
Fleet efficiency (©) 77 % 76 % 76 % N/A N/A
Net depreciation per unit per month ® $250 $275 $287 ¢ ) 4 )
Program cars as a percentage of average fleet 30 % 24 % 21 % N/A N/A

at period end

Footnotes to the table above are shown at the end of the Results of Operations and Selected Operating Data by
Segment section of this MD&A.

N/A - Not applicable

Year Ended December 31, 2014 Compared with Year Ended December 31, 2013

Total revenues for the segment increased $58 million, or 2%, when compared with the prior year period and increased
$80 million, or 3% excluding the impact of foreign currency exchange rates. We experienced a 4% increase in
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transaction days, however, Total RPD for the segment decreased 1% due mainly to the expansion of our value brands,
Firefly and Thrifty, in several European countries.
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Direct operating expenses for our International Car Rental segment increased $84 million, or 6%, from the prior year
due to the following:

Fleet related expenses increased $50 million, or 13%, from 2013 primarily due to higher insurance and license fees of
$29 million and higher vehicle damage costs of $23 million. Insurance costs were higher due to increases in large loss
property damage claims and license fees increased due to a new toll product in Australia and increased conversion
expenses from vehicle thefts in Italy. Damage costs increased due to higher vehicle reconditioning costs and lower
damage recoveries; and

Other direct operating expenses increased $27 million during the period primarily due to higher commissions of $14
million driven by growth in our value brand segments and higher facilities costs and concession fees of $13 million.
Depreciation of revenue earning equipment and lease charges, net decreased $36 million, or 7%, and net depreciation
per unit per month decreased 9% to $250 from $275 year over year. This change was mainly driven by improvements
in fleet purchasing, vehicle mix and the gain (loss) on vehicles sold during the period.

Income before income taxes increased $61 million, or 179%, from the prior year. The change was primarily due to the
factors described above and a $17 million decrease in interest expense, net driven by a lower average interest rate on
fleet debt resulting from the European fleet financings completed during the period. Additionally, there was a $25
million decrease in other (income) expenses, net which is further described on a consolidated basis in the
Consolidated Results of Operations section of this MD&A.

Adjusted pre-tax income increased $10 million, or 7%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

Year Ended December 31, 2013 Compared with Year Ended December 31, 2012

Total revenues for the segment increased $113 million, or 5%, when compared with the prior year period and
increased $104 million, or 5%, excluding the impact of foreign currency exchange rates. As we expanded our Firefly
and Thrifty value brands in Europe we experienced a 4% increase in Transaction Days, however, Total RPD for the
segment remained relatively flat.

Direct operating expenses for our International car rental segment increased $60 million, or 4% from the prior year
due to the following, all of which are a direct result of the expansion of our value brands in Europe:

Personnel related expenses increased $12 million, or 3%, from 2012 due mainly to increased payroll costs attributable
to standard inflationary increases; and

Other direct operating expenses increased $48 million, or 8%, from 2012 comprised mainly of a $12 million
increase in concessions, an $11 million increase in restructuring costs and a $11 million increase in
reservations and customer service expenses due to the shift in our business mix to more airports driven by the
expansion of our value brands.

Depreciation of revenue earning equipment and lease charges, net increased $4 million, or 1%, from the prior year.

The increase was primarily driven by a larger fleet during the period, partially offset by a slight strengthening of used
vehicle residual values, the mix of vehicles and improved procurement costs to acquire fleet. Net depreciation per unit
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per month decreased 4% to $275 from $287 year over year.

Income before income taxes decreased $2 million, or 6%, from the prior year. The change was primarily due to the
factors described above combined with a $9 million decrease in interest expense, net, offset by an $22 million increase
in SG&A and a $38 million increase in other (income) expenses, net both of which are further described on a
consolidated basis in the Consolidated Results of Operations section of this MD&A.
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Adjusted pre-tax income increased $51 million, or 61%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

Worldwide Equipment Rental

As of December 31, 2014, HERC had a total of more than 350 branches in the U.S., Canada, France, Spain, the United
Kingdom, China and Saudi Arabia.

Years Ended December 31, Percent
Increase/(Decrease)
N 2013 2012 2014 vs. 2013 vs.
(§ in millions) 2014 (As Restated)® (As Restated)® 2013 2012
Total revenues $1,571 $1,539 $1,382 2 % 11 %
Direct operating expenses $863 $826 $777 4 6
Depreciation of revenue earning equipment $329 $299 $271 10 10
and lease charges, net
Income before income taxes $170 $241 $142 (29 ) 70
Adjusted pre-tax income® $258 $301 $216 (14 ) 39
Dollar utilization(® 36 % 37 % 36 % N/A N/A
Time utilization® 64 % 65 % 62 % N/A N/A
Rental and rental related revenue® $1,468 $1,400 $1,249 5 12
Same store revenue growth(® 5 % 10 % 9 % N/A N/A

Footnotes to the table above are shown at the end of the Results of Operations and Selected Operating Data by
Segment section of this MD&A.
N/A - Not applicable

Year Ended December 31, 2014 Compared with Year Ended December 31, 2013

Total revenues for the segment increased $32 million, or 2%, when compared with the prior year period and increased
$54 million, or 4% excluding the impact of foreign currency exchange rates. HERC experienced increases of 6% and
2% in worldwide equipment rental volumes and pricing, respectively. The increase in volume was driven by growth in
the non-residential construction industry, new account wins, and efforts to diversify our customer base. Although
higher than in 2013, overall segment revenues were negatively impacted by a $18 million decline in equipment sales
resulting from the closure of two dealerships and a distribution center.

Direct operating expenses for our Worldwide Equipment Rental segment increased $37 million, or 4%, from the prior
year due primarily to additional fleet related expenses of $25 million as a result of higher maintenance costs as we
refresh the equipment rental fleet.

Depreciation of revenue earning equipment and lease charges, net increased $30 million, or 10%, from the prior year.
The increase was driven by a 5% increase in the average acquisition cost of rental equipment operated during the
period and a $17 million decrease in gain on sale of used equipment as HERC sold an increased amount of equipment
through the auction channel in order to better align equipment available for rent with demand.

Income before income taxes decreased $71 million, or 29%, from the prior year due mainly to the factors described
above and a $30 million increase in SG&A expenses primarily resulting from costs for the anticipated HERC spin-off
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transaction as well as increased costs associated with a larger sales force. SG&A expense is further described on a
consolidated basis in the Consolidated Results of Operations section of this MD&A.

Adjusted pre-tax income decreased $43 million, or 14%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these

adjustments on a consolidated basis.
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Year Ended December 31, 2013 Compared with Year Ended December 31, 2012

Total revenues for the segment increased $157 million, or 11%, when compared with the prior year and increased
$161 million, or 12% excluding the impact of foreign currency exchange rates, primarily resulting from increased
volume of 14% and increased pricing of 3% as well as an increase in new equipment sales year over year. The
increase in volume was primarily due to strong industrial performance, especially oil and gas related, and
improvement in the construction sector driven by the recovery of the non-residential construction industry.

Direct operating expenses for our worldwide equipment rental segment increased $49 million, or 6%, from the prior
year primarily comprised of higher maintenance and vehicle operating costs of $13 million, a $20 million increase in
salaries due to merit increases and increased headcount due to business growth and acquisitions made in 2012, and a
$15 million increase in other direct operating expenses resulting from higher equipment sales costs and facilities
expenses. The increases were driven by higher fleet and staffing levels required to meet increased volume demand.

Depreciation of revenue earning equipment and lease charges, net increased $28 million, or 10%, compared with the
prior year driven by a larger fleet during the period combined with an increase in the average acquisition cost of rental
equipment operated during the period, partly offset by strong residual values and improved disposal channel mix.

Income before income taxes increased $99 million, or 70%, from the prior year. The increase was primarily due to the
factors described above combined with a $11 million decrease in SG&A expenses. SG&A expense is further
described on a consolidated basis in the Consolidated Results of Operations section of this MD&A.

Adjusted pre-tax income increased $85 million, or 39%, from the prior year. See footnote (b) in the "Footnotes to the
Results of Operations and Selected Operating Data by Segment Tables" for a summary and description of these
adjustments on a consolidated basis.

All Other Operations
Years Ended December 31, Percent
Increase/(Decrease)
. o 2013 2012 2014 vs. 2013 vs.
($ in millions) 2014 (As (As 2013 2012
Restated)® Restated)®
Total revenues $568 $527 $478 8 % 10 %
Direct operating expenses $24 $24 $24 — —
Depreciation of revenue earning equipment and $455 $425 $388 - 10
lease charges, net
Income before income taxes $46 $36 $25 28 44
Adjusted pre-tax income ®) $62 $58 $47 7 23
Average Fleet - Donlen 172,800 169,600 150,800 2 12

Footnotes to the table above are shown at the end of the Results of Operations and Selected Operating Data by
Segment section of this MD&A.

Our Donlen operations had favorable results on a year over year basis in each of 2014 and 2013 driven by increased

volume. Higher depreciation expense is driven by the increase in the size of the Donlen fleet.
Footnotes to the Results of Operations and Selected Operating Data by Segment Tables
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The data presented represents financial data on a restated basis or an amount that was calculated using financial
data on a restated basis. For more information on the restatement, see Note 2, "Restatement” to the Notes to our

( )consolidated financial statements included in this Annual Report under the caption Item 8, "Financial Statements
and Supplementary Data."
Adjusted pre-tax income is calculated as income before income taxes plus certain non-cash acquisition accounting
charges, debt-related charges relating to the amortization and write-off of debt financing costs and debt discounts
and certain one-time charges and nonoperational items. Adjusted pre-tax income is important to management

( )because it allows management to assess operational performance of our business, exclusive of the items mentioned
above. Management believes that it is important to investors for the same reasons it is important to management
and because it allows them to assess our operational performance on the same basis that
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management uses internally. The contribution of our reportable segments to adjusted pre-tax income and
reconciliation to consolidated amounts are presented below:
Years Ended December 31,
s 2013 2012
(In millions) 2014 (As Restated) (As Restated)
Adjusted pre-tax income (loss):

U.S. car rental $387 $1,033 $813
International car rental 144 134 83

Worldwide equipment rental 258 301 216

All other operations 62 58 47

Total reportable segments 851 1,526 1,159
Corporate) (448 ) (430 ) (343 )
Consolidated adjusted pre-tax income 403 1,096 816
Adjustments:

Acquisition accounting(® (132 ) (132 ) (110 )
Debt-related charges® (53 ) (68 ) (84 )
Restructuring charges ) (56 ) (77 ) (38 )
Restructuring related charges® (103 ) (22 ) (11 )
Acquisition related costs and charges® (10 ) (19 ) (164 )
Integration expenses(”) ¢ ) (43 ) —

Equipment rental spin-off costs(® (39 ) — —

Relocation costs® ¢ ) (7 ) —

Premiums paid on debt(10) — (29 ) —

Loss on extinguishment of debt(11) (1 ) (35 ) —

Impairment charges and asset write-downs(12) (34 ) (40 ) —

Other(3 20 (21 ) (44 )
Income (loss) before income taxes $(23 ) $603 $365

1) Represents general corporate expenses, certain interest expense (including net interest on corporate debt), as
well as other business activities.

Represents the increase in amortization of other intangible assets, depreciation of property and equipment and

accretion of revalued liabilities relating to acquisition accounting.

2)

(3)Represents debt-related charges relating to the amortization of deferred debt financing costs and debt discounts.

Represents expenses incurred under restructuring actions as defined in U.S. GAAP. For further information on
(4)restructuring costs, see Note 15 "Restructuring,” to the Notes to our consolidated financial statements included in
this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Represents incremental costs incurred directly supporting our business transformation initiatives. Such costs
include transition costs incurred in connection with our business process outsourcing arrangements and incremental
costs incurred to facilitate business process re-engineering initiatives that involve significant organization redesign
and extensive operational process changes. Amount in 2014 also includes consulting costs and legal fees related to
the accounting review and investigation, one-time costs to terminate certain marketing and co-branding
agreements, and costs associated with the separation of certain executives during the year.

&)
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In 2012, primarily represents Dollar Thrifty acquisition related expenses, change in control expenses, 'Day-1'
compensation expenses and other adjustments related to the Dollar Thrifty acquisition, loss on the Advantage

(6)divestiture, expenses related to additional required divestitures and costs associated with the Dollar Thrifty
acquisition, pre-acquisition interest and commitment fee expenses for interim financing associated with the Dollar
Thrifty acquisition and a gain on the investment in Dollar Thrifty stock.

(7)Primarily represents Dollar Thrifty integration related expenses.

Represents expense associated with the anticipated HERC spin-off transaction of which $28 million were incurred

®) o ;
by HERC and $11 million were incurred by Corporate.

Represents non-recurring costs incurred in connection with the relocation of our corporate headquarters to Estero,

(9)Florida that were not included in restructuring expenses. Such expenses primarily include duplicate facility rent,

certain moving expenses, and other costs that are direct and incremental due to the relocation.
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(10)In 2013, represents premiums paid to redeem our 8.50% Former European Fleet Notes.

In 2013, represents extinguishment of debt for Senior Convertible
(1)

Notes.
In 2014, primarily comprised of impairments related to our former corporate headquarters building in New Jersey
and HERC revenue earning equipment held for sale. Additionally, 2014 includes asset write-downs of assets
associated with a terminated business relationship. In 2013, primarily related to a change in the carrying value of
the vehicles subleased to FSNA and its subsidiary, Simply Wheelz.

(12)

In 2014, primarily comprised of a $19 million litigation settlement received in relation to a class action lawsuit
filed against an original equipment manufacturer. In 2013, primarily represents cash premiums of $12 million

(13)associated with the conversion of the Senior Convertible Notes and $5 million of depreciation expense related to
HERC. In 2012, primarily represents expenses related to the withdrawal from a multiemployer pension plan,
litigation accrual and expenses associated with the impact of Hurricane Sandy.

Transaction days represent the total number of 24-hour periods, with any partial period counted as one transaction
(c)day, that vehicles were on rent (the period between when a rental contract is opened and closed) in a given period.
Thus, it is possible for a vehicle to attain more than one transaction day in a 24-hour period.

Total RPD is calculated as total revenue less revenue from fleet subleases and ancillary revenue associated with
retail car sales, divided by the total number of transaction days, with all periods adjusted to eliminate the effect of
fluctuations in foreign currency. Our management believes eliminating the effect of fluctuations in foreign
currency is useful in analyzing underlying trends. This statistic is important to our management and investors as it
represents the best measurement of the changes in underlying pricing in the car rental business and encompasses
the elements in car rental pricing that management has the ability to control.

(d)

The following table reconciles our car rental segment revenues to our rental rate revenue and rental rate revenue per
transaction day (based on December 31, 2013 foreign exchange rates) for the years ended December 31, 2014, 2013
and 2012 ($ in millions except for Total RPD):

U.S. car rental segment International car rental segment

Years Ended December 31,

2014 2013 2012 2014 2013 2012

(As Restated) (As Restated)

Revenues $6,471 $6,331 $4,888 $2,436 $2,378 $2,265
Advantage sublease revenue = — (65 ) 4 ) — — —
Ancillary retail car sales
revenue (32 ) (14 ) 6 ) — o o
Foreign currency adjustment  — — — 44 22 31
Total rental revenue $6,439 $6,252 $4,878 $2.480 $2,400 $2,296
Transaction days (in thousands) 139,752 133,181 105,539 46,917 45,019 43,248
Total RPD (in whole dollars)  $46.07 $46.94 $46.22 $52.86 $53.31 $53.09

(e)
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Average fleet is determined using a simple average of the number of vehicles at the beginning and end of a given
period. Among other things, average fleet is used to calculate our fleet efficiency which represents the portion of
our fleet that is being utilized to generate revenue. Fleet efficiency is calculated by dividing total transaction days
by the average fleet multiplied by the number of days in a period. Average fleet used to calculate fleet efficiency in
our U.S. Car Rental segment excludes Advantage sublease and Hertz 24/7 vehicles as these vehicles do not have
associated transaction days. The calculation of fleet efficiency is shown in the table below.
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U.S. car rental segment

Years Ended December 31,

2014 2013 2012

(As Restated)

Transaction days (in 139,752 133,181 105,539
thousands)
Average fleet 499,100 490,000 359,100
Advantage Sublease vehicles (4,000 ) (21,000 ) (1,000
Hertz 24/7 vehicles (1,000 ) (2,000 ) (1,000
Average flect used to 494,100 467,000 357,100
calculate fleet efficiency
Number of days in period 365 365 366
Average fleet multiplied by
number of days in period (in 180,347 170,455 130,699
thousands)
Fleet efficiency 77 % 18 % 81

International car rental segment

2014

46,917

166,900
) —
)y —
166,900
365

60,919

% T7

2013 2012
(As Restated)

45,019 43,248
161,300 155,100
161,300 155,100
365 366
58,875 56,767

% 76 % 76

%

Net depreciation per unit per month is a non-GAAP measure that is calculated by dividing depreciation of revenue

earning equipment and lease charges, net by the average fleet in each period and then dividing by the number of
months in the period reported, with all periods adjusted to eliminate the effect of fluctuations in foreign currency.

Our management believes eliminating the effect of fluctuations in foreign currency is useful in analyzing

®

Depreciation of revenue earning equipment

and lease charges, net (in millions)

U.S. car rental segment

Foreign currency adjustment (in millions) —

Adjusted depreciation of revenue earning
equipment and lease charges, net (in millions)

Average fleet

Adjusted depreciation of revenue earning
equipment and lease charges, net divided by

average fleet
Number of months in period
Net depreciation per unit per month

Years Ended December 31,
2014 2013 2012
(As Restated)
$1,758 $1,281 $945
$1,758 $1,281 $945
499,100 490,000 359,100
$3,522 $2,614 $2,632
12 12 12
$294 $218 $219

underlying trends. Average fleet used to calculate net depreciation per unit per month in our U.S. Car Rental
segment includes Advantage sublease and Hertz 24/7 vehicles as these vehicles have associated lease charges. Net
depreciation per unit per month represents the amount of average depreciation expense and lease charges, net per
vehicle per month. The table below reconciles this non-GAAP measure to its most comparable GAAP measure,
which is depreciation of revenue earning equipment and lease charges, net, (based on December 31, 2013 foreign
exchange rates) for the periods shown:

International car rental segment

2014 2013 2012
(As Restated)
$492 $528 $524
4 10
$501 $532 $534
166,900 161,300 155,100
$3,002 $3,298 $3,443
12 12 12
$250 $275 $287

Dollar utilization means revenue derived from the rental of equipment divided by the original cost of the

(g)equipment including additional capitalized refurbishment costs (with the basis of refurbished assets reset at the

refurbishment date).
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(h) Time Utilization means the percentage of time an equipment unit is on-rent during a given period.

Worldwide equipment rental and rental related revenue consists of all revenue, net of discounts, associated with the
rental of equipment including charges for delivery, loss damage waivers and fueling, but excluding revenue arising
from the sale of equipment, parts and supplies and certain other ancillary revenue. Rental and rental related revenue
is adjusted in all periods to eliminate the effect of fluctuations in foreign currency. Our management believes
eliminating the effect of fluctuations in foreign currency is appropriate so as not to affect the comparability of
underlying trends. This statistic is important to our management and investors as it reflects time and mileage and
ancillary charges for equipment on rent and is comparable with the reporting of other industry participants. The
following table reconciles our worldwide equipment rental segment revenues to our worldwide equipment rental
and rental related revenue (based on December 31, 2013 foreign exchange rates) for the years ended December 31,
2014, 2013 and 2012:

®
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(In millions)

Worldwide equipment rental segment revenues
Worldwide equipment sales and other revenue
Rental and rental related revenue at actual rates
Foreign currency adjustment
Rental and rental related revenue

Years Ended December 31,

2013 2012
2014 (As Restated) (As Restated)
$1,571 $1,539 $1,382
(115 ) (132 ) (123 )
1,456 1,407 1,259
12 (7 ) (10 )
$1,468 $1,400 $1,249

Same-store revenue growth is calculated as the year over year change in revenue for locations that are open at the
end of the period reported and have been operating under our direction for more than twelve months. The

(j) same-store revenue amounts are adjusted in all periods to eliminate the effect of fluctuations in foreign currency.
Our management believes eliminating the effect of fluctuations in foreign currency is appropriate so as not to affect

the comparability of underlying trends.
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QUARTERLY DISCUSSION AND ANALYSIS

Selected Quarterly Financial Data

The following table sets forth selected financial data for each of the periods indicated. Amounts are computed
independently each quarter, therefore, the sum of the quarterly amounts may not equal the total amount for the

respective year due to rounding.
For the Quarters Ended

As Restated Percentage Increase/(Decrease)
(In Dec. Sept. Mar. Dec. Sept. Mar. Q4 Q3 Q2 Q1
millions, 31, 30, ;‘6‘;430’ 31, 31, 30, ;‘6‘}330’ 31, 2014 2014 2014 2014
except per 2014 2014 2014 2013 2013 2013 vs. Q4 vs.Q3 vs.Q2 vs.Ql

share data)(Q4) (Q3) Q) Q) QH@® (Q3)@ Q)® (QhH® 2013 2013 2013 2013
Revenues:
U.S. Car
Rental
Internation
Car Rental §]18
Worldwide
Equipment416 413 384 358 401 403 381 353 4 2 1 1
Rental
All Other
Operations
Total

2,559 3,121 2,830 2,536 2,555 3,075 2,708 2437 — 1 5 4
revenues
Expenses:
Direct
operating:
U.S. Car
Rental
Internationgl
Car Rental§42
Worldwide
Equipment232 221 210 200 214 206 204 203 8 7 3 (1 )
Rental
All Other
Operations
Corporate 13 7 (6 ) — 4 9 ) (5 ) (5 ) 225 NM NM NM
Total
direct 1,575 1,702 1,594 1,443 1,449 1,547 1417 1,364 9 10 12 6
operating
Depreciation
of revenue
earning
equipment
and lease

$1,482 $1,768 $1,663 $1,557 $1,475 $1,770 $1,602 $1484 — % — % 4 %5 %

795 641 482 544 768 595 471 S ) 4 8 2

145 142 139 135 134 130 129 6 8 9 8

982 1,041 990 907 888 933 865 847 11 12 14 7

427 394 329 337 411 347 313 1 4 14 5
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charges,

net:

U.S. Car
Rental
Internation
Car Rental 1112
Worldwide
Equipment94
Rental

All Other
Operations
Total
depreciation
of revenue
earning
equipment
and lease
charges,
net
Selling,
general
and
administrative
Interest
expense, 164
net

Other
(income)
expense,

net

Total
expenses

533

245

>

57

409

143

78

116

746

303

164

2,918
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391

124

79

114

708

264

164

1

2,709

424

113

78

111

726

276

156

€

2,598

337

119

76

109

641

234

171

21

2,516

337

151

76

108

672

282

179

83

2,763

323

132

73

104

632

287

182

@2

2,516

285 58
125 (6
74 24
105 5
589 33
250 5
175 (4

)_

2378 13

(71 )

21

G )

11

@ )

(96 )

21

© )

10

12

@ )

(10 )

NM

49

(10°)

23

10

1)

NM
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For the Quarters Ended

Percentage
As Restated Increase/(Decrease)

Dec Sept.  Jun Mar Dec Sept Mar Q4 Q3 Q2 Ql
g;c:utlhce)?ss,hare 31, 30, 30, 31, 31, 30, ;‘(1)?'330’ 31, 2014 3214 2014 3214
data)p p 2014 2014 2014 2014 2013 2013 (Q2)(a) 2013 vs. Q4 Q?; vs. Q2 Qi

Q) @ @ Q) Q@ Q3 QD@ 2013 5, 2013
Income (loss)
before Income
taxes:

U.S. Car Rental (164 ) 160 167 94 112 297 257 204 (246 ) 46 ) 35 ) (54 )

International Car
Rental
Worldwide
Equipment 30 56 49 36 70 76 62 31 57 ) 26) (21 ) 16
Rental

All Other 2 13 11 119 7 19 33 8 — 22
Operations

Corporate (140 ) (156 ) (138 ) (158 ) (123 ) (169 ) (157 ) (127 ) 14 @ ) (12 ) 24
Total income

(loss) before (284 ) 203 121 (62 ) 39 312 192 59 (828 ) (35 ) (37 ) (205)
income taxes

(Provision)

benefit for taxes 50 G4 )@@ ) (@ ) (57 ) (110 ) 81 ) (53 ) NM (51 ) (40 ) (87 )
on income (loss)

Net income (loss)$(234 ) $149 $72 $69 ) $(18 ) $202 S$111  $6 1,200 (26 ) 35 ) NM
Weighted

average shares

outstanding:

Basic ® 459 459 452 447 447 425 401 416 13

Diluted 459 464 465 447 447 465 465 461 3 —_  — 3 )
Earnings (loss)

per share:

Basic $(0.51) $0.32 $0.16 $(0.15) $(0.04) $048 $0.28 $001 NM (33) 43 ) NM
Diluted© $(0.51) $0.32 $0.15 $(0.15) $(0.04) $0.44 $025 $002 NM (27) 40 ) NM
Adjusted pre-tax

income(@:

U.S. Car Rental $(126) $209 $184 $119 $132 $379 $289 $232 (195 ) 45) (36 ) (49 )
International Car

Rental 12 ) 136 57 39 ) 21 126 35 @47 ) (157 ) 8 63 17 )
Worldwide
Equipment 60 79 67 52 93 89 73 45 35 ) A1) (8 ) 16
Rental
All Other
Operations

22 ) 130 32 45 ) 29 ) 101 19 68 ) (24 )29 68 22 )

W
oo

15 17 15 16 16 14 14 13 o )21 7 23
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Corporate 98 ) (119 ) (107 ) (124 ) (105 ) (101 ) (115 ) (107 ) (7 ) 18 (7 ) 16
Total adjusted
pre-tax income  $(161 ) $322 $216 $24 $157 $507 $296 $136 (203 ) 36 ) (27 ) (82 )
(loss)
NM - Not Meaningful
For further details regarding the restatement see Note 21, "Quarterly Financial Information (Unaudited)" to the
(a)Notes to our consolidated financial statements included in this Annual Report under the caption Item 8, "Financial
Statements and Supplementary Data."

The decrease in basic weighted average shares outstanding from the quarter ended March 31, 2013 to the quarter
ended June 30, 2013 was due to a share repurchase of approximately 23 million shares in March 2013. The
increase from the quarter ended June 30, 2013 to the quarter ended September 30, 2013 was due the issuance of

(b)approximately 47 million shares due to to the conversion of the Convertible Senior Notes in August 2013. The
increase from the quarter ended September 30, 2013 to the quarter ended December 30, 2013 is also due to the
conversion of the Convertible Senior Notes in August 2013 as those shares were outstanding for the full fourth
quarter.

Net income (loss) used in diluted earnings per share calculation includes an adjustment to add back to net income
(c)the amount of interest expense on convertible senior notes, net of tax of $1 million, $2 million, $4 million and $1
million for the 2013 quarters ended December, September, June and March, respectively.

Adjusted pre-tax income is a Non-GAAP financial measure that is defined and reconciled to its most comparable

(d)U.S.GAAP measure in the "Selected Quarterly Operating Data" section of this MD&A.
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7.

Selected Quarterly Operating Data

OPERATIONS (Continued)

The following table sets forth certain of our selected operating data by segment for each of the periods indicated.

Amounts are computed independently each quarter, therefore, the sum of the quarterly amounts may not equal the
total amount for the respective year due to rounding.
For the Quarters Ended, or As of

U.S. Car Rental:

Transaction days

(in thousands) ®
Total RPD®©)
Average Fleet ®
Fleet efficiency ®
Net depreciation per
unit per month ®
Program cars as a
percentage of average
fleet at period end
Adjusted pre-tax
income(loss)

(in millions)@
International Car
Rental:

Transaction days (in
thousands)®

Total RPD©)
Average Fleet (@
Fleet efficiency ®
Net depreciation per
unit per month ®
Program cars as a
percentage of average
fleet at period end
Adjusted pre-tax
income (loss)

(in millions)@
Worldwide Equipment
Rental:

Dollar utilization
Time utilization
Rental and rental
related revenue (in
millions)©

Same store revenue
growth(f)

Dec. 31,

33,595

$43.85
486,900
75

$365

%

21 %

$(126 )

10,734

$51.70
156,700
74

$255

%

30 %

$(12 )

38
67

%
%

$394

Sept. 30, Jun. 30,
2014 (Q4) 2014 (Q3) 2014 (Q2)
37,901 35,850
$46.41 $46.19
515,300 502,500
80 % 19 %
$265 $259
15 % 16 %
$209 $184
14,695 12,096
$54.85 $52.58
196,900 172,300
81 % 17 %
$245 $238
40 % 42 %
$136 $57
37 % 35 %
66 % 63 %
$382 $356
6 % 4 %

%

Mar. 31,
2014 (Q1)
32,360
$47.90
491,500
75 %
$288

15 %
$119
9,395
$51.41
141,400
74 %
$266

34 %
$39 )
34 %
61 %
$334

5 %0

As Restated
Dec. 31,
2013

Q4@
32,875

$44.75
490,200
76

$229

%

%

$132

10,473

$51.85
155,700
73

$255

%

24 %

$21

38
66

%
%

$366

%

Sept. 30,
2013

(Q3)™
36,064

$48.36
516,800
80

$217

7

$379

14,278

$55.12
188,700
82

$274

36

$126

38
67

$369

7

%

%

%

%

%
%

%

Jun. 30,
2013

Q)™
34,178

$46.11
499,000
79

$216

$289

11,261

$53.73
163,500
76

$273

38

$35

37
64

$343

11

%

%

%

%

%
%

%

Mar. 31,
2013

QD@
30,064

$48.63
454,000
77

$209

%

%

$232

9,006

$51.63
137,500
73

$301

%

28 %

$47 )

35
61

$320
13 %
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Adjusted pre-tax

. S o 960 $79 $67 $52 $93 $89 $73 $45
income (in millions)@

All Other Operations:

Average Fleet - Donlen 166,800 169,700 177,800 176,800 173,800 170,800 168,000 165,600
Adjusted pre-tax $15 $17 $15 $16 $16 $14 $14 $13

income (in millions)@
The data presented represents financial data on a restated basis or an amount that was calculated using financial
data on a restated basis. For more information on the restatement, see Note 2, "Restatement” to the Notes to our
consolidated financial statements included in this Annual Report under the caption Item 8, "Financial Statements
and Supplementary Data.

(a)

Transaction days represent the total number of 24-hour periods, with any partial period counted as one transaction
(b)day, that vehicles were on rent (the period between when a rental contract is opened and closed) in a given period.
Thus, it is possible for a vehicle to attain more than one transaction day in a 24-hour period.

Total RPD is calculated as total revenue less revenue from fleet subleases and ancillary revenue associated with
retail car sales, divided by the total number of transaction days, with all periods adjusted to eliminate the effect of
fluctuations in foreign currency. Our management believes eliminating the effect of fluctuations in foreign
currency is useful in analyzing underlying trends. This statistic is important to our management and investors as it
represents the best measurement of the changes in underlying pricing in the car rental business and encompasses
the elements in car rental pricing that management has the ability to control.

(©)
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The following tables reconcile our car rental segment revenues to our rental rate revenue and rental rate revenue per
transaction day (based on December 31, 2013 foreign exchange rates) for the quarters noted below ($ in millions
except for Total RPD):
U.S. CAR RENTAL SEGMENT
For the Quarters Ended

As Restated
Dec. 31, Sept.30, Jun.30, Mar.31, Dec.31, Sept.30, Jun.30, Mar. 31
2014 2014 2014 2014 2013 2013 2013 2013') (Q’l)
(Q4) (Q3) (Q2) QD (Q4) (Q3) (Q2)
Revenues $1,482 $1,768 $1,663 $1,557 $1475 $1,770 $1,602 $1,484
Advantage sublease revenue = — — — — — (22 ) (22 ) (20 )
Ancillary retail car sales
revenue © ) 9 ) (7 ) (7 ) (4 ) (4 ) 4 ) (2 )
Total rental revenue $1,473  $1,759 $1,656 $1,550 $1,471 $1,744 $1,576 $1,462

Transaction days (in thousands)33,595 37,901 35,850 32,360 32,875 36,064 34,178 30,064
Total RPD (in whole dollars) $43.85 $46.41 $46.19 $4790 $44.75 $48.36 $46.11 $48.63
INTERNATIONAL CAR RENTAL SEGMENT
For the Quarters Ended
As Restated
Dec. 31, Sept.30, Jun.30, Mar.31, Dec.31, Sept.30, Jun.30, Mar. 31,
2014 2014 2014 2014 2013 2013 2013 2013

(Q4) (Q3) (Q2) QD (Q4) (Q3) (Q2) QD

Revenues $518 $795 $641 $482 $544 $768 $595 $471
Foreign currency adjustment 37 11 (5 ) 1 (1 ) 19 10 (6 )
Total rental revenue $555 $806 $636 $483 $543 $787 $605 $465

Transaction days (in thousands) 10,734 14,695 12,096 9,395 10,473 14,278 11,261 9,006
Total RPD (in whole dollars) $51.70 $54.85 $52.58 $51.41 $51.85 $55.12 $53.73 $51.63
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Adjusted pre-tax income is calculated as income before income taxes plus certain non-cash acquisition accounting
charges, debt-related charges relating to the amortization and write-off of debt financing costs and debt discounts
and certain one-time charges and nonoperational items. Adjusted pre-tax income is important to management
because it allows management to assess operational performance of our business, exclusive of the items mentioned
above. Management believes that it is important to investors for the same reasons it is important to management
and because it allows them to assess our operational performance on the same basis that management uses
internally. The contribution of our reportable segments to adjusted pre-tax income and reconciliation to
consolidated amounts are presented below ($ in millions):

Reconciliation of Non-GAAP to

(d)

U.S.GAAP Earnings Measures For the Quarters Ended
As Restated
Dec. 31, Sept. 30, Jun. 30, g/iar' Dec. 31, igpt' ;‘8“' g/iar'
04200 Wl Sy 00 g iy i
Q1) (Q3) Q2) QD)

Adjusted pre-tax income (loss):
U.S. car rental $(126 ) $209 $184 $119 $132 $379 $289 $232
International car rental (12 ) 136 57 39 ) 21 126 35 @7 )
Worldwide equipment rental 60 79 67 52 93 89 73 45
All other operations 15 17 15 16 16 14 14 13
Total reportable segments (63 ) 441 323 148 262 608 411 243
Corporate (1) @8 ) (119 ) (107 ) (124 ) (105 ) (101 ) (115 ) (107 )
((;,g::)ohdated adjusted pre-tax income (161 ) 322 216 4 157 507 296 136
Adjustments:
Acquisition accounting(® B4 ) (32 )33 )33 H)Y@8 HY@BE5 )YBs ) 35 )
Debt-related charges® (14 ) (13 )y 13 )Yy 12 H ds Yy a7 )y 19 )y A7 )
Restructuring charges ) (10 ) (11 )y 19 HYds HYd9 ) @3 ) (18 ) ¢« )
Restructuring related charges® 23 ) 44 Yy (12 ) 24 ) (7 ) (3 )8 )@ )
Acquisition related costs and charges©®  — (1 ) (2 ) (7 ) (5 ) (3 )8 )@ )
Integration expenses(”) ¢! ) (1 ) (3 ) (2 ) (14 ) (8 )y 9 ) A1 )
Equipment rental spin-off costs® 12 ) (14 ) (12 ) — — — — —
Relocation costs® 2 ) (3 ) (3 ) (2 ) (2 ) (4 )y (a1 ) —
Premiums paid on debt — — — — 29 ) — — —
Loss on extinguishment of debt — — (1 ) — (7 ) 28 ) — —
Impairment charges and asset
write-downs(10) 24 ) — ao ) — o @ ) — o
Other(D 3 ) — 13 9 8 21 HY® ) 4 )
Income (loss) before income taxes $(284 ) $203 $121 $62 ) $39 $312 $192  $59

1) Represents general corporate expenses, certain interest expense (including net interest on corporate debt), as
well as other business activities.

Represents the increase in amortization of other intangible assets, depreciation of property and equipment and

accretion of revalued liabilities relating to acquisition accounting.

2)
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(3)Represents debt-related charges relating to the amortization of deferred debt financing costs and debt discounts.

Represents expenses incurred under restructuring actions as defined in U.S. GAAP. For further information on
(4)restructuring costs, see Note 15 "Restructuring,” to the Notes to our consolidated financial statements included in
this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Represents incremental costs incurred directly supporting our business transformation initiatives. Such costs
include transition costs incurred in connection with our business process outsourcing arrangements and incremental
costs incurred to facilitate business process re-engineering initiatives that involve significant organization redesign
and extensive operational process changes. Amounts in 2014 also include consulting costs and legal fees related to
the accounting review and investigation, one-time costs to terminate certain marketing and co-branding
agreements, and costs associated with the separation of certain executives during the year.

(&)

(6) Acquisition related costs and charges during the period.
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(7)Primarily represents Dollar Thrifty integration related expenses.
(8)Represents expense associated with the anticipated HERC spin-off transaction announced in March 2014.

Represents non-recurring costs incurred in connection with the relocation of our corporate headquarters to Estero,
(9)Florida that were not included in restructuring expenses. Such expenses primarily include duplicate facility rent,
certain moving expenses, and other costs that are direct and incremental due to the relocation.

In the fourth quarter of 2014, represents impairments related to our former corporate headquarters building in
(10)New Jersey and HERC assets. In the second quarter of 2014, represents a write-down of assets related to a
terminated business relationship.

a 1)In the third quarter of 2013, primarily represents cash premiums of $12 million associated with the conversion of
the Senior Convertible Notes.
Worldwide equipment rental and rental related revenue consists of all revenue, net of discounts, associated with the
rental of equipment including, charges for delivery, loss damage waivers and fueling, but excluding revenue arising
from the sale of equipment, parts and supplies and certain other ancillary revenue. Rental and rental related revenue
is adjusted in all periods to eliminate the effect of fluctuations in foreign currency. Our management believes
eliminating the effect of fluctuations in foreign currency is appropriate so as not to affect the comparability of
underlying trends. This statistic is important to our management and investors as it reflects time and mileage and
ancillary charges for equipment on rent and is comparable with the reporting of other industry participants. The
following table reconciles our worldwide equipment rental segment revenues to our worldwide equipment rental
and rental related revenue (based on December 31, 2013 foreign exchange rates) for the years ended December 31,
2014, 2013 and 2012 ($ in millions) :
Reconciliation of U.S.GAAP to
Non-GAAP Earnings Measures

(e)

For the Quarters Ended

As Restated
Dec. 31, Sept. 30 Jun. 30, Mar. 31, Dec.31, Sept.30, Jun.30, Mar. 31,
2014 2014' (Q’3) 2014 2014 2013 2013 2013 2013
Q4 (Q2) QD (Q4) (Q3) (Q2) QD

Worldwide equipment rental
segment revenues
Worldwide equipment sales and
other revenue

Rental and rental related
revenue at actual rates
Foreign currency adjustment 6 2 1 2 (1 ) (1 ) (2 ) (3 )

Rental and rental related 50, 30, $356  $334  $366  $369  $343  $320
revenue

$416 $413 $384 $358 $401 $403 $381 $353
(28 ) (33 ) (29 ) (26 ) (34 ) (33 ) (36 ) (30 )

388 380 355 332 367 370 345 323

Same-store revenue growth is calculated as the year over year change in revenue for locations that are open at the
end of the period reported and have been operating under our direction for more than twelve months. The

(f)same-store revenue amounts are adjusted in all periods to eliminate the effect of fluctuations in foreign currency.
Our management believes eliminating the effect of fluctuations in foreign currency is appropriate so as not to affect
the comparability of underlying trends.
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Average fleet is determined using a simple average of the number of vehicles at the beginning and end of a given
period. Among other things, average fleet is used to calculate our fleet efficiency which represents the portion of
our fleet that is being utilized to generate revenue. Fleet efficiency is calculated by dividing total transaction days
by the average fleet multiplied by the number of days in a period. Average fleet used to calculate fleet efficiency in
our U.S. Car Rental segment excludes Advantage sublease and Hertz 24/7 vehicles as these vehicles do not have
associated transaction days. The calculation of fleet efficiency is shown in the tables below.

U.S Car Rental Segment

For the Quarters Ended

Dec. 31, Sept.30, Jun.30, Mar.31, Dec.31, Sept.30, Jun.30, Mar. 31,

2014 (Q4) 2014 (Q3) 2014 (Q2) 2014 (Q1) 2013 (Q4) 2013 (Q3) 2013 (Q2) 2013 (Q1)

33,595 37,901 35,850 32,360 32,875 36,064 34,178 30,064

€9)

Transaction days (in

thousands)

Average fleet 486,900 515300 502,500 491,500 490,200 516,800 499000 454,000
éeivizilet:ge sublease (1,000 ) (4,400 ) (11,000) (18,000) (23,000) (24,000) (21,100)
Hertz 24/7 vehicles ~ — (1,000 ) (1,000 ) (1,000 ) (2,000 ) (2,000 ) (1,000 ) (1,000 )

Average fleet used to
calculate fleet efficiency
Number of days in
period

Average fleet multiplied
by number of daysin 44,795 47,224 45,236 43,155 43,258 45,246 43,134 38,871
period (in thousands)

Fleet efficiency 75 % 80 % 19 % 15 % 76 % 80 % 19 % T7 %

486,900 513,300 497,100 479,500 470,200 491,800 474,000 431,900

92 92 91 90 92 92 91 90
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International Car Rental Segment

For the Quarters Ended

Dec. 31, Sept.30, Jun.30, Mar.31, Dec.31, Sept.30, Jun.30, Mar. 31,

2014 (Q4) 2014 (Q3) 2014 (Q2) 2014 (Q1) 2013 (Q4) 2013 (Q3) 2013 (Q2) 2013 (Q1)
Transaction days (in 4734 14605 12006 9395 10473 14278 11261 9,006
thousands)
Average fleet 156,700 196,900 172,300 141,400 155,700 188,700 163,500 137,500
Number of days in 92 92 91 90 92 92 91 90
period
Average fleet multiplied
by number of daysin 14,416 18,115 15,679 12,726 14,324 17,360 14,879 12,375
period (in thousands)
Fleet efficiency 74 % 81 % T7 % T4 % T3 % 82 % 76 % T3 %
Net depreciation per unit per month is a non-GAAP measure that is calculated by dividing depreciation of revenue
earning equipment and lease charges, net by the average fleet in each period and then dividing by the number of
months in the period reported, with all periods adjusted to eliminate the effect of fluctuations in foreign currency.
Our management believes eliminating the effect of fluctuations in foreign currency is useful in analyzing
underlying trends. Average fleet used to calculate net depreciation per unit per month in our U.S. Car Rental
segment includes Advantage sublease and Hertz 24/7 vehicles as these vehicles have associated lease charges. Net
depreciation per unit per month represents the amount of average depreciation expense and lease charges, net per
vehicle per month. The table below reconciles this non-GAAP measure to its most comparable GAAP measure,
which is depreciation of revenue earning equipment and lease charges, net, (based on December 31, 2013 foreign
exchange rates) for the periods shown:

U.S. car rental segment
For the Quarters Ended

(h)

As Restated
Jun. 30, Mar. 31, Dec.31, Sept.30, Jun.30, Mar. 31,
2014 2014 2013 2013 2013 2013

(Q2) QD (Q4) (Q3) (Q2) QD

Dec. 31,  Sept. 30,
2014 (Q4) 2014 (Q3)

Depreciation of revenue

earning equipment and lease  $533 $409 $391 $424 $337 $337 $323 $285
charges, net (in millions)
Average Fleet 486,900 515,300 502,500 491,500 490,200 516,800 499,000 454,000

Depreciation of revenue
earning equipment and lease
charges, net divided by
average fleet

Number of months in period 3 3 3 3 3 3 3 3

ﬂztnfgprwa“on perunitper ¢ s $265 $259  $288  $229  $217  $216  $209

$1,095 $794 $778 $863 $687 $652 $647 $628

International car rental segment
For the Quarters Ended
As Restated
Dec. 31, Sept. 30, Jun.30, Mar.31, Dec.31, Sept.30, Jun.30, Mar. 31,
2014 2014 2014 2014 2013 2013 2013 2013

(Q4) (Q3) (Q2) QD (Q4) (Q3) (Q2) QD
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Depreciation of revenue earning

equipment and lease charges, net $112 $143 $124 $113 $119 $151 $132 $125
(in millions)

Foreign currency adjustment (in
millions)

Adjusted depreciation of revenue
earning equipment and lease $120 $145 $123 $113 $119 $155 $134 $124
charges, net (in millions)

Average Fleet 156,700 196,900 172,300 141,400 155,700 188,700 163,500 137,500
Adjusted depreciation of revenue
earning equipment and lease
charges, net divided by average
fleet

Number of months in period 3 3 3 3 3 3 3 3

ﬂztnflfpre“a“on PErUMPEr  ¢rss 245  $238  $266  $255  $274  $273  $301

8 2 (1 ) — — 4 2 (1 )

$766 $736 $714 $799 $764 $821 $820 $902

Revenue

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. Total revenues
increased $4 million due to increases in our U.S. Car Rental, Worldwide Equipment Rental and All Other Operations
segments, partially offset by a $26 million decline in revenues in our International Car Rental segment. U.S. Car
Rental segment Transaction Days were up 2%, driven by an increase in contracted booking due to a large new account
win which began to generate revenue in the third quarter of 2014, while Total RPD was down due to the relatively
higher amount of off airport business. The increase in Worldwide Equipment Rental segment revenue was due to
higher pricing and volume. Oil and gas revenues represented approximately 25% of our equipment rental revenue in
North America, of that, approximately 15% was generated from upstream exploration and production activities, where
major oil producers are beginning to reduce spending. Revenue increases in the All Other Operations segment were
driven by strong lease revenue and new account wins. These increases were more than offset by a decrease in the
International Car Rental segment due to the $37 million negative impact of foreign currency when compared with the
2013 fourth quarter. Excluding currency effects, International Car Rental segment revenues were up 2% due to the
incremental growth in the value segment as we continue to expand our value brands.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. Total revenues
increased $46 million, or 1%, due mainly to increases in our International Car Rental and Worldwide Equipment
Rental segments as well as an increase in revenues generated by Donlen. Higher revenues in our International Car
Rental segment was largely driven by strong performance in Europe, which represented about 74% of revenues for the
segment, due to the expansion of our value brands, and an increase in airport revenue in the Asia Pacific market.
Increases in our Worldwide Equipment Rental segment and Donlen were the result of increased volume. Total U.S.
Car Rental segment revenue was in line with the 2013 third quarter as a substantial increase in contracted bookings
due to a large new account win was offset by our decision to strategically reduce our consumer bookings from opaque
travel web sites.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. Total revenues increased
$122 million, or 5%, due to increases in revenues of all four segments. Higher revenues in our U.S. Car Rental
segment were attributable to more transaction days driven by 14% growth in the off airport market. Total RPD growth
was tempered by the higher percentage of off airport rentals driven by an increase in the number of replacement
renters during the period. In our International Car Rental segment, Europe’s revenue grew 5% as compared to the
prior-year period, excluding currency, primarily driven by the expansion of our value brands. Also, we experienced
strong revenue growth in the Asia Pacific market. Although revenues increased in our Worldwide Equipment Rental
segment, unfavorable mix comparisons in certain industrial verticals caused a slowdown in revenue growth. Revenue
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increases in the All Other Operations segment are due to Donlen leasing operations which experienced increased
volume.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. Total revenues increased
$99 million, or 4%, due to a $73 million increase in our U.S. Car Rental segment revenues coupled with modest
increases in the revenues of our remaining segments. The increase in U.S. Car Rental was driven by a 17% increase in
off airport transaction days due to our off airport expansion. International Car Rental segment revenues increased
approximately 2% over the same period last year driven by Europe’s top line improvement as we opened 12 new off
airport locations, generated incremental Firefly revenue, launched our Dream Car collection in five countries and had
increased ancillary sales. Worldwide Equipment Rental segment revenues increased approximately 1% over the same
period last year primarily driven by increases in volume and pricing in our North America locations. Our Donlen
leasing operation’s revenue results benefited from strong lease revenue and new account wins.

Direct Operating Expenses

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. Increases in
direct operating expenses of $126 million, or 9%, were primarily comprised of increases in our U.S. Car Rental and
World Wide Equipment Rental segments of $94 million and $18 million, respectively.

For the U.S. Car Rental segment, increases were attributable to higher maintenance and damage expense of $47
million. Higher maintenance and damage costs were driven by the age of our fleet, the level of recall activity, the
increase in our off airport business mix and the incremental expense associated with preparing more than 80,000
vehicles for sale or return to the manufacturer as part of our fleet refresh. Liability and third
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party property damage expense ("PLPD") increased $9 million due to the off airport growth and adjustments for
experience rates. Personnel related expenses increased $13 million, or 5%, from 2013, primarily driven by an increase
in maintenance personnel to support an initiative to decrease down time of the aged fleet and increased recalls. In
addition, annual merit and labor contract pay increases were a component of the overall personnel related expense
increase. Other direct operating expenses increased $28 million, or 7%, from 2013 and is primarily comprised of
increases in reservations expense due to the growth in the number of off airport locations, restructuring costs
associated with our business transformation initiative and customer service expenses which are partially attributable to
a change in contract terms with a certain service provider during the year and additional bad debt provision expense
due to an increase in write-off experience rates.

Increases in our Worldwide Equipment Rental segment included additional costs to repair equipment in the fleet to
reduce fleet unavailable for rent ("FUR"), a second half 2014 initiative.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. Increases in
direct operating expenses of $155 million, or 10%, were primarily comprised of increases in our U.S. and
International Car Rental segments of $108 million and $16 million, respectively and an increase of $15 million in our
Worldwide Equipment Rental segment.

For the U.S. Car Rental segment increases were attributable to higher maintenance and damage expenses of $33
million due the average age of the U.S. fleet, the level of recall activity and an increase in the off airport transaction
day mix. Additionally, there was a $54 million increase in other direct operating expenses comprised of field
administration and facilities expenses resulting from the off airport expansion, an increase in restructuring costs of
$21 million due to impairments, business transformation and integration initiatives and higher customer service
expenses due in part to a change in contract terms with a certain service provider during the year.

Direct operating expenses for our International Car Rental segment increased due mainly to a $14 million increase in
other direct operating expenses driven by increased commission expenses and facilities expenses which were
impacted by standard rent increases.

Increases in our Worldwide Equipment Rental segment included additional costs to repair equipment in the fleet to
reduce FUR, a second half 2014 initiative.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. Increases in direct operating
expenses of $177 million, or 12%, were primarily comprised of increases in our U.S. and International Car Rental
segments of $125 million and $47 million, respectively.

For the U.S. Car Rental segment increases were attributable to higher maintenance and damage expenses of $35
million due to the average age of the U.S. fleet, the level of recall activity and an increase in the off airport transaction
day mix. Additionally, direct operating expenses increased $125 million comprised of field administration and
facilities expenses resulting from the off airport expansion, restructuring costs due to business transformation and
integration initiatives and higher customer service expenses due in part to a change in contract terms with a certain
service provider during the year.

. Direct operating expenses for our International Car Rental segment increased due mainly to an $17 million

increase in fleet related costs and a $28 million increase in other direct operating expenses. The fleet increase
was primarily comprised of $10 million of insurance and licensing fees as a result of increased vehicles in our
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fleet as well as a large unfavorable insurance claims experience during 2014. The increase in other direct
operating expenses was comprised of $10 million in restructuring, and $9 million in facilities and commissions
as we increase our off airport footprint.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. Increases in direct
operating expenses of $79 million, or 6%, were primarily comprised of increases in our U.S. and International Car
Rental segments of $60 million and $16 million, respectively.

For the U.S. Car Rental segment increases were attributable to higher maintenance and damage expenses of
$18 million due to the average age of the U.S. fleet and in part to severe weather conditions in parts of the

64

135



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents

HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS (Continued)

country compared with first quarter 2013. Additionally, there was a $23 million increase in field administration and
restructuring costs due in part to the continued integration of Dollar Thrifty.

For the International Car Rental segment, increases were the result of $11 million in incremental charges for PLPD
insurance primarily resulting from an unfavorable insurance claim during the first quarter of 2014. Additionally, there
were increased commission costs due to the shift in business mix, higher bad debt provisions for damage related
receivables and increased toll expenses in Australia with the addition of a new ancillary product.

Depreciation of Revenue Earning Equipment and Lease Charges, net

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. Depreciation of
revenue earning equipment and lease charges, net rose $212 million, or 33%, due mainly to an increase of $196
million in our U.S. Car Rental segment driven by higher per vehicle depreciation rates. Net depreciation per unit per
month for our U.S. Car Rental segment increased 59% to $365 from $229 quarter over quarter. This increase was
primarily due to declining residual values and a reduction in the planned hold period as we implemented our new fleet
strategy. Additionally, fourth quarter 2013 included $8 million of Dollar Thrifty acquisition accounting adjustments to
reduce this expense. Increases in the Worldwide Equipment Rental segment and our Donlen operations were due to
their larger fleets. The increases were slightly offset by declines in the International Car Rental segment driven by
improved residual values, fleet mix and improved purchasing.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. Depreciation of
revenue earning equipment and lease charges, net rose $74 million, or 11%, due mainly to an increase of $72 million
in our U.S. Car Rental segment driven by higher per vehicle depreciation rates. Net depreciation per unit per month
for our U.S. Car Rental segment increased 22% to $265 from $217 quarter over quarter. This increase was primarily
due to declining residual values. Additionally, third quarter 2013 included $17 million of Dollar Thrifty acquisition
accounting adjustments to reduce this expense. Increases in the Worldwide Equipment Rental segment and our
Donlen operations were due to their larger fleets. The increases were slightly offset by declines in the International
Car Rental segment driven by improved residual values, fleet mix and improved purchasing.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. Depreciation of revenue
earning equipment and lease charges, net rose $76 million, or 12%, due mainly to an increase of $68 million in our
U.S. Car Rental segment driven by higher per vehicle depreciation rates. Net depreciation per unit per month for our
U.S. Car Rental segment increased 20% to $259 from $216 quarter over quarter. This increase was primarily due to
declining residual values. Additionally, second quarter 2013 included $25 million of Dollar Thrifty acquisition
accounting adjustments to reduce this expense. Increases in the Worldwide Equipment Rental segment and our
Donlen operations were due to their larger fleets. The increases were slightly offset by declines in the International
Car Rental segment driven by improved residual values, fleet mix and improved purchasing.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. Depreciation of revenue
earning equipment and lease charges, net rose $137 million, or 23%, due mainly to an increase of $139 million in our
U.S. Car Rental segment driven by higher per vehicle depreciation rates. Net depreciation per unit per month for our
U.S. Car Rental segment increased 38% to $288 from $209 quarter over quarter. This increase was primarily due to
declining residual values. Additionally, first quarter 2013 included $30 million of Dollar Thrifty acquisition
accounting adjustments to reduce this expense. Declines in the International Car Rental segment of $11 million driven
by improved residual values, fleet mix and improved purchasing were mostly offset by increases in the Worldwide
Equipment Rental segment and our Donlen operations due to their larger fleets.
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Selling, General & Administrative
Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. SG&A increased

$11 million, or 5%, due mainly to costs associated with the previously disclosed accounting review and restatement
and the anticipated HERC spin-off transaction.
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Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. SG&A
increased $21 million, or 7%, due mainly to a $13 million impairment of our former corporate headquarters, costs
associated with the previously disclosed accounting review and restatement and the anticipated HERC spin-off
transaction.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. SG&A decreased $23
million, or 8%, due to decreases in administrative expenses resulting from lower bonus incentives, a reduction in
accrued litigation and decreases in advertising expenses within our U.S. Car Rental segment.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. SG&A increased by $26
million, or 10%, due to a $25 million increase in administrative expenses comprised of consulting fees, restructuring
charges and strategic initiatives, partially offset by a decline in advertising expenses in our U.S. Car Rental segment.

Interest expense, net

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. Interest expense,
net decreased $7 million, or 4%, due mainly to lower debt outstanding as well as decreases in interest rates associated
with our European Fleet Notes.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. Interest
expense, net decreased $15 million, or 8%, due mainly to lower debt outstanding as well as decreases in interest rates
associated with our European Fleet Notes.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. Interest expense, net
decreased $18 million, or 10%, due mainly to lower debt outstanding as well as decreases in interest rates associated
with our European Fleet Notes.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. Interest expense, net
decreased $19 million, or 11%, due mainly to lower debt outstanding as well as decreases in interest rates associated
with our European Fleet Notes.

Other (income) expense, net

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. Other expense
was $6 million in the fourth quarter 2014 compared with $21 million in the fourth quarter 2013. Other expense in
2014 was primarily comprised of a $14 million charge for service equipment that was deemed to not have a future
useful life, partially offset by our share of earnings from our equity method and joint venture investments. Other
expense in 2013 includes $29 million of debt extinguishment charges.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. We had other
expense of $3 million in the third quarter 2014 compared with other expense of $83 million in the third quarter 2013.
Other expense in 2013 was primarily comprised of $28 million in charges related to the early conversion of a portion
of our Convertible Senior Notes and a $40 million impairment charge related to vehicles subleased to FSNA, the
parent of Simply Wheelz, LLC, the owner and operator of our divested Advantage brand.
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Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. We had other income of $21
million in the second quarter 2014 compared with other income of $2 million in the second quarter 2013. Other
income in the 2014 period was primarily comprised of a $19 million economic loss settlement we received in the
second quarter 2014 related to a class action lawsuit filed against a vehicle manufacturer stemming from recalls of
their vehicles in previous years.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. We had other income of
$3 million in the first quarter 2014 compared with zero in the first quarter 2013.
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Provision for Taxes on Income (Loss)

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. The effective tax
rate for the fourth quarter 2014 was 18% compared with an effective tax rate of 146% in the fourth quarter 2013. The
change is due primarily to a $284 million loss before income taxes in the fourth quarter 2014 as compared to income
before income taxes of $39 million in the fourth quarter 2013, as well as reduced losses in certain non-U.S.
jurisdictions for which tax benefits are not realized, offset by expiration of the favorable Subpart F provision of the
U.S. Federal Tax Law and non-deductible transaction costs related to the anticipated HERC spin-off transaction.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. The effective tax
rate for the third quarter 2014 was 27% compared with 35% in the third quarter 2013. The provision for taxes on
income decreased $56 million due primarily to lower income before income taxes and reduced losses in certain
non-U.S. jurisdictions for which tax benefits are not realized, offset by expiration of the favorable Subpart F provision
of the U.S. Federal Tax Law as well as non-deductible transaction costs related to the anticipated HERC spin-off
transaction.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. The effective tax rate for the
second quarter 2014 was 40% compared with 42% in the second quarter 2013. The provision for taxes on income
decreased $32 million due primarily to lower income before income taxes, losses in certain non-U.S. jurisdictions for
which tax benefits are not realized, expiration of the favorable Subpart F provision of the U.S. Federal Tax Law and
non-deductible transaction costs related to the anticipated HERC spin-off transaction.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. The effective tax rate for
the first quarter 2014 was (11)% compared with 90% in the first quarter 2013. The provision for taxes on income
decreased $46 million due primarily to loss before income taxes in the first quarter 2014 as compared to income
before income taxes in 2013 as well as losses in certain non-U.S. jurisdictions for which tax benefits are not realized,
expiration of the favorable Subpart F provision of the U.S. Federal Tax Law and non-deductible transaction costs
related to the anticipated HERC spin-off transaction.

Adjusted pre-tax income (loss)

Three Months Ended December 31, 2014 Compared with Three Months Ended December 31, 2013. We had adjusted
pre-tax loss of $161 million in the fourth quarter 2014 as compared to adjusted pre-tax income of $157 million in the
fourth quarter 2013.

Three Months Ended September 30, 2014 Compared with Three Months Ended September 30, 2013. Adjusted pre-tax
income decreased $185 million, or 36% from the prior year.

Three Months Ended June 30, 2014 Compared with Three Months Ended June 30, 2013. Adjusted pre-tax income
decreased $80 million, or 27% from the prior year.

Three Months Ended March 31, 2014 Compared with Three Months Ended March 31, 2013. Adjusted pre-tax income
decreased $112 million, or 82% from the prior year.

LIQUIDITY AND CAPITAL RESOURCES
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Our U.S. and international operations are funded by cash provided by operating activities and by extensive financing
arrangements maintained by us in the U.S. and internationally.

As of December 31, 2014, $226 million of our $490 million cash and cash equivalents and $59 million of our $571

million restricted cash was held by our subsidiaries outside of the United States and Canada. Generally, our intent is to
use cash held in these foreign subsidiaries to fund our local operations or acquisitions by those local subsidiaries.

Cash Flows

As of December 31, 2014, we had cash and cash equivalents of $490 million, an increase of $79 million from $411
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million as of December 31, 2013. The following table summarizes the net change in cash and cash equivalents for the
periods shown on a restated basis:

Years Ended December 31,

(In millions) 2014 (2213 2012 2014 vs. 2013 2013 vs. 2012
Restated) As Restated) $ Change $ Change

Cash provided by (used in):
Operating activities $3,452 $3,593 $2,713 $(141 ) $880
Investing activities (3,183 ) (3,850 ) (4,721 ) 667 871
Financing activities (159 ) 127 1,624 (286 ) (1,497 )
Effect of exchange rate changes (31 ) — 6 (31 ) (6 )
Net change in cash and cash equivalents $79 $(130 ) $(378 ) $209 $248

During the year ended December 31, 2014, we generated $141 million less cash from operating activities compared
with the same period in 2013. The decrease was primarily a result of a decrease in earnings before interest,
depreciation and amortization as well as due to the timing of payments for inventories, prepaid expenses and other
assets, offset by the timing of our cash receipts related to receivables.

Our primary use of cash in investing activities is for the acquisition of revenue earning equipment, which consists of
cars and equipment, see "Capital Expenditures" below. During the year ended December 31, 2014, we used $667
million less cash for investing activities compared with the same period in 2013. The decrease in the use of funds was
primarily due to a $183 million decrease in cash spent on an equity method investment (as our strategic investment in
CAR, Inc. occurred during 2013), as well as changes in our restricted cash balances. As of December 31, 2014 and
2013, we had $571 million and $861 million, respectively, of restricted cash and cash equivalents to be used for the
purchase of revenue earning vehicles and other specified uses under our fleet financing facilities, our Like Kind
Exchange Program, or "LKE Program," and to satisfy certain of our self-insurance regulatory reserve requirements.
The decrease in restricted cash and cash equivalents of $290 million from December 31, 2013 to December 31, 2014,
is primarily due to a decline in the amount of restricted cash that was held in certain LKE accounts awaiting
disbursement for future vehicle purchases.

During the year ended December 31, 2014, we used $286 million more cash for financing activities compared with the
same period in 2013. The increase was due to the receipt of proceeds from the issuance of variable fleet funding in
2013 and no such proceeds in 2014, as well as increased payments on long term debt during 2014. These changes
were partially offset as cash was used in 2013 to purchase treasury shares and no such purchases of treasury shares
were made in 2014. In addition, the net activity in the revolving lines of credit and short term borrowings resulted in
less use of cash in 2014 as compared with 2013.

Financing

Our primary liquidity needs include servicing of corporate and fleet related debt, the payment of operating expenses
and capital projects (including the construction of our new worldwide corporate headquarters in Estero, Florida) and
purchases of rental vehicles and equipment to be used in our operations. Our primary sources of funding are operating
cash flows, cash received on the disposal of vehicles and equipment, borrowings under our asset-backed
securitizations and our asset-based revolving credit facilities and access to the credit markets.
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As of December 31, 2014, we had $15,993 million of total indebtedness outstanding. Cash paid for interest during the
year ended December 31, 2014 was $562 million, net of amounts capitalized. Accordingly, we are highly leveraged
and a substantial portion of our liquidity needs arise from debt service on our indebtedness and from the funding of
our costs of operations, capital expenditures and acquisitions. For further information on our indebtedness, see Note 6,
"Debt," to the Notes to our consolidated financial statements included in this Annual Report under the caption Item 8§,
"Financial Statements and Supplementary Data."

Our liquidity as of December 31, 2014 consisted of cash and cash equivalents, unused commitments under our Senior
ABL Facility and unused commitments under our fleet debt, see "Borrowing Capacity and Availability" below.
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See Note 20, "Subsequent Events" for additional information related to our liquidity and financing.
Maturities
The nominal amounts of maturities of debt for each of the twelve-month periods ending December 31 are as follows:

(In millions) 2015 2016 2017 2018 2019 After 2019
Corporate Debt $32 $62 $346 $2,981 $1,258 $1,749
Fleet Debt 1,907 5,535 880 731 516 —

Total $1,939 $5,597 $1,226 $3,712 $1,774 $1,749

We believe that cash generated from operations and cash received on the disposal of vehicles and equipment, together
with amounts available under various committed liquidity facilities, will be adequate to permit us to meet our debt
maturities over the next twelve months.

Borrowing Capacity and Availability

Our borrowing capacity and availability comes from our "revolving credit facilities,” which are a combination of
asset-backed securitization facilities and asset-based revolving credit facilities. Creditors under each of our revolving
credit facilities have a claim on a specific pool of assets as collateral. Our ability to borrow under each revolving
credit facility is a function of, among other things, the value of the assets in the relevant collateral pool. We refer to
the amount of debt we can borrow given a certain pool of assets as the borrowing base.

We refer to "Remaining Capacity" as the maximum principal amount of debt permitted to be outstanding under the
respective facility (i.e., the amount of debt we could borrow assuming we possessed sufficient assets as collateral) less
the principal amount of debt then-outstanding under such facility. We refer to "Availability Under Borrowing Base
Limitation" as the lower of Remaining Capacity or the borrowing base less the principal amount of debt
then-outstanding under such facility (i.e., the amount of debt we could borrow given the collateral we possess at such
time).

As of December 31, 2014, the following facilities were available to us:

.. Availability Under
s Remaining .
(In millions) Capacity Borrowing Base
Limitation
Corporate Debt
Senior ABL Facility $1,142 $ 1,019
Total Corporate Debt 1,142 1,019
Fleet Debt
HVF II U.S. Fleet Variable Funding Notes 481 —
HFLF Variable Funding Notes 153 —
U.S. Fleet Financing Facility 26 19
European Securitization 214
Hertz-Sponsored Canadian Securitization 58
Dollar Thrifty-Sponsored Canadian Securitization 89 —
Australian Securitization 92 —
Capitalized Leases 42 3
Total Fleet Debt 1,155 24
Total $2,297 $ 1,043
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As of December 31, 2014, the Senior ABL Facility had $1,030 million available under the letter of credit facility
sublimit, subject to borrowing base restrictions.

Letters of Credit

69

145



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents

HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS (Continued)

As of December 31, 2014, there were outstanding standby letters of credit totaling $629 million. Of this amount, $613
million was issued under the Senior Credit Facilities. As of December 31, 2014, none of these letters of credit have
been drawn upon.

Financing Risks

A significant number of cars that we purchase are subject to repurchase by car manufacturers under contractual
repurchase or guaranteed depreciation programs. Under these programs, car manufacturers agree to repurchase cars at
a specified price or guarantee the depreciation rate on the cars during a specified time period, typically subject to
certain car condition and mileage requirements. We use values derived from this specified price or guaranteed
depreciation rate to calculate financing capacity under certain asset-backed and asset-based financing arrangements.

In the event of a bankruptcy of a car manufacturer, our liquidity could be impacted by several factors including
reductions in fleet residual values and the risk that we would be unable to collect outstanding receivables due to us
from such bankrupt manufacturer. In addition, the program cars manufactured by any such company would need to be
removed from our financing facilities or re-designated as non-program vehicles, which would require us to furnish
additional credit enhancement associated with these program vehicles. For a discussion of the risks associated with a
manufacturer's bankruptcy or our reliance on asset-backed and asset-based financing, see Item 1A, "Risk Factors"
included in this Annual Report.

We rely significantly on asset-backed and asset-based financing arrangements to purchase cars for our U.S. and
international car rental fleet. The amount of financing available to us pursuant to these programs depends on a number
of factors, many of which are outside our control, including recently adopted legislation, proposed and recently
adopted SEC (and other federal agency) rules and regulations and other legislative and administrative developments.
In this regard, there has been uncertainty regarding the potential impact of recently adopted SEC rules and regulations
governing the issuance of asset-backed securities and additional requirements contained in the Dodd-Frank Wall
Street Reform and Consumer Protection Act and the Basel Il regulatory capital rules, a global regulatory standard on
bank capital adequacy, stress testing and market liquidity risk. While we will continue to monitor these developments
and their impact on our ABS program, such rules and regulations may impact our ability and/or desire to engage in
asset-backed financings in the future. For further information concerning our asset-backed financing programs and our
indebtedness, see Note 6, "Debt," to the Notes to our consolidated financial statements included in this Annual Report
under the caption Item 8, "Financial Statements and Supplementary Data." For a discussion of the risks associated
with our reliance on asset-backed and asset-based financing and the significant amount of indebtedness, see Item 1A,
"Risk Factors" in this Annual Report.

Covenants

We refer to Hertz and its subsidiaries as the Hertz credit group. The indentures for the Senior Notes contain covenants
that, among other things, limit or restrict the ability of the Hertz credit group to incur additional indebtedness, incur
guarantee obligations, prepay certain indebtedness, make certain restricted payments (including paying dividends,
redeeming stock or making other distributions to parent entities of Hertz and other persons outside of the Hertz credit
group), make investments, create liens, transfer or sell assets, merge or consolidate, and enter into certain transactions
with Hertz's affiliates that are not members of the Hertz credit group.
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Certain of our other debt instruments and credit facilities contain a number of covenants that, among other things,
limit or restrict the ability of the borrowers and the guarantors to dispose of assets, incur additional indebtedness, incur
guarantee obligations, prepay certain indebtedness, make certain restricted payments (including paying dividends,
redeeming stock or making other distributions), create liens, make investments, make acquisitions, engage in mergers,
fundamentally change the nature of their business, make capital expenditures, or engage in certain transactions with
certain affiliates.

Under the terms of our Senior Term Facility and Senior ABL Facility, we are not subject to ongoing financial
maintenance covenants; however, under the Senior ABL Facility, failure to maintain certain levels of liquidity will
subject the Hertz credit group to a contractually specified fixed charge coverage ratio of not less than 1:1 for the four
quarters most recently ended. As of December 31, 2014, we were not subject to the fixed charge coverage ratio test.
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Additionally, the documentation of various of our (and/or our special purpose subsidiaries’) financing facilities
requires us to file certain quarterly and annual reports and certain of our subsidiaries to file statutory financial
statements within certain time periods.

For more information regarding our covenants, see Note 6, "Debt," to the Notes to our consolidated financial
statements included in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Waivers

In January 2014, we discovered that a requirement under the HVF II Series 2013-B Notes was unknowingly not met,
resulting in the occurrence of an amortization event under the HVF II Series 2013-B Notes that also triggered
amortization events under certain other series of our outstanding U.S. rental car variable funding notes. As a result of
the amortization event, our ability to borrow under these notes was temporarily restricted at December 31, 2013. In
January 2014, we provided the required notices and obtained waivers from 100% of the noteholders required to waive
and cure the related amortization events.

Due to our accounting restatement, investigation and remediation activities, we failed to file certain quarterly and
annual reports and certain of our subsidiaries failed to file statutory financial statements within certain time periods set
forth in the documentation of various of our (and/or our special purpose subsidiaries') financing facilities which
resulted in the occurrence of various potential and/or actual defaults and potential amortization events under certain of
such financing facilities.

In May 2014, we and/or certain of our subsidiaries obtained waivers effective through June 15, 2014 from the
requisite lenders or noteholders under the Senior ABL Facility, HVF Il U.S. Fleet Variable Funding Notes, European
Revolving Credit Facility, European Securitization, Hertz-Sponsored Canadian Securitization, Dollar
Thrifty-Sponsored Canadian Securitization, U.K. Leveraged Financing, and its U.S. Fleet Financing Facility to waive
the aforementioned events, as well as similar events that could arise from any restatement of annual and quarterly
financial statements previously delivered by us and/or certain of our subsidiaries under such facilities, and provided
the required notices to the various lenders or noteholders. In June 2014 and September 2014, we and/or certain of our
subsidiaries obtained waivers, or extensions of waivers, effective through November 14, 2014. In connection with the
refinancings consummated on October 31, 2014, we and/or certain of our subsidiaries obtained waivers, or extensions
of waivers, under such facilities, as well as the Australian Securitization and various counterparties in respect of
derivative transactions, in each case, through June 30, 2015.

In July 2014, we and/or certain of our subsidiaries obtained waivers from the requisite lenders of the HVF U.S. Fleet
Medium Term Notes and RCFC U.S. Fleet Medium Term Notes to waive the aforementioned events, as well as
similar events that could arise from any restatement of annual and quarterly financial statements previously delivered
by us and/or certain of our subsidiaries under such facilities, and provided the required notices to the various lenders
or noteholders. The waiver relating our failure to furnish certain financial statements within certain time periods was
effective through December 30, 2014. Our ability to remove cash from these ABS financing facilities was temporarily
restricted during the period from May 2014 until mid July 2014 when we obtained such waivers. In December 2014,
we obtained an extension of the waiver from the requisite lenders or noteholders of the HVF U.S. Fleet Medium Term
Notes relating to our failure to furnish certain financial statements within certain time periods, effective through
August 31, 2015, provided that after June 30, 2015 the waiver will terminate if our failure to furnish such financial
statements results in (i) HVF II being prohibited from drawing funds under its HVF II U.S. Fleet Variable Funding
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Notes, or (ii) Hertz being prohibited from drawing funds the Senior ABL Facility, in each case after giving effect to
all amendments and waivers in effect as of such date. The waiver obtained in connection with the RCFC U.S. Fleet
Medium Term Notes expired on December 30, 2014 and thus our ability to remove cash from such financing facility
was restricted as of December 31, 2014. See Note 20, "Subsequent Events" for details on the full repayment of the
RCFC U.S. Fleet Medium Term Notes.

In December 2014, we entered into an Amendment and Waiver (the “Amendment and Waiver”) relating to the Senior
Term Facility. The waiver set forth in the Amendment and Waiver defers our requirement to furnish certain financial
statements within certain time periods set forth in the documentation of the Senior Term Facility, as well as waives
defaults arising directly or indirectly from (1) the delay in providing such financial statements and (2) the restatement
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of our 2011, 2012 and 2013 financial statements. The waiver is effective with respect to the non-delivery of the
subject financial statements through December 31, 2015, provided that after June 30, 2015 such waiver will terminate
if our failure to furnish such financial statements results in us being prohibited from drawing funds under the Senior
ABL Facility, after giving effect to all amendments and waivers with respect to the Senior ABL Facility in effect as of
such date.

The Amendment and Waiver increases the interest rates payable on the term loans and credit linked deposits during
the period from December 15, 2014 through but excluding the date on which we have furnished all financial
statements then due to be delivered under the terms of the Senior Term Facility. During such period, (A) the Tranche
B Term Loans and the Tranche B-1 Term Loans will bear interest at a floating rate measured by reference to, at our
option, either (i) an adjusted LIBOR not less than 1.00% plus a borrowing margin of 3.00% per annum or (ii) an
alternate base rate plus a borrowing margin of 2.00% per annum, and (B) the Tranche B-2 Term Loans will bear
interest at a floating rate measured by reference to, at our option, either (i) an adjusted LIBOR not less than 0.75%
plus a borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per
annum. From and after the date on which we have furnished all financial statements then due to be delivered under the
terms of the Senior Term Facility, (A) the Tranche B Term Loans and the Tranche B-1 Term Loans will bear interest
at a floating rate measured by reference to, at our option, either (i) an adjusted LIBOR not less than 1.00% plus a
borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per annum, and
(B) the Tranche B-2 Term Loans will bear interest at a floating rate measured by reference to, at our option, either (i)
an adjusted LIBOR not less than 0.75% plus a borrowing margin of 2.25% per annum or (ii) an alternate base rate plus
a borrowing margin of 1.25% per annum.

For so long as the waivers remain effective, any potential and/or actual defaults and potential amortization events
ceased to exist and were deemed to have been cured for all purposes of the related transaction documents.

See Note 6, "Debt" and Note 20, "Subsequent Events" for additional information related to our waivers.
Special Purpose Entities

Substantially all of our revenue earning equipment and certain related assets are owned by special purpose entities, or
are encumbered in favor of our lenders under our various credit facilities, other secured financings and asset-backed
securities programs. None of such assets (including the assets owned by each of Hertz Vehicle Financing II LP, HVF
IT GP Corp., Hertz Vehicle Financing LL.C, Rental Car Finance Corp., DNRS II LLC, Hertz Fleet Lease Funding LP,
Donlen Trust and various international subsidiaries that facilitate our international securitizations) are available to
satisfy the claims of our general creditors. For more information, refer to Note 6, "Debt," to the Notes to our
consolidated financial statements included in the Annual Report under the caption Item 8, "Financial Statements and
Supplementary Data."

Some of these special purpose entities are consolidated variable interest entities, of which Hertz is the primary
beneficiary, whose sole purpose is to provide commitments to lend in various currencies subject to borrowing bases
comprised of rental vehicles and related assets of certain of Hertz International, Ltd.'s subsidiaries. As of December
31, 2014 and 2013, our International Fleet Financing No. 1 B.V., International Fleet Financing No. 2 B.V. and HA
Funding Pty, Ltd. variable interest entities had total assets of $427 million and $461 million, respectively, primarily
comprised of loans receivable and revenue earning equipment, and total liabilities of $426 million and $460 million,
respectively, primarily comprised of debt.
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Guarantees
Hertz's obligations under the indentures for the Senior Notes are guaranteed by each of its direct and indirect U.S.

subsidiaries that is a guarantor under the Senior Term Facility. The guarantees of all of the subsidiary guarantors may
be released to the extent such subsidiaries no longer guarantee our Senior Credit Facilities in the United States.
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Capital Expenditures
The table below sets forth the revenue earning equipment and capital asset expenditures, non-fleet, and related

disposal proceeds for the periods shown:
Cash inflow (cash

Revenue Earning Equipment Capital Assets, Non-Fleet
outflow)
(in millions) Capital Disposal Net Capital Capital Disposal Net Capital
Expenditures  Proceeds Expenditures  Expenditures  Proceeds Expenditures
2014
First Quarter $(2,582 ) $1,859 $(723 ) $(75 ) $25 $(50 )
Second Quarter (3,414 ) 1,858 (1,556 ) (76 ) 20 (56 )
Third Quarter (2,446 ) 1,599 (847 ) (81 ) 36 45 )
Fourth Quarter (2,847 ) 2,893 46 (142 ) 12 (130 )
Total Year $(11,289 ) $8,209 $(3,080 ) $(374 ) $93 $(281 )
2013 (As Restated)
First Quarter $(3,254 ) $2,236 $(1,018 ) $(78 ) $24 $(54 )
Second Quarter (3,558 ) 1,502 (2,056 ) (88 ) 21 (67 )
Third Quarter (2,506 ) 1,923 (583 ) (85 ) 21 (64 )
Fourth Quarter 971 ) 1,595 624 (76 ) 15 (61 )
Total Year $(10,289 ) $7,256 $(3,033 ) $(327 ) $81 $(246 )
2012 (As Restated)
First Quarter $(2,643 ) $2,009 $(634 ) $(74 ) $49 $(25 )
Second Quarter (3,051 ) 1,599 (1,452 ) (63 ) 10 (53 )
Third Quarter (1,990 ) 1,231 (759 ) (85 ) 30 (55 )
Fourth Quarter (1,927 ) 2,284 357 (76 ) 36 40 )
Total Year $09,611 ) $7,123 $(2,488 ) $(298 ) $125 $(173 )

The table below sets forth net capital expenditures for revenue earning equipment by segment for the periods shown:
Cash inflow (cash

Years Ended December 31, 2014 vs. 2013 2013 vs. 2012

outflow)
N 2013 2012

(in millions) 2014 (As Restated) (As Restated) $ Change % Change $ Change % Change
U.S. car rental $(1,458 ) $(1,695 ) $(891 ) $237 (14 Y% $(804 ) 90 %
International car rental (593 ) (351 ) (504 ) (242 ) 69 153 (30 )
Worldwide equipment 433y (534 ) (586 ) 101 19 ) 52 © )
rental
All other operations
segment (596 ) (453 ) (507 ) (143 ) 32 54 (11 )
Total $(3,080 ) $(3,033 ) $(2,488 ) $47 ) 2 $(545 ) 22

Year ended December 31, 2014 compared with year ended December 31, 2013

In 2013, we extended the holding periods of our fleet which reduced the net expenditures on revenue earning
equipment in our U.S. Car Rental segment in the year ended December 31, 2014. The increases to net revenue earning
equipment expenditures in our International Car Rental segment and our All Other Operations segment were a result
of increased volumes as well as timing of purchases and related payments. We purchased significant levels of revenue
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earning equipment for HERC in the fourth quarter 2013 which resulted in fewer purchases in 2014.

Year ended December 31, 2013 compared with year ended December 31, 2012

The increase in U.S. Car Rental segment net expenditures on revenue earning equipment was primarily due to the
impact of the acquisition of Dollar Thrifty, increased volumes and timing of purchases and payments, partly offset by
the impact of the divestiture of Advantage. The decrease in our net expenditures for revenue earning equipment in our
International Car Rental segment was primarily due to the timing of purchases and higher disposal proceeds in
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2013. The decreases in net expenditures on revenue earning equipment in our remaining segments were primarily due
to the timing of purchases.

The table below sets forth capital asset expenditures, non-fleet, net of disposal proceeds, by segment for the periods
shown:

Cash inflow (cash Years Ended December 31, 2014 vs. 2013 2013 vs. 2012
outflow)

L 2013 2012
(in millions) 2014 (As Restated) (As Restated) $ Change % Change $ Change % Change
U.S. car rental $(187 ) $(162 ) $(107 ) $(25 ) 15 % $(55 ) 51 %
International car rental 41 ) (38 ) (28 ) (3 ) 8 % (10 ) 36 %
Xi’tgldw‘de equipment a1y (19 ) (12 NG ) 47 % (7 ) 58 %
All other operations (5 ) 3 ) 4 ) (2 ) 67 % 1 (25 )%
Corporate (20 ) (24 ) (22 ) 4 (17 Y% (2 ) 9 %
Total $(281 ) $(246 ) $(173 ) $@35 ) 14 % $(73 ) 42 %

Relocation of Headquarters

Our relocation of our corporate headquarters to Estero, Florida is ongoing and we expect to complete the relocation in
late 2015. As of December 31, 2014, we have incurred approximately $74 million in expenditures directly related to
the relocation of our headquarters. We anticipate that our future expenditures related to the move including employee
relocation, severance and associated costs will be in the range of $8 million to $12 million.

In the first quarter of 2014, we re-evaluated our plan to lease our new headquarters building in Estero, Florida and
have since decided to fund the construction costs ourselves, although most of the cost will be offset by state tax
incentives over a period of 20 years. As of December 31, 2014, we have expended approximately $33 million in
capital expenditures related to the construction of our new headquarters. We anticipate our future capital expenditures
to be in the range of $70 million to $80 million.

Share Repurchase Program

In March 2014, we announced that the Board approved a $1 billion share repurchase program. No shares have been
purchased under this repurchase program. The program replaced the $300 million share repurchase program that we
announced in 2013, under which we repurchased approximately $87.5 million in shares.

CONTRACTUAL OBLIGATIONS

The following table details the contractual cash obligations for debt and related interest payable, operating leases and

concession agreements, commitments to purchase vehicles, tax liability for uncertain tax positions and related interest
and other purchase obligations as of December 31, 2014:

Payments Due by Period
(in millions) Total 2015 2016 to 2017 2018 to 2019 After 2019
Corporate Debt® $6,428 $32 $408 $4,239 $1,749
Fleet Debt(@ 9,569 1,907 6,415 1,247 —
Interest on debt® 2,041 534 895 432 180
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Operating leases and concession
agreements(©)

Commitments to purchase vehicles@
Purchase obligations and other(®)
Total

74

2,736

6,275
864
$27,913

603

6,275
272
$9,623

810

300
$8,828

467

209
$6,594

856

83
$2,868
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Amounts represent nominal value of debt obligations. See Note 6, "Debt," to the Notes to our consolidated
(a)financial statements included in this Annual Report under the caption Item 8, "Financial Statements and
Supplementary Data.”

Amounts represent the estimated commitment fees and interest payments based on the principal amounts,
minimum non-cancelable maturity dates and applicable interest rates on the debt at December 31, 2014.

Includes obligations under various concession agreements, which provide for payment of rents and a percentage of
revenue with a guaranteed minimum, and lease agreements for real estate, revenue earning equipment and office
(c)and computer equipment. Such obligations are reflected to the extent of their minimum non-cancelable terms. See
Note 11, "Lease and Concession Agreements," to the Notes to our consolidated financial statements included in
this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data.”

As of December 31, 2014, this represents fleet purchases where contracts have been signed or are pending with
committed orders under the terms of such arrangements.

Purchase obligations and other represent agreements to purchase goods or services that are legally binding on us
and that specify all significant terms, including fixed or minimum quantities; fixed, minimum or variable price
provisions; and the approximate timing of the transaction, as well as liabilities for uncertain tax positions and other
liabilities, and excludes any obligations to employees. Only the minimum non-cancelable portion of purchase
agreements and related cancellation penalties are included as obligations. In the case of contracts that state
minimum quantities of goods or services, amounts reflect only the stipulated minimums; all other contracts reflect
estimated amounts. Of the total purchase obligations $15 million and $3 million, respectively, represent our tax
liability for uncertain tax positions and related net accrued interest and penalties.

The table excludes our pension and other postretirement benefit obligations.

(b)

(d)

(e)

OFF BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As of December 31, 2014 and 2013, the following guarantees (including indemnification commitments) were issued
and outstanding:

Indemnification Obligations

In the ordinary course of business, we execute contracts involving indemnification obligations customary in the
relevant industry and indemnifications specific to a transaction such as the sale of a business. These indemnification
obligations might include claims relating to the following: environmental matters; intellectual property rights;
governmental regulations and employment-related matters; customer, supplier and other commercial contractual
relationships; and financial matters. Performance under these indemnification obligations would generally be triggered
by a breach of terms of the contract or by a third party claim. We regularly evaluate the probability of having to incur
costs associated with these indemnification obligations and have accrued for expected losses that are probable and
estimable. The types of indemnification obligations for which payments are possible include the following:

Sponsors; Directors

Hertz has entered into customary indemnification agreements with Hertz Holdings, the Sponsors and our stockholders
affiliated with the Sponsors, pursuant to which Hertz Holdings and Hertz will indemnify the Sponsors, our
stockholders affiliated with the Sponsors and their respective affiliates, directors, officers, partners, members,
employees, agents, representatives and controlling persons, against certain liabilities arising out of performance of a
consulting agreement with Hertz Holdings and each of the Sponsors and certain other claims and liabilities, including
liabilities arising out of financing arrangements or securities offerings. We also entered into indemnification

156



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

agreements with each of our directors and certain of our officers. We do not believe that these indemnifications are
reasonably likely to have a material impact on us.

Environmental

We have indemnified various parties for the costs associated with remediating numerous hazardous substance storage,
recycling or disposal sites in many states and, in some instances, for natural resource damages. The amount of any
such expenses or related natural resource damages for which we may be held responsible could be substantial. The
probable expenses that we expect to incur for such matters have been accrued, and those expenses are reflected in our
consolidated financial statements. As of December 31, 2014 and 2013, the aggregate amounts accrued for
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environmental liabilities including liability for environmental indemnities, reflected in our consolidated balance sheets
in "Accrued liabilities" were $2 million and $2 million, respectively. The accrual generally represents the estimated
cost to study potential environmental issues at sites deemed to require investigation or clean-up activities, and the
estimated cost to implement remediation actions, including on-going maintenance, as required. Cost estimates are
developed by site. Initial cost estimates are based on historical experience at similar sites and are refined over time on
the basis of in-depth studies of the sites. For many sites, the remediation costs and other damages for which we
ultimately may be responsible cannot be reasonably estimated because of uncertainties with respect to factors such as
our connection to the site, the materials there, the involvement of other potentially responsible parties, the application
of laws and other standards or regulations, site conditions, and the nature and scope of investigations, studies, and
remediation to be undertaken (including the technologies to be required and the extent, duration, and success of
remediation).

EMPLOYEE RETIREMENT BENEFITS
Pension

We sponsor defined benefit pension plans worldwide. Pension obligations give rise to significant expenses that are
dependent on assumptions discussed in Note 7, "Employee Retirement Benefits," to the Notes to our consolidated
financial statements included in this Annual Report under the caption Item 8, "Financial Statements and
Supplementary Data." Effective December 31, 2014, we amended the Hertz Retirement Plan to permanently
discontinue future benefit accruals and participation under the plan for non-union employees. We anticipate that,
while compensation credits will no longer be provided under the Hertz Retirement Plan after 2014 for affected
participants, interest credits will continue to be credited on existing participant account balances under the plan until
benefits are distributed and service will continue to be recognized for vesting and retirement eligibility requirements.
In connection with the freezing of the Hertz Retirement Plan, we plan to increase employer contributions under our
qualified 401(k) savings plan (the “401(k) Plan”).

In 2014, the Company changed its method of calculating the market-related value of pension assets for purposes of
determining the expected return on plan assets and accounting for asset gains and losses. The new method uses fair
value instead of the calculated market-related value that has been used historically. This change in accounting
principle was applied retrospectively to December 2005 when the Company was sold by Ford Motor Company to a
consortium of private equity investors. In connection with the change in accounting principle, the Company
determined that the calculated market-related value was not properly valued subsequent to the 2005 acquisition
accounting and therefore a portion of the cumulative impact on expense due to the change in asset method has been
deemed a correction of an error. The cumulative impact from 2005-2014 is an increase in accumulated other
comprehensive income and a decrease in the accumulated deficit of $27 million, $24 million of which has been
deemed to be due to the change in accounting principle, and $3 million is attributable to the correction of an error. See
Exhibit 18.1 to this Annual Report on Form 10-K for the preferability letter on this matter from our independent
registered public accounting firm. See Note 7, "Employee Retirement Benefits" to the Notes to our consolidated
financial statements under the caption Item 8, "Financial Statements and Supplementary Data” for more details on the
impact of the change in accounting principle on the Company's financial statements.

Effective as of December 31, 2014, we permanently discontinued future benefit accruals and participation under the
BEP and the SERP II. Service will continue to be recognized for vesting and retirement eligibility requirements under
the BEP and SERP II.

Our 2014 worldwide pre-tax pension expense is $16 million, which represents a decrease of $9 million from 2013. In
general, pension expense decreased in 2014 compared to 2013 due to an increase in the discount rates used to
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determine plan benefit obligations and an increase in the long-term expected asset return assumption.

The funded status (i.e., the dollar amount by which the projected benefit obligations exceeded the market value of
pension plan assets) of our U.S. qualified plan, in which most domestic employees participate, improved slightly as of
December 31, 2014, compared with December 31, 2013. This change is partly due to company contributions as well
as plan curtailments. We contributed $35 million to the U.S. qualified plan during 2014. We do not anticipate
contributing to the U.S. qualified pension plan during 2015. For the international plans, we anticipate contributing $3
million during 2015. The level of 2015 and future contributions will vary, and is dependent on a number of factors
including investment returns, interest rate fluctuations, plan demographics, funding regulations and the results of the
final actuarial valuation.
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We participate in several "multiemployer” pension plans. In the event that we withdraw from participation in one of
these plans, then applicable law could require us to make an additional lump-sum contribution to the plan, and we
would have to reflect that as an expense in our consolidated statement of operations and as a liability on our
consolidated balance sheet. Our withdrawal liability for any multiemployer plan would depend on the extent of the
plan's funding of vested benefits. Our multiemployer plans could have significant underfunded liabilities. Such
underfunding may increase in the event other employers become insolvent or withdraw from the applicable plan or
upon the inability or failure of withdrawing employers to pay their withdrawal liability. In addition, such
underfunding may increase as a result of lower than expected returns on pension fund assets or other funding
deficiencies. The occurrence of any of these events could have a material adverse effect on our consolidated financial
position, results of operations or cash flows. For a discussion of the risks associated with our pension plans, see
Item 1A, "Risk Factors” in this Annual Report.

During 2012, Hertz completely withdrew from an existing multi-employer pension plan with the Central States
Pension Fund, or the "Pension Fund," and entered into a new agreement with the Pension Fund. In connection with the
complete withdrawal from the Pension Fund, Hertz was subject to a withdrawal liability of approximately $24 million,
substantially all of which was paid in December 2012.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussion and analysis of financial condition and results of operations are based upon our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United
States of America. The preparation of the consolidated financial statements requires management to make estimates
and judgments that affect the reported amounts in our consolidated financial statements and accompanying notes.

Certain of our accounting policies involve a higher degree of judgment and complexity in their application, and
therefore, represent the critical accounting policies used in the preparation of our financial statements. If different
assumptions or conditions were to prevail, the results could be materially different from our reported results. We
believe the following accounting policies may involve a higher degree of judgment and complexity in their application
and represent the critical accounting policies used in the preparation of our financial statements. If different
assumptions or conditions were to prevail, the results could be materially different from our reported results. For
additional discussion of our critical accounting policies, as well as our significant accounting policies, see Note 3,
"Summary of Critical and Significant Accounting Policies" to the Notes to our consolidated financial statements
included in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Acquisition Accounting

We record acquisitions resulting in the consolidation of an enterprise using the acquisition method of accounting.
Under this method, the acquiring company records the assets acquired, including intangible assets that can be
identified and named, and liabilities assumed based on their estimated fair values at the date of acquisition. The
purchase price in excess of the fair value of the assets acquired and liabilities assumed is recorded as goodwill. If the
assets acquired, net of liabilities assumed, are greater than the purchase price paid then a bargain purchase has
occurred and we will recognize the gain immediately in earnings. Among other sources of relevant information, we
may use independent appraisals and actuarial or other valuations to assist in determining the estimated fair values of
the assets and liabilities. Various assumptions are used in the determination of these estimated fair values including
discount rates, market and volume growth rates, expected royalty rates, EBITDA margins and other prospective
financial information. Transaction costs associated with acquisitions are expensed as incurred.
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Revenue Earning Equipment

Our principal assets are revenue earning equipment, which represented approximately 57% of our total assets as of
December 31, 2014. Revenue earning equipment consists of vehicles utilized in our car rental operations and
equipment utilized in our equipment rental operations. For the year ended December 31, 2014, 53% of the vehicles
purchased for our combined U.S. and International car rental fleets were subject to repurchase by automobile
manufacturers under contractual repurchase and guaranteed depreciation programs, subject to certain manufacturers'
car condition and mileage requirements, at a specific price during a specified time period. These programs limit our
residual risk with respect to vehicles purchased under these programs. For all other vehicles, as well as equipment
acquired by our equipment rental business, we use historical experience, industry residual value guidebooks and the
monitoring

77

161



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents

HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

ITEM MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS (Continued)

of market conditions, to set depreciation rates. Generally, when revenue earning equipment is acquired outside of a car
repurchase program, we estimate the period that we will hold the asset, primarily based on historical measures of the
amount of rental activity (e.g., automobile mileage and equipment usage) and the targeted age of equipment at the
time of disposal. We also estimate the residual value of the applicable revenue earning equipment at the expected time
of disposal. The residual values for rental vehicles are affected by many factors, including make, model and options,
age, physical condition, mileage, sale location, time of the year and channel of disposition (e.g., auction, retail, dealer
direct). The residual value for rental equipment is affected by factors which include equipment age and amount of
usage. Depreciation is recorded over the estimated holding period. Depreciation rates are reviewed on a quarterly basis
based on management's ongoing assessment of present and estimated future market conditions, their effect on residual
values at the time of disposal and the estimated holding periods. Market conditions for used vehicle and equipment
sales can also be affected by external factors such as the economy, natural disasters, fuel prices and incentives offered
by manufacturers of new cars. These key factors are considered when estimating future residual values. Depreciation
rates are adjusted prospectively through the remaining expected life. As a result of this ongoing assessment, we make
periodic adjustments to depreciation rates of revenue earning equipment in response to changing market conditions.
Upon disposal of revenue earning equipment, depreciation expense is adjusted for any difference between the net
proceeds received and the remaining net book value and a corresponding gain or loss is recorded.

Under our car repurchase programs, the manufacturers agree to repurchase cars at a specified price or guarantee the
depreciation rate on the cars during established repurchase or auction periods, subject to, among other things, certain
car condition, mileage and holding period requirements. Guaranteed depreciation programs guarantee on an aggregate
basis the residual value of the cars covered by the programs upon sale according to certain parameters which include
the holding period, mileage and condition of the cars. These repurchase and guaranteed depreciation programs limit
our residual risk with respect to cars purchased under the programs and allow us to determine depreciation expense in
advance, however, typically the acquisition cost is higher for these program cars.

Within Donlen, revenue earning equipment is leased under longer term agreements with our customers. These leases
contain provisions whereby we have a contracted residual value guaranteed to us by the lessee, such that we do not
experience any gains or losses on the disposal of these vehicles.

See Note 9, "Revenue Earning Equipment" to the Notes to our consolidated financial statements included in this
Annual Report under the caption Item 8, "Financial Statements and Supplementary Data."

Public Liability and Property Damage

The obligation for public liability and property damage on self-insured U.S. and international vehicles and equipment
represents an estimate for both reported accident claims not yet paid, and claims incurred but not yet reported. The
related liabilities are recorded on a non-discounted basis. Reserve requirements are based on rental volume and
actuarial evaluations of historical accident claim experience and trends, as well as future projections of ultimate
losses, expenses, premiums and administrative costs. The adequacy of the liability is regularly monitored based on
evolving accident claim history and insurance related state legislation changes. If our estimates change or if actual
results differ from these assumptions, the amount of the recorded liability is adjusted to reflect these results.

Defined Benefit Pension Plans and Other Employee Benefits

We have defined benefit plans that cover various employees. We also participate in multi-employer defined benefit
plans for which Hertz is not the sponsor. Our employee pension costs and obligations are dependent on our
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assumptions used by actuaries in calculating such amounts. These assumptions include discount rates, salary growth,
long-term return on plan assets, retirement rates, mortality rates and other factors. Actual results that differ from our
assumptions are accumulated and amortized over future periods and, therefore, generally affect our recognized
expense in such future periods. While we believe that the assumptions used are appropriate, significant differences in
actual experience or significant changes in assumptions would affect our pension costs and obligations. The various
employee-related actuarial assumptions (e.g., retirement rates, mortality rates and salary growth) used in determining
pension costs and plan liabilities are reviewed periodically by management, assisted by the enrolled actuary, and
updated as warranted. The discount rate used to value the pension liabilities and related expenses and the expected rate
of return on plan assets are the two most significant assumptions impacting pension expense. The discount rate used is
a market based spot rate as of the valuation date. For the expected return on assets assumption, we use a forward
looking rate that
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is based on the expected return for each asset class (including the value added by active investment management),
weighted by the target asset allocation. The past annualized long-term performance of the Plans' assets has generally
been in line with the long-term rate of return assumption.

In October, 2014, we amended The Hertz Corporation Benefit Equalization Plan, or “BEP,” and The Hertz Corporation
Supplemental Executive Retirement Plan, or “SERP II", two non-qualified, unfunded pension plans. Under the
amendments and effective as of December 31, 2014, we have discontinued future benefit accruals as well as new
participation under the BEP and the SERP II. Service will continue to be recognized for vesting and retirement
eligibility requirements under the BEP and SERP II. In addition, we also amended our cash balance pension plan
effective December 31, 2014 to permanently discontinue future benefits accruals and participation for non-union
employees. In connection with the freezing of the pension plan, effective January 1, 2015, we increased employer
contributions under the qualified 401(k) savings plan.

During 2014, we changed our method of accounting for the value of plan assets utilized for purposes of calculating net
periodic pension expense from a market-related value to fair value. Our historical results have been adjusted to reflect
the impact of this change in methodology. The cumulative impact from 2005-2014 is an increase in accumulated other
comprehensive loss and a decrease in the accumulated deficit of $27 million ($17 million, net of tax), $24 million
($15 million, net of tax) of which has been deemed to be due to the change in accounting principle, and $3 million ($2
million, net of tax) is attributable to the correction of an error. The impact of the change in accounting principle was a
$4 million increase to accumulated deficit and a corresponding reduction to accumulated other comprehensive loss as
of January 1, 2012 (net of tax), while the impact of the error correction was a $2 million decrease to accumulated
deficit and increase to accumulated other comprehensive loss as of January 1, 2012 (net of tax). In 2014, based on fair
value (the new method), we recorded net periodic pension expense of $12 million. Had the market-related value been
utilized, we would have recorded net periodic pension expense of $26 million. This change in methodology increases
the impact of market volatility. This risk is mitigated in part by the plan changes discussed below. See Note 7,
"Employee Retirement Benefits" for more details on the impact of the change in accounting principle on our financial
statements.

Effective December 31, 2014, we amended the Hertz Retirement Plan to permanently discontinue future benefit
accruals and participation under the plan for non-union employees. We anticipate that, while compensation credits
will no longer be provided under the Hertz Retirement Plan after 2014 for affected participants, interest credits will
continue to be credited on existing participant account balances under the plan until benefits are distributed and
service will continue to be recognized for vesting and retirement eligibility requirements.

In connection with the freezing of the Hertz Retirement Plan, we plan to increase employer contributions under our
qualified 401(k) savings plan (the “401(k) Plan”). Effective January 1, 2015, eligible participants under the 401(k) Plan
will receive a matching employer contribution to their 401(k) Plan account equal to (i) 100% of the first 3% of
employee contributions made by such participant and (ii) 50% of the next 2% of employee contributions, with the

total amount of such matching employer contribution to be completely vested, subject to applicable limits under the
United States Internal Revenue Code. Certain eligible participants under the 401(k) Plan will also receive additional
employer contribution amounts to their 401(k) Plan account depending on their years of service and age.

Effective January 1, 2014, the Hertz Retirement Plan was amended to provide a maximum annual compensation credit
equal to 5% of eligible compensation paid to all plan members who are hired or rehired before January 1, 2014, unless
as of December 31, 2013 the member has at least 120 months of continuous service, in which case the member
continues with an annual credit of 6.5%. All Hertz employees who are hired on or after January 1, 2014 and Dollar
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Thrifty employees who become plan members on or after January 1, 2014 were eligible for a flat 3% annual
compensation credit, regardless of the member's number of months of continuous service.

See Note 7, "Employee Retirement Benefits" to the Notes to our consolidated financial statements included in this
Annual Report under the caption Item 8, "Financial Statements and Supplementary Data.” For a discussion of the risks
associated with our pension plans, see Item 1A, "Risk Factors” in this Annual Report.
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Recoverability of Goodwill and Intangible Assets

On an annual basis and at interim periods when circumstances require, we test the recoverability of our goodwill and
indefinite-lived intangible assets. Goodwill impairment is deemed to exist if the carrying value of goodwill exceeds its
fair value. Goodwill must be tested at least annually using a two-step process. The first step is to identify any potential
impairment by comparing the carrying value of the reporting unit to its fair value. A reporting unit is an operating
segment or a business one level below that operating segment (the component level) if discrete financial information
is prepared and regularly reviewed by segment management. However, components are aggregated as a single
reporting unit if they have similar economic characteristics. We estimate the fair value of our reporting units using a
discounted cash flow methodology. The key assumptions used in the discounted cash flow valuation model for
impairment testing include discount rates, growth rates, cash flow projections and terminal value rates. Discount rates
are set by using the Weighted Average Cost of Capital, or “WACC,” methodology. The WACC methodology considers
market and industry data as well as Company specific risk factors for each reporting unit in determining the
appropriate discount rates to be used. The discount rate utilized for each reporting unit is indicative of the return an
investor would expect to receive for investing in such a business. The cash flows represent management's most recent
planning assumptions. These assumptions are based on a combination of industry outlooks, views on general
economic conditions, our expected pricing plans and expected future savings generated by our past restructuring
activities. Terminal value rate determination follows common methodology of capturing the present value of perpetual
cash flow estimates beyond the last projected period assuming a constant WACC and low long-term growth rates. If a
potential impairment is identified, the second step is to compare the implied fair value of goodwill with its carrying
amount to measure the impairment loss. A significant decline in the projected cash flows or a change in the WACC
used to determine fair value could result in a future goodwill impairment charge.

In the fourth quarter 2014, we performed our annual impairment analysis based upon market data as of October 1,
2014 and concluded that there was no impairment related to our goodwill and our other indefinite lived intangible
assets. At October 1, 2014, we had five reporting units: U.S. Car Rental, Europe Car Rental, Other International Car
Rental, Donlen and Worldwide Equipment Rental.

We performed the impairment analyses for our reporting units, using our business and long-term strategic plans,
revised to reflect the current economic conditions. Our weighted average cost of capital used in the discounted cash
flow model was calculated based upon the fair value of our debt and our stock price with a debt to equity ratio
comparable to our industry. The total fair value of our reporting units was then compared to our market capitalization
to ensure their reasonableness.

See Note 4, "Goodwill and Other Intangible Assets" to the Notes to our consolidated financial statements included in
this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data.”

Finite Lived Intangible Assets

Intangible assets include concession agreements, technology, customer relationships, trademarks and trade-names and
other intangibles. Intangible assets with finite lives are amortized using the straight-line method over the estimated
economic lives of the assets, which range from two to fifteen years. Long-lived assets, including intangible assets with
finite lives, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable. Determination of recoverability is based on an estimate of
undiscounted future cash flows resulting from the use of the asset and its eventual disposition. Measurement of an
impairment loss for long-lived assets that management expects to hold and use is based on the estimated fair value of
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the asset. Long-lived assets to be disposed of are reported at the lower of carrying amount or estimated fair value less
costs to sell.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be recovered or settled. The effect of a change in tax rates is recognized in
the statement of operations in the period that includes the enactment date. Valuation allowances are recorded to reduce
deferred tax assets when it is more likely than not that a tax benefit will not be realized. Subsequent changes
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to enacted tax rates and changes to the global mix of earnings will result in changes to the tax rates used to calculate
deferred taxes and any related valuation allowances. Provisions are not made for income taxes on undistributed
earnings of international subsidiaries that are intended to be indefinitely reinvested outside the United States or are
expected to be remitted free of taxes. Future distributions, if any, from these international subsidiaries to the United
States or changes in U.S. tax rules may require recording a tax on these amounts. We have recorded a deferred tax
asset for unutilized net operating loss carryforwards in various tax jurisdictions. Upon utilization, the taxing
authorities may examine the positions that led to the generation of those net operating losses. If the utilization of any
of those losses are disallowed a deferred tax liability may have to be recorded.

See Note 10, "Taxes on Income (Loss)" to the Notes to our consolidated financial statements included in this Annual
Report under the caption Item 8, "Financial Statements and Supplementary Data.”

Financial Instruments

We are exposed to a variety of market risks, including the effects of changes in interest rates, gasoline and diesel fuel
prices and foreign currency exchange rates. We manage exposure to these market risks through regular operating and
financing activities and, when deemed appropriate, through the use of financial instruments. Financial instruments are
viewed as risk management tools and have not been used for speculative or trading purposes. In addition, financial
instruments are entered into with a diversified group of major financial institutions in order to manage our exposure to
counterparty nonperformance on such instruments. We account for all financial instruments in accordance with
U.S.GAAP, which requires that they be recorded on the balance sheet as either assets or liabilities measured at their
fair value. For financial instruments that are designated and qualify as hedging instruments, we designate the hedging
instrument, based upon the exposure being hedged, as either a fair value hedge or a cash flow hedge. The effective
portion of changes in fair value of financial instruments designated as cash flow hedging instruments is recorded as a
component of other comprehensive income (loss). Amounts included in accumulated other comprehensive income
(loss) for cash flow hedges are reclassified into earnings in the same period that the hedged item is recognized in
earnings. The ineffective portion of changes in the fair value of financial instruments designated as cash flow hedges
is recognized currently in earnings within the same line item as the hedged item, based upon the nature of the hedged
item. For financial instruments that are not part of a qualified hedging relationship, the changes in their fair value are
recognized currently in earnings.

Stock Based Compensation

The cost of employee services received in exchange for an award of equity instruments is based on the grant date fair
value of the award. The compensation expense for RSUs and PSUs is recognized ratably over the vesting period. For
grants in 2012, 2013 and 2014, the vesting period is three years at 33 1/3% per year. In addition to the service vesting
condition, the PSUs had an additional vesting condition which called for the number of units that will be awarded
based on achievement of a certain level of Corporate EBITDA, or other performance measure as defined in the
applicable award agreements, over the applicable measurement period.

The cost of employee services received in exchange for an award of equity instruments is based on the grant date fair
value of the award. That cost is recognized over the period during which the employee is required to provide service
in exchange for the award. We estimated the fair value of options issued at the date of grant using a Black-Scholes
option-pricing model, which includes assumptions related to volatility, expected term, dividend yield, and risk-free
interest rate. These factors combined with the stock price on the date of grant result in a fixed expense which is
recorded on a straight-line basis over the vesting period.
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The assumed volatility for our stock is based on our historical stock price data. The assumed dividend yield is zero.

The risk-free interest rate is the implied zero-coupon yield for U.S. Treasury securities having a maturity

approximately equal to the expected term of the options, as of the grant dates. The non-cash stock-based compensation
expense associated with the Hertz Global Holdings, Inc. Stock Incentive Plan, or the “Stock Incentive Plan,” the Hertz
Global Holdings, Inc. Director Stock Incentive Plan, or the “Director Plan,” and the Hertz Global Holdings, Inc. 2008
Omnibus Incentive Plan, or the “Omnibus Plan,” are pushed down from Hertz Holdings and recorded on the books at the
Hertz level. See Note 8, "Stock-Based Compensation" to the Notes to our consolidated financial statements included

in this Annual Report under the caption Item 8, "Financial Statements and Supplementary Data.”
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Recent Accounting Pronouncements

For a discussion of recent accounting pronouncements, see Note 3, "Summary of Critical and Significant Accounting
Policies — Recent Accounting Pronouncements," to the Notes to our consolidated financial statements included in this
Annual Report under the caption Item 8, "Financial Statements and Supplementary Data.”

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
RISK MANAGEMENT

For a discussion of additional risks arising from our operations, including vehicle liability, general liability and
property damage insurable risks, see “Item 1—Business—Risk Management” in this Annual Report.

Market Risks

We are exposed to a variety of market risks, including the effects of changes in interest rates (including credit
spreads), foreign currency exchange rates and fluctuations in fuel prices. We manage our exposure to these market
risks through our regular operating and financing activities and, when deemed appropriate, through the use of
derivative financial instruments. Derivative financial instruments are viewed as risk management tools and have not
been used for speculative or trading purposes. In addition, derivative financial instruments are entered into with a
diversified group of major financial institutions in order to manage our exposure to counterparty nonperformance on
such instruments.

Interest Rate Risk

We have a significant amount of debt with a mix of fixed and variable rates of interest. Floating rate debt carries
interest based generally on LIBOR, Euro inter-bank offered rate, or “EURIBOR,” or their equivalents for local
currencies or bank conduit commercial paper rates plus an applicable margin. Increases in interest rates could
therefore significantly increase the associated interest payments that we are required to make on this debt. See Note 6,
"Debt" to the Notes to our consolidated financial statements included in this Annual Report under the caption Item 8,
"Financial Statements and Supplementary Data.”

We have assessed our exposure to changes in interest rates by analyzing the sensitivity to our earnings assuming
various changes in market interest rates. Assuming a hypothetical increase of one percentage point in interest rates on
our debt portfolio as of December 31, 2014, our pre-tax earnings would decrease by an estimated $75 million over a
twelve-month period.

From time to time, we may enter into interest rate swap agreements and/or interest rate cap agreements to manage
interest rate risk and our mix of fixed and floating rate debt. See Note 16, "Financial Instruments" to the Notes to our
consolidated financial statements included in this Annual Report under the caption Item 8, "Financial Statements and
Supplementary Data.”

Consistent with the terms of certain agreements governing the respective debt obligations, we may be required to

hedge a portion of the floating rate interest exposure under the various debt facilities to provide protection in respect
of such exposure.
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Foreign Currency Risk

We have foreign currency exposure to exchange rate fluctuations worldwide and primarily with respect to the Euro,
Canadian dollar, Australian dollar and British pound.

We manage our foreign currency risk primarily by incurring, to the extent practicable, operating and financing
expenses in the local currency in the countries in which we operate, including making fleet and equipment purchases
and borrowing locally. Also, we have purchased foreign exchange options to manage exposure to fluctuations in
foreign exchange rates for selected cross currency marketing programs. Our risks with respect to foreign exchange
options are limited to the premium paid for the right to exercise the option and the future performance of the option's
counterparty.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK (Continued)

We also manage exposure to fluctuations in currency risk on cross currency intercompany loans we make to certain of
our subsidiaries by entering into foreign currency forward contracts at the time of the loans are entered which are
intended to offset the impact of foreign currency movements on the underlying intercompany loan obligations.

We do not hedge our operating results against currency movement as they are primarily translational in nature. Using
foreign currency forward rates as of December 2014, we expect revenue growth to be negatively impacted by
approximately 2% over a 12-month period. Additionally, each 1% point change in foreign currency movements is
estimated to impact our adjusted pre-tax income by an estimated $3 million over a 12-month period.

Fuel Risks

We purchase unleaded gasoline and diesel fuel at prevailing market rates. We are subject to price exposure related to
the fluctuations in the price of fuel. We anticipate that fuel risk will remain a market risk for the foreseeable future.
We have determined that a 10% hypothetical change in the price of fuel will not have a material impact on our
earnings.

Inflation

The increased cost of vehicles is the primary inflationary factor affecting us. Many of our other operating expenses are
also expected to increase with inflation, including health care costs and gasoline. Management does not expect that the
effect of inflation on our overall operating costs will be greater for us than for our competitors.

Income Taxes

In January 2006, we implemented an LKE Program for our U.S. car rental business. Pursuant to the program, we
dispose of vehicles and acquire replacement vehicles in a form intended to allow such dispositions and replacements
to qualify as tax-deferred "like-kind exchanges" pursuant to section 1031 of the Internal Revenue Code. The program
has resulted in deferral of federal and state income taxes for fiscal years 2006 through 2009 and 2013, 2014 and part
of 2010 and 2012. These programs allow tax deferral if a qualified replacement asset is acquired within a specific time
period after asset disposal. Accordingly, if a qualified replacement asset is not purchased within this limited time
period, taxable gain is recognized. Over the last few years, for strategic purposes, such as cash management, we have
recognized some taxable gains in the programs. We cannot offer assurance that the expected tax deferral will continue
or that the relevant law concerning the programs will remain in its current form. An extended reduction in our car
rental fleet could result in reduced deferrals in the future, which in turn could require us to make material cash
payments for federal and state income tax liabilities. Our inability to obtain replacement financing as our fleet
financing facilities mature would likely result in an extended reduction in the fleet value. In August 2010, we elected
to temporarily suspend the U.S. car rental LKE Program allowing cash proceeds from sales of vehicles to be utilized
for various business purposes, including paying down existing debt obligations, future growth initiatives and for
general operating purposes. From August 2010 through year end 2011, recognized tax gains on vehicle dispositions
resulting from the LKE suspension were more than offset by 100% tax depreciation on newly acquired vehicles. The
U.S. car rental LKE Program was reinstated on October 15, 2012. During 2012 the allowable 50% bonus depreciation
helped offset tax gains during the period of LKE suspension. An LKE program for HERC has also been in place for
several years. In addition, Dollar Thrifty and Donlen similarly used an LKE program prior to our acquisition of these
companies and both companies continue to use the LKE programs.
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Current year to date dispositions of Hertz Holdings' common stock by certain significant shareholders, when
combined with other dispositions of Hertz Holdings' stock over the previous 36 months, have not resulted in a change
in control as that term is defined in Section 382 of the Internal Revenue Code. Consequently, there is no limitation on
the utilization of all pre-2014 U.S. net operating losses.

The Internal Revenue Service completed their audit of our 2007 to 2011 tax returns and had no changes to the
previously filed tax returns.

83

173



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents
HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM

To the Board of Directors
and Stockholders of
Hertz Global Holdings, Inc.

In our opinion, the consolidated financial statements listed in the index appearing under Item 15(a)1 present fairly, in
all material respects, the financial position of Hertz Global Holdings, Inc. and its subsidiaries at December 31, 2014
and December 31, 2013, and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2014 in conformity with accounting principles generally accepted in the United States of
America. In addition, in our opinion, the financial statement schedules listed in the index appearing under Item 15(a)2
present fairly, in all material respects, the information set forth therein when read in conjunction with the related
consolidated financial statements. Also in our opinion, the Company did not maintain, in all material respects,
effective internal control over financial reporting as of December 31, 2014, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) because material weaknesses in internal control over financial reporting existed as of that date.
The material weaknesses related to 1) the control environment, due to material weaknesses related to a) an
inconsistent and sometimes inappropriate tone at the top was present under the then existing senior management, b) an
insufficient complement of personnel with an appropriate level of knowledge, experience and training commensurate
with the Company’s financial reporting requirements, c) unclear reporting structures, reporting lines and decisional
authorities and d) insufficient training of field personnel utilizing the Oracle ERP system implemented in 2013 for the
processing of non-fleet procurement; 2) risk assessment, as the Company did not effectively design controls in
response to the risks of material misstatement; 3) information and communication, specifically between the
accounting department and other operating departments necessary to support the proper functioning of internal
controls; and 4) monitoring controls, as the Company did not maintain an internal audit function sufficient to monitor
control activities. The control environment material weaknesses contributed to additional material weaknesses as the
Company did not design and maintain effective controls over a) certain accounting estimates, including the effective
review of the models, assumptions, and data used in developing estimates or changes made to assumptions and data;
b) the review, approval, and documentation of journal entries, c) changes to policies and procedures, as well as the
review, approval, and documentation related to application of generally accepted accounting principles. The risk
assessment material weakness contributed to an additional material weakness as the Company did not design effective
controls over certain business processes including their period-end financial reporting processes, including controls
over the preparation, analysis, and review of significant account reconciliations and closing adjustments required to
assess the appropriateness of certain account balances at period end.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such
that there is a reasonable possibility that a material misstatement of the annual or interim financial statements will not
be prevented or detected on a timely basis. The material weaknesses referred to above are described in Management’s
Report on Internal Control over Financial Reporting appearing under Item 9A. We considered these material
weaknesses in determining the nature, timing, and extent of audit tests applied in our audit of the 2014 consolidated
financial statements and our opinion regarding the effectiveness of the Company’s internal control over financial
reporting does not affect our opinion on those consolidated financial statements. The Company's management is
responsible for these financial statements and financial statement schedules, for maintaining effective internal control
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over financial reporting and for its assessment of the effectiveness of internal control over financial reporting included
in management's report referred to above. Our responsibility is to express opinions on these financial statements, on
the financial statement schedules, and on the Company's internal control over financial reporting based on our
integrated audits. We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement and whether effective internal
control over financial reporting was maintained in all material respects. Our audits of the financial statements included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial
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reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures
as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our
opinions.

As discussed in Note 2 to the consolidated financial statements, the Company has restated its 2013 and 2012 financial
statements to correct for misstatements.

As discussed in Note 7 to the consolidated financial statements, the Company changed the manner in which it
accounts for pension and other postretirement benefit plans in 2014.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/s/PricewaterhouseCoopers LLP

Miami, Florida
July 16, 2015
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In millions, except par value)

ASSETS

Cash and cash equivalents

Restricted cash and cash equivalents
Receivables, net of allowance of $67 and $62, respectively
Inventories, net

Prepaid expenses and other assets

Revenue earning equipment:

Cars

Less accumulated depreciation - cars

Other equipment

Less accumulated depreciation - other equipment
Revenue earning equipment, net

Property and equipment:

Land, buildings and leasehold improvements
Service equipment and other

Less accumulated depreciation

Property and equipment, net

Other intangible assets, net

Goodwill

Total assets

LIABILITIES AND EQUITY

Accounts payable

Accrued liabilities

Accrued taxes, net

Debt

Public liability and property damage
Deferred taxes on income, net

Total liabilities

Commitments and contingencies

Equity:

Preferred Stock, $0.01 par value, 200 shares authorized, no shares issued and

outstanding

Common Stock, $0.01 par value, 2,000 shares authorized, 463 and 450 shares issued

and 459 and 446 shares outstanding

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income (loss)

Treasury Stock, at cost, 4 shares and 4 shares
Total equity
Total liabilities and equity

The accompanying notes are an integral part of these financial statements.

December 31,
2014

$490
571
1,597
67
917

14,622
(3,411
3,613
(1,171
13,653

1,268
1,148
(1,094
1,322
4,009
1,359
$23,985

$1,008
1,148
134
15,993
385
2,853
21,521

5

3,325
(664
(115
2,551
(87
2,464
$23,985

December 31,
2013
(As Restated)

$411
861
1,397
87
715

14,456

(2,681 )
3,535

(1,119 )
14,191

1,271

978

(964 )
1,285

4,124

1,352

$24,423

$1,022
1,171
146
16,309
351
2,857
21,856

4

3,226

(582 )
6

2,654

(87 )
2,567

$24,423
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share data)

Revenues:

Worldwide car rental

Worldwide equipment rental

All other operations

Total revenues

Expenses:

Direct operating

Depreciation of revenue earning equipment and lease charges, net
Selling, general and administrative
Interest expense, net

Other (income) expense, net

Total expenses

Income (loss) before income taxes
Provision for taxes on income (loss)
Net income (loss)

Weighted average shares outstanding:
Basic

Diluted

Earnings (loss) per share:

Basic

Diluted

The accompanying notes are an integral part of these financial statements.
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Years Ended December 31,
2013
2014 (As
Restated)
$8,907 $8,709
1,571 1,539
568 527
11,046 10,775
6,314 5,771
3,034 2,533
1,088 1,053
648 707
(15 ) 102
11,069 10,172
(23 ) 603
(59 ) (301
$(82 ) $302
454 422
454 464
$(0.18 ) $0.72
$(0.18 ) $0.67

2012
(As Restated)

$7,153
1,382
478
9,013

4,861

2,128

978

647

34

8,648

365

(181 )
$184

420
448

$0.44
$0.41
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In millions)

Years Ended December 31,
2013
2014 (As Restated)

Net income (loss) $(82 ) $302
Other comprehensive income (loss):
Foreign currency translation adjustments (57 ) (45
Reclassification of foreign currency items to other (income) expense, |
net
Unrealized holding gain (loss) on securities® (14 ) 21
Reclassification of net unrealized gain on securities to prepaid 7 )y —
expense and other assets®@
Net gain (loss) on defined benefit pension plans 41 ) 85
Reclassification of net periodic costs related to defined benefit (1 ) 2
pension plans to selling, general and administrative expense
Total other comprehensive income (loss), before income taxes (130 ) 64
Tax impact related to net gains and losses on defined benefit pension 7 (33
plans
Tax provision on reclassified amounts of net periodic costs on

. . . 2 2
defined benefit pension plans
Total other comprehensive income (loss) (121 ) 29
Total comprehensive income (loss) $(203 ) $331

(a)

The accompanying notes are an integral part of these financial statements.
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2012

(As Restated)

$184

14

€

1
$185

Amount relates to the Company's investment in the debt securities of China Auto Rental which were converted into
equity of that entity in April 2014. See Note 5, "Acquisitions and Divestitures."
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In millions)

Common Stock Additional Accumulated Treasury Stock
Preferred Paid-In Accumulated Other Total
Balance at: Stock Shares Amount . Deficit Comprehensive Shares Amount Equity
Capital
Income (Loss)

December 31,2011, g~ 417 ¢4 $3206 $063 ) $(9 ) —  $—  $22I8
as previously reported
Cumulative
restatement — — — — (101 ) 1 — — (100 )
adjustments
Change in accounting . . o “ ) 4 o o o
principle
December 31, 2011
(As Restated) — 417 4 3,206 (1,068 ) (24 ) — — 2,118
Net income (As
Restated) o o o o 184 o o o 184
Other comprehensive L o . o | . o |
income
Proceeds from
employee stock — 1 — 5 — — — — 5
purchase plan
Net settlement on
vesting of restricted — 2 — (20 ) — — — — 20 )
stock
Stock-basgd employee o o 30 L . o . 30
compensation charges
Exgrase of stock o ’ o 1 o . o o 11
options
Common shares
. . — — 2 — — — — 2
issued to Directors
December 31, 2012
(As Restated) — 422 4 3,234 (884 ) (23 ) — — 2,331
Net income (As
Restated) o o o o 302 o o o 302
cher comprehensive o o . . 29 o . 29
income
Proceeds from
employee stock — — — 6 — — — — 6
purchase plan
Net settlement on
vesting of restricted — 1 — (12 ) — — — — (12 )
stock
Stock-based employee

: — — — 35 — — — — 35
compensation charges
Exercise of stock o 3 o 7 o L o . 27

options
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Common shares

issued to Directors o o ! o o o o !
Conversion of

Convertible Senior — 24 — (65 ) — — — 468 403
Notes, net of tax of $3

Share Repurchase®@ — 4 ) — — — — 4 (555 ) (555 )
December 31, 2013

(As Restated) — 446 4 3,226 (582 ) 6 4 &7 ) 2,567
Net loss — — — — (82 ) — — — 82 )
Other comprehensive L o . o (121 ) — o 121 )
loss

Proceeds from

employee stock — — — 4 — — — — 4
purchase plan

Net settlement on

vesting of restricted — 1 — (17 ) — — — — (17 )
stock

Conversion of

Convertible Senior — 10 1 84 — — — — 85
Notes

Stock-based employee o o 9 L . o . 9
compensation charges

Exgrase of stock o ’ o 18 L . o o 18
options

Common shares

) . — — 1 — — — — 1

issued to Directors

December 31,2014 $— 459 $5 $ 3,325 $ (664 ) $(115 ) 4 $@87 ) $2,4064

@ During the fourth quarter of 2013, Hertz Holdings repurchased a total of 4 million shares at an average price of
$22.54 per share. In March 2013, Hertz Holdings repurchased 23 million shares at a price of $20.14.
The accompanying notes are an integral part of these financial statements.
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)

Years Ended December 31,

2013 2012

2014 (As Restated) (As Restated)
Cash flows from operating activities
Net income (loss) $(82 ) $302 $184
Adjustments to reconcile net income (loss) to net cash provided
by operating activities:

Depreciation of revenue earning equipment, net 2,954 2,452 2,048
Depreciation and amortization, non-fleet assets 366 339 261
Amortization and write-off of deferred financing costs 57 56 54
Amortization and write-off of debt discount (premium) (11 ) 12 29

Stock-based compensation charges 11 35 30

Loss on disposal of business — 4 46

Loss on extinguishment of debt 1 35 —

Provision for receivables allowance 62 71 58

Deferred taxes on income 6 227 102

Impairment charges and asset write-downs 47 40 —

Other (19 ) (6 ) (10 )
Changes in assets and liabilities, net of effects of acquisition:

Receivables (90 ) (53 ) (125 )
Inventories, prepaid expenses and other assets (64 ) (29 ) (23 )
Accounts payable 23 54 52

Accrued liabilities 139 29 (19 )
Accrued taxes 4 ) 26 30

Public liability and property damage 56 ¢! ) (4 )
Net cash provided by operating activities 3,452 3,593 2,713

Cash flows from investing activities

Net change in restricted cash and cash equivalents 283 (315 ) (237 )
Revenue earning equipment expenditures (11,289 ) (10,289 ) (9,611 )
Proceeds from disposal of revenue earning equipment 8,209 7,256 7,123

Capital asset expenditures, non-fleet (374 ) (327 ) (298 )
Proceeds from disposal of property and equipment 93 81 125
Acquisitions, net of cash acquired (75 ) (41 ) (1,905 )
Proceeds from disposal of business — — 84

Equity method investment (30 ) (213 ) —

Other investing activities — 2 ) 2 )
Net cash used in investing activities (3,183 ) (3,850 ) (4,721 )

The accompanying notes are an integral part of these financial statements.
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(In millions)

Years Ended December 31,
2013 2012
2014 (As Restated) (As Restated)
Cash flows from financing activities

Proceeds from issuance of long-term debt 400 2,275 2,237
Repayments of long-term debt (1,183 ) (1,045 ) (952 )
Short-term borrowings:

Proceeds 626 596 438

Payments (726 ) (1,018 ) (1,280 )
Proceeds under the revolving lines of credit 5,864 9,012 6,464

Payments under the revolving lines of credit (5,081 ) (9,104 ) (5,190 )
Purchase of noncontrolling interest — — (38 )
Purchase of treasury shares — (555 ) —

Payment of financing costs (63 ) (54 ) (49 )
Other 4 20 6 )
Net cash provided by (used in) financing activities (159 ) 127 1,624

Effect of foreign exchange rate changes on cash and cash 31 )y — 6

equivalents

Net change in cash and cash equivalents during the period 79 (130 ) (378 )
Cash and cash equivalents at beginning of period 411 541 919

Cash and cash equivalents at end of period $490 $411 $541

Supplemental disclosures of cash flow information:
Cash paid during the period for:

Interest (net of amounts capitalized) $562 $651 $560
Income taxes, net of refunds 64 71 72
Supplemental disclosures of non-cash flow information:
Purchases of revenue earning equipment included in accounts

payable and accrued liabilities $198 $289 $250
Sales of revenue earning equipment included in receivables 544 357 617
Purchases of property and equipment included in accounts payable 69 56 51
Sales of property and equipment included in receivables 4 17 17
Consideration for investment in equity method investee 130 73 o

Conversion of Convertible Senior Notes included in debt, common
stock and additional paid-in capital

Revenue earning equipment and property and equipment acquired ’
through capital lease

The accompanying notes are an integral part of these financial statements.

84 373 —

2 52 130
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Background

Hertz Global Holdings, Inc., or "Hertz Holdings" or the "Company," was incorporated in Delaware in 2005 to serve as
the top-level holding company for Hertz Investors, Inc. which wholly owns The Hertz Corporation, or “Hertz,” Hertz
Holding's primary operating company.

The Company operates its U.S. car rental and International car rental businesses through the Hertz, Dollar, Thrifty and
Firefly brands from company-owned, licensee and franchisee locations in North America, Europe, Latin America,
Asia, Australia, Africa, the Middle East and New Zealand. In its worldwide equipment rental business, the Company
rents equipment in the U.S., Canada, France, Spain, the United Kingdom, China and Saudi Arabia, as well as through
its international franchisees. The Company also owns Donlen Corporation, or "Donlen," based in Northbrook, Illinois,
which is a leader in providing fleet leasing and management services.

The Company is a successor to corporations that have been engaged in the car and truck rental and leasing business
since 1918 and the equipment rental business since 1965. Hertz was incorporated in Delaware in 1967. Ford Motor
Company acquired an ownership interest in Hertz in 1987 and in 2001 owned 100% of Hertz through one or more of
its subsidiaries.

In December 2005, certain private investment funds, which the Company refers to collectively as the “Sponsors,”
through Hertz Investors Inc., acquired all of Hertz common stock from Ford Holdings LLC.

In 2006, the Company conducted an initial public offering of Hertz Holdings' common stock and as a result its
common stock trades on the New York Stock Exchange ("NYSE") under the symbol "HTZ".

The Sponsors sold substantially all of their common stock between 2006 and 2013.

In May 2013, the Company announced plans to relocate its worldwide headquarters to Estero, Florida from Park
Ridge, New Jersey which is expected to be completed by late 2015.

On December 30, 2013, the board of directors of Hertz Holdings declared a dividend of one preferred share purchase
right for each outstanding share of Hertz Holdings common stock, to purchase from Hertz Holdings one
ten-thousandth of a share of Series A Junior Participating Preferred Stock, par value $0.01 per share, of Hertz
Holdings at a price of $115.00 per one ten-thousandth of a share of preferred stock, subject to adjustment as provided
in the associated rights agreement. The description and terms of the preferred share purchase rights are set forth in a
rights agreement, dated as of December 30, 2013, between Hertz Holdings and Computershare Trust Company, N.A.,
as rights agent. No preferred shares were issued under the agreement and the preferred share purchase rights expired
in accordance with their terms on December 29, 2014.

In March 2014, the Company announced that its Board of Directors approved plans to separate Hertz Holdings into
two independent, publicly traded companies. One of the companies will continue to operate the Hertz, Dollar, Thrifty
and Firefly car rental businesses as well as Donlen; and the other will operate the Hertz Equipment Rental
Corporation, or "HERC." The separation is planned to be in the form of a tax-free spin-off of HERC to Hertz Holdings
shareholders, and the Company expects to separate the businesses in a tax-efficient manner.

Note 2—Restatement
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Revisions Reported in the 2013 Form 10-K/A

During the fourth quarter of 2013, the Company identified certain out of period misstatements totaling $46 million, of
which $35 million ($21 million, net of tax) related to its previously issued consolidated financial statements for the
years ended December 31, 2012 and prior. While these misstatements did not, individually or in the aggregate, result
in a material misstatement of the Company's previously issued consolidated financial statements, correcting these
misstatements in the fourth quarter of 2013 would have been material to that quarter. Accordingly, management
revised its previously reported consolidated financial statements in the Form 10-K/A for the year ended December 31,
2013 filed with the SEC on March 20, 2014 ("2013 Form 10-K/A"). These recorded pre-tax adjustments relate to
vendor
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HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

incentives (reduced pre-tax income by $2 million in 2012) which had been accounted for as a reduction of marketing
expenses instead of reducing the cost of revenue earning equipment, charges related to certain assets and allowances
for doubtful accounts in Brazil (reduced pre-tax income by $4 million in 2012), as well as other immaterial
misstatements (reduced pre-tax income by $3 million in 2012).

The column in the tables below labeled "As Previously Reported" reflects the revised numbers that include the effects
of these out of period misstatements. Certain prior period amounts have been reclassified to conform with current
period presentation.

Restatement

As discussed in the Explanatory Note to this Annual Report on Form 10-K, this Note 2 to the consolidated financial
statements discloses the nature of the restatement matters and adjustments and shows the impact of the restatement
matters on revenues, expenses, income, assets, liabilities, equity, and cash flows from operating activities, investing
activities, and financing activities, and the cumulative effects of these adjustments on the consolidated statement of
operations, balance sheet, and cash flows for 2012 and 2013. In addition, this Note shows the effects of the adjustment
to opening retained earnings as of January 1, 2012, which adjustment reflects the impact of the restatement on periods
prior to 2012. The cumulative impact of the out of period misstatements for all previously reported periods through
December 31, 2013, including amounts associated with the revision previously reported in the 2013 Form 10-K/A,
was approximately a $349 million reduction in pre-tax income and $231 million reduction in net income. The
cumulative annual impact on 2012 and 2013 was a reduction in pre-tax income and net income of $90 million and $62
million for 2012 and $72 million and $51 million for 2013. Excluding the revision included in the 2013 Form 10-K/A
of $26 million on a pre-tax basis and $17 million on an after-tax basis, approximately $160 million on a pre-tax basis
and $100 million on an after-tax basis is included as a reduction to opening retained earnings as of January 1, 2012.
For information on the impact of the restatement on the year 2011, reference is made to Item 6 - Selected Financial
Data of this Annual Report on Form 10-K.

Restatement Background

During the preparation of the Company's Form 10-Q for the first quarter of 2014, misstatements were identified in the
previous financial statements relating to the capitalization and timing of depreciation for certain non-fleet assets,
allowances for doubtful accounts in Brazil, as well as other items. These misstatements, in combination with
misstatements previously identified in the revision included in the Company's 2013 Form 10-K/A related to vehicle
vendor allowances for marketing and misstatements related to the Brazil operations, resulted in the Audit Committee,
in consultation with the Company's management, concluding on June 3, 2014 that the Company's financial statements
for 2011 should no longer be relied upon, and would require restatement.

In light of the above, in June 2014, the Audit Committee directed that two complementary processes be undertaken.
First, the Audit Committee directed management to conduct a thorough review of the Company's financial records for
fiscal years 2011, 2012 and 2013 to determine whether further adjustments were necessary. This review, which was
conducted with the assistance of outside consultants, identified additional misstatements, including misstatements
related to:

capitalization and timing of depreciation for non-fleet capital and information technology expenditures;

accruals for uninvoiced non-fleet vendor obligations;
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accrual for salvage vehicles;
the amortization period associated with vehicle registration and license fees;

reserve estimates associated with allowances for uncollectible amounts receivable for renter obligations related to
damaged vehicles;

reserve estimates associated with allowances for doubtful accounts, including credit memos;
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reserve estimates associated with probable credit card charge backs;

accruals for customer rewards programs;

accrued unbilled revenue;

reserve estimates associated with allowances for doubtful accounts for the Brazil operations;
accruals for travel vouchers associated with the Brazil operations;

Brazil operations litigation reserves;

other assets and intercompany accounts for the Brazil operations;

accruals for restoration obligations at the end of facility leases; and

disclosure of gross equipment and accumulated depreciation balances associated with the capitalization of
refurbishment costs.

On November 10, 2014, the Audit Committee, in consultation with management, concluded that additional proposed
adjustments arising out of the review were material to the Company's 2012 and 2013 financial statements and that, as
a result, the 2012 and 2013 financial statements also would require restatement.

The second process, which the Company commenced in June 2014, involved an internal investigation of certain
matters related to the accounting during prior periods. The investigation was undertaken by outside counsel, along
with independent counsel for the Audit Committee. Counsel received assistance from outside consultants and new
senior accounting and compliance personnel. The internal investigation is complete, although the Company's outside
counsel and the independent counsel to the Audit Committee continue to provide forensic and investigative support in
connection with certain proceedings discussed in Item 3, "Legal Proceedings," in this Annual Report on Form 10-K
and in Note 14, "Contingencies and Off-Balance Sheet Commitments" to the consolidated financial statements
involving the Company's restatements and related accounting for prior periods.

As part of the Company’s review of its financial records, the Company identified control deficiencies related to the
control environment, risk assessment, information and communication, and monitoring. For further information
regarding these control deficiencies, please see Item 9A - Controls and Procedures in this Annual Report on Form
10-K. The Company’s incorrect accounting was the result of these control deficiencies and the complex mix of
structural and environmental factors. The Company’s investigation found that one of these factors was that an
inconsistent and sometimes inappropriate tone at the top that was present under the then existing senior management
that did not in certain instances result in adherence to GAAP and Company accounting policies and procedures. In
particular, the Company’s former Chief Executive Officer’s management style and temperament created a pressurized
operating environment at the Company, where challenging targets were set and achieving those targets was a key
performance expectation. There was in certain instances an inappropriate emphasis on meeting internal budgets,
business plans, and current estimates. The Company’s former Chief Executive Officer further encouraged employees to
focus on potential business risks and opportunities, and on potential financial or operating performance gaps, as well
as ways of ameliorating potential risks or gaps, including through accounting reviews. This resulted in an environment
which in some instances may have led to inappropriate accounting decisions and the failure to disclose information
critical to an effective review of transactions and accounting entries, such as certain changes in accounting
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methodologies, to the appropriate finance and accounting personnel or the Company’s Board, Audit Committee, or
independent registered public accounting firm. The tone set and pressures imposed by the former Chief Executive
Officer were inappropriate in certain instances and may have been a factor influencing one or more employees to
record an accounting entry now determined to be improper. Other factors affecting the overall historic accounting
environment and influencing employees included the distraction caused by the multiple, conflicting business
initiatives; challenges related to managing complex, inefficient legacy systems; the lack of a sufficient complement of
personnel with an appropriate level of knowledge, experience, and training with GAAP; unclear reporting structures,
reporting lines, and decisional authority in the organization; and other matters. Taken together, these factors fostered a
control environment that in some instances enabled inappropriate accounting to occur.

94

190



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Table of Contents

HERTZ GLOBAL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Description of Restatement Matters and Restatement Adjustments

Based on the internal investigation, the Company's review of its financial records, and other work completed by its
management, the Audit Committee has concluded that there were material misstatements in the 2011, 2012, and 2013
consolidated financial statements.

The restatement of previously issued financial statements reduced pre-tax earnings for the years ended December 31,
2013 and December 31, 2012 by approximately $72 million and $81 million, respectively. Below are tables
summarizing the impact of the restatement matters and the effect of the change in accounting principle, as discussed
further in Note 7 - "Employee Retirement Benefits," on the previously issued consolidated financial statements for the
years ended December 31, 2013 and December 31, 2012. The change in accounting principle increased pre-tax
income by $12 million in 2013 and $5 million in 2012.

The individual restatement matters that underlie the restatement adjustments are described below and are reflected and
quantified, as applicable, in the footnotes to the below tables. The restatement adjustments also affect periods prior to
2012.

Reserve and Estimates Recognition Restatement Adjustments

(a) Allowance for Doubtful Accounts and Credit Memos (U.S. Car Rental) - The historical methodology employed for
doubtful customer accounts and credit memo allowances for the U.S. Car Rental business inappropriately used
inaccurate write-off rates for receivables, aggregated receivables with significantly different credit risks for purposes
of analysis and used assumptions in setting the reserve for credit memos that were not supported. Inappropriate tone at
the top, among other factors, may have contributed to this restatement matter. The resulting reduction to pre-tax
earnings was $1 million in 2013 and $3 million in 2012, respectively. The cumulative pre-tax misstatement was a
decrease of $7 million.

(b) Allowance for Doubtful Accounts and Credit Memos (International Car Rental) - The historical methodology
employed for doubtful customer accounts and credit memo allowances for the international car rental business
inappropriately used inaccurate write-off rates for receivables, aggregated receivables with significantly different
credit risks for purposes of analysis and did not include a reserve for credit memos. Inappropriate tone at the top,
among other factors, may have contributed to this restatement matter. The resulting reduction to pre-tax earnings was
$3 million in 2013 and $1 million in 2012, respectively. The cumulative pre-tax misstatement was a decrease of $12
million.

(c) Allowance for Doubtful Accounts and Credit Memos (Worldwide Equipment Rental) - The historical methodology
employed for doubtful customer accounts and credit memo allowances for the worldwide equipment rental business
inappropriately used rates that differed from historical norms, used unsupported assumptions, and contained formulaic
errors. In addition, changes to the methodology in 2012 reduced the reserve requirement and slowed the rate of
recording account write-offs. Inappropriate tone at the top, among other factors, may have contributed to this
restatement matter. There was no impact to pre-tax earnings in 2013 and a reduction to pre-tax earnings of $6 million
in 2012. The cumulative pre-tax misstatement was a decrease of $8 million.
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(d) Subrogation (Damage) Receivables and the Related Allowance for Doubtful Accounts (U.S. Car Rental) - This
restatement matter relates to estimated recoveries from third parties responsible for damages to vehicles. The
historical methodologies used to estimate the unbilled balances and the allowance accounts inappropriately used
assumptions that lacked support, including using write-offs rather than collection history as a key assumption and
changed methodologies without any supported basis, as well as contained formulaic errors. In addition, there were
instances in which the amount recorded for the allowance was significantly less than the amount calculated based on
the methodology in place at the time. The Company has revised the methodology used to calculate subrogation claims
to utilize the ratio of claims collected compared to damage expense incurred. Inappropriate tone at the top, among
other factors, may have contributed to this restatement matter. The result was a reduction to pre-tax earnings of $3
million in 2013 and $26 million in 2012. The cumulative pre-tax misstatement was a decrease of $48 million.
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(e) Subrogation (Damage) Receivables and the Related Allowance for Doubtful Accounts (International Car Rental) -
This restatement matter relates to estimated recoveries from third parties responsible for damages to vehicles. The
historical methodologies used to estimate the allowance accounts inappropriately used assumptions that lacked
support, including using write-offs rather than collection history as a key assumption, as well as contained formulaic
errors. In addition, there were instances in which the amount recorded for the allowance was significantly less than the
amount calculated based on the methodology in place at the time. The result was an increase to pre-tax earnings of $3
million in 2013 and a reduction to pre-tax earnings of $3 million in 2012. The cumulative pre-tax misstatement was a
decrease of $8 million.

(f) Accrued Salvaged Vehicles (U.S. Car Rental) - This restatement matter relates to the reserve for estimated vehicle
damages incurred in the U.S. car rental business but not reported as of period ends. The methodology used to estimate
the reserve was changed without appropriate supporting documentation and the most significant, required element of
the reserve was eliminated. As part of the restatement process, the Company has reinstated the previous methodology.
Inappropriate tone at the top, among other factors, may have contributed to this restatement matter. There was no
impact to pre-tax earnings in 2013 and a reduction to pre-tax earnings of $5 million in 2012. The cumulative pre-tax
misstatement was a decrease of $5 million.

(g) Credit Card Chargebacks (U.S. and International Car Rental) - This restatement matter relates to reserves
established to accrue for future credit card chargebacks pertaining to completed revenue transactions with customers
and for chargebacks received from credit card providers. The reserves were understated in 2011, 2012 and 2013 for a
variety of reasons. These reasons included (1) the Company inappropriately changed the methodology for computing
reserves established to accrue for future chargebacks in 2013 and (2) the Company erroneously excluded chargebacks
received from credit card providers from the balances used to calculate the allowance for doubtful accounts.
Inappropriate tone at the top, among other factors, may have contributed to this restatement matter. The resulting
reduction to pre-tax earnings was $3 million for 2013 and $1 million for 2012. The cumulative pre-tax misstatement
was a decrease of $4 million.

Accounting for Fleet Restatement Adjustments

(h) Rental Equipment Refurbishment (Worldwide Equipment Rental) - This restatement matter relates to
refurbishment designed to extend the useful life of rental equipment used in the worldwide equipment rental business.
At the time of refurbishment, the Company improperly reduced the cost basis of rental equipment that was subject to
useful life extension. The reduction was effected by reversing accumulated depreciation on refurbished equipment as
an offset to original cost. These adjustments to the balance sheet had no impact on pre-tax earnings in 2013 and 2012
but reduced cost and accumulated depreciation of Revenue Earning Equipment cumulatively by $31 million in 2013
and $16 million in 2012. Inappropriate tone at the top, among other factors, may have contributed to this restatement
matter.

Fixed Assets Restatement Adjustments

(1) Fixed Assets and Construction in Progress and Capitalized Software (U.S. Car Rental, Worldwide Equipment
Rental and Corporate) - This restatement matter relates to accounting for non-fleet fixed assets (e.g., leasehold
improvements and property improvements) and capitalized software expenditures. The adjustments associated with
non-fleet fixed assets and capitalized software primarily relate to the Company’s identification of (1) expenditures that
were capitalized rather than expensed, (2) the failure to write off abandoned projects included in construction in
progress on a timely basis, (3) the failure to write off assets no longer in service, and (4) depreciation adjustments
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associated with assets that should have been placed in service at a date that preceded the placed-in-service date,
including assets that had not yet been transferred from construction in progress to in service. Inappropriate tone at the
top, among other factors, may have contributed to this restatement matter. The resulting reduction to pre-tax earnings
was $19 million for 2013 and $8 million for 2012. The cumulative pre-tax misstatement was a decrease of $56
million.

Brazil Restatement Adjustment

(j) Brazil Adjustments (International Car Rental) - This restatement matter relates to the Brazilian operations of the
International Car Rental business. Allowances for uncollectible balances were calculated using inappropriate
methodologies, and certain assets, reserves for legal expenses and litigation, and intercompany account balances were
not properly supported and consequently were written off. Inappropriate tone at the top, among other factors,
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may have contributed to this restatement matter. The resulting increase to pre-tax earnings was $1 million in 2013 and
there was no impact in 2012. The adjustments related to Brazil impacting periods prior to 2012 have been reflected in
the opening adjustment to retained earnings. The cumulative pre-tax misstatement (including the correction recorded
in the Form 10-K/A in 2013 of $14 million) was a decrease in pre-tax income of $54 million.

Reclassifications

(k) Cash reclassifications (All Segments) - The Company reclassified negative cash balances representing outstanding
checks to accounts payable at period end despite, in some cases, the existence of bank agreements with legal right of
offset against cash balances with the same banks. The resulting correction had no impact to pre-tax earnings for 2013
and 2012 but reduced cash balances and accounts payable by $19 million for 2013 and $9 million for 2012.

(1) Internal Use Software reclassification (All Segments) - The Company reclassified all internal use software asset
balances, including accumulated depreciation on these assets, to intangible assets. Previously, these assets were
reported in property and equipment. The resulting correction had no impact to pre-tax earnings for 2013 and 2012, but
reduced gross property and equipment and accumulated depreciation balances and increased intangible asset and
accumulated amortization balances by $197 million for 2013 and $151 million for 2012, on a net basis.

Other Restatement Adjustments

(m) Accrued Unbilled Accounts Receivable (U.S. Car Rental) - The Company over accrued revenue on open rental
agreements related to the U.S. Car Rental business at period end because its calculation methodology was based on
too limited a sample of open rental agreements. Also, vehicles that had been returned before period end, but that had
not been processed as returned until after the look back period used in the calculation methodology, were treated as
rented to customers at period end. Further, the rates utilized for certain types of transactions in the computation for the
unbilled receivables were erroneous. The resulting reduction to pre-tax earnings was $1 million in 2013 and $6
million in 2012, respectively. The cumulative pre-tax misstatement was a decrease of $13 million.

(n) Vehicle License Fees (U.S. Car Rental) - This restatement matter relates to vehicle registration cost amortization in
the U.S. Car Rental business. The Company inappropriately changed its amortization period for vehicle registration
cost to the life of the vehicle instead of the life of the registration or license. Inappropriate tone at the top, among other
factors, may have contributed to this restatement matter. The resulting reduction to pre-tax earnings was $13 million
in 2013 and cumulatively.

(o) Hertz #1 Gold Points Liability (U.S. Car Rental) - The Company has made adjustments to the reserves established
for the liability associated with the redemption of points earned by customers enrolled in the Hertz Gold Plus Rewards
Program. The Company determined that these reserves were understated in 2011, 2012, and 2013 for a variety of
reasons. These reasons included: (1) a miscalculation of the rate at which customers would redeem points, (2) the use
of incorrect income statement accounts in calculating the incremental costs associated with customers’ use of points,
(3) the failure to reconcile the account from 2011 through 2013 and (4) a systems issue that prevented certain
customer points from expiring as they should have when the Company modified its Gold Points expiration policy in
2011. The resulting reduction to pre-tax earnings was $1 million for 2013 and $3 million for 2012. The cumulative
pre-tax misstatement was a decrease of $9 million.

(p) Accounts payable (All Segments) - The accruals for expenses paid utilizing credit cards did not include amounts
which have been incurred and are in the process of being billed to the Company. In addition, the manual process and
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lack of automated interface controls with legacy systems and the failure to complete sufficient personnel training on
the accounts payable Oracle ERP system module, among other factors, resulted in erroneous accruals including
purchase orders, marketing and consulting spending. The resulting reduction to pre-tax earnings was $19 million for
2013 and $2 million for 2012. The cumulative pre-tax misstatement was a decrease of $33 million.

(q) Asset Retirement Obligation (All Segments) - This restatement matter relates to asset restoration costs associated
with contractual obligations included in lease agreements. The Company failed to account for global contractual
restoration costs on certain of its leased facilities, including its European headquarters at Uxbridge, United Kingdom.
Inappropriate tone at the top, among other factors, may have contributed to this restatement matter. The resulting
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reduction to pre-tax earnings was $3 million in 2013 and $2 million in 2012, respectively. The cumulative pre-tax
misstatement was a decrease of $5 million.

(r) Other Restatement Adjustments (All Segments) - There are certain other restatement matters not otherwise
described in items (a) through (q) of this Note the adjustments of which are individually insignificant but, in aggregate
with all the restatement matters, are significant to the financial statements. The cumulative pre-tax misstatement was a
decrease of $53 million.

(s) Taxes on income (loss) - The tax effect of the out of period misstatements and the change in accounting principle
through December 31, 2013 was approximately $100 million. The tax effect of the misstatements resulted in a
reduction to income tax expense of $21 million and $24 million for 2013 and 2012, respectively. In connection with
the restatement, the Company recorded an entry, that impacted the Company’s tax disclosures, of $141 million in 2012
and $131 million in 2013 to reclassify deferred tax assets and liabilities associated with depreciation of intangible
assets and net operating loss carryforwards.

(t) Change in Accounting Principle - In 2014, the Company changed its method of calculating the market-related
value of pension assets for purposes of determining the expected return on plan assets and accounting for asset gains
and losses. The change in accounting principle was applied retroactively to December 2005, a portion of which is a
correction of an error as follows:

Year Ended December 31,
(In millions) 2005to 2011 2012 2013
Correction of an error $3 $— $—
Change in accounting principle 6 )5 12
Total increase (decrease) in pre-tax income $3 ) $5 $12

See Note 7, "Employee Retirement Benefits" for more details.
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CONSOLIDATED BALANCE SHEET
(In millions, except par value)

December 31, 2013

As Restatement
Previously i Ref As Restated
Adjustment

Reported
ASSETS
Cash and cash equivalents $423 $(12 ) k $411
Restricted cash and cash equivalents 860 1 k 861

a,b,c,d,
Receivables, net of allowance of $62 1,513 (116 ) e g j,m, 1397
r

Inventories, net 92 (5 ) p,t 87
Prepaid expenses and other assets 717 2 ) n,r 715
Revenue earning equipment:
Cars 14,457 (1 ) J»p 14,456
Less accumulated depreciation - cars (2,680 ) (1 ) j,r (2,681 )
Other equipment 3,512 23 h, p 3,535
Less accumulated depreciation - other equipment (1,096 ) (23 ) h (1,119 )
Revenue earning equipment, net 14,193 2 ) 14,191
Property and equipment:
Land, buildings and leasehold improvements 1,362 91 ) i,1Lr1,q 1,271
Service equipment and other 1,257 279 ) 1,1 978
Less accumulated depreciation (1,105 ) 141 L1 r (964 )
Property and equipment, net 1,514 (229 ) 1,285
Other intangible assets, net 3,928 196 L r 4,124
Goodwill 1,348 4 q 1,352
Total assets $24,588 $(165 ) $24.423
LIABILITIES AND EQUITY
Accounts payable $968 $54 k, p $1,022
Accrued liabilities 1,105 66 f) gq’Jt’ ™17
Accrued taxes, net 140 6 I, S 146
Debt 16,309 — 16,309
Public liability and property damage 348 3 r 351
Deferred taxes on income, net 2,947 90 ) s 2,857
Total liabilities 21,817 39 21,856
Commitments and contingencies
Equity:
Preferred Stock, $0.01 par value, 200 shares authorized, no
shares issued and outstanding o o o
Common Stock, $0.01 par value, 2,000 shares authorized, 450 4 o 4
shares issued and 446 shares outstanding
Additional paid-in capital 3,226 — 3,226
Accumulated deficit (379 ) (203 ) a-t (582 )
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Accumulated other comprehensive income
Treasury Stock, at cost, 4 shares

Total equity
Total liabilities and equity

99

7

2,858
(87
2,771
$24,588

(1
(204

) —
(204
$(165

) Q. t
)

)
)

6

2,654

(87 )
2,567
$24,423
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CONSOLIDATED BALANCE SHEET
(In millions, except par value)
December 31, 2012

As
Previously Res.tatement Ref As Restated
Adjustment

Reported
ASSETS
Cash and cash equivalents $546 $(5 ) k $541
Restricted cash and cash equivalents 552 (6 ) k 546
Receivables, net of allowance of $53 1,880 (93 ) :’ z’ J?’rd’ 1,787
Inventories, net 106 4 ) r 102
Prepaid expenses and other assets 488 — r 488
Revenue earning equipment:
Cars 12,549 (7 ) f,r 12,542
Less accumulated depreciation - cars (1,850 ) (5 ) f (1,855 )
Other equipment 3,240 17 h,r 3,257
Less accumulated depreciation - other equipment (1,042 ) (10 ) h (1,052 )
Revenue earning equipment, net 12,897 5 ) 12,892
Property and equipment:
Land, buildings and leasehold improvements 1,289 (65 ) i,1,q 1,224
Service equipment and other 1,261 (202 ) L, Lr 1,059
Less accumulated depreciation (1,114 ) 90 L,1r (1,024 )
Property and equipment, net 1,436 77 ) 1,259
Other intangible assets, net 4,030 150 I r 4,180
Goodwill 1,329 4 q 1,333
Total assets $23.264 $(136 ) $23.128
LIABILITIES AND EQUITY
Accounts payable $1,003 $33 k,p, r $1,036
Accrued liabilities 1,163 50 jo,qr 1,213
Accrued taxes, net 145 2 r 147
Debt 15,449 — 15,449
Public liability and property damage 332 1 r 333
Deferred taxes on income, net 2,686 (67 ) s 2,619
Total liabilities 20,778 19 20,797
Commitments and contingencies
Equity:
Preferred Stock, $0.01 par value, 200 shares authorized, no shares
issued and outstanding o o o
Common Stock, $0.01 par value, 2,000 shares authorized, 422 4 . 4
shares issued and 422 million outstanding
Additional paid-in capital 3,234 — 3,234
Accumulated deficit (725 ) (159 ) a-t (884 )
Accumulated other comprehensive loss 27 ) 4 t (23 )
Total equity 2,486 (155 ) 2,331
Total liabilities and equity $23.264 $(136 ) $23,128
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CONSOLIDATED STATEMENT OF OPERATIONS
(In millions, except per share data)

For the Year Ended December 31, 2013

As
Previously
Reported
Revenues:
Worldwide car rental $8,707
Worldwide equipment rental 1,538
All other operations 527
Total revenues 10,772
Expenses:
Direct operating 5,752

Depreciation of revenue earning equipment and lease charges, net 2,526

Selling, general and administrative 1,022
Interest expense, net 704
Other (income) expense, net 105
Total expenses 10,109
Income (loss) before income taxes 663
(Provision) benefit for taxes on income (loss) (317
Net income (loss) $346
Weighted average shares outstanding (in millions):

Basic 422
Diluted 464
Earnings per share:

Basic $0.82
Diluted $0.76
101

Restatement
Adjustment

$2
1

3

25

31

3
63
(60
16

$ (44

Ref

a,b,g,

c, T

d’ c, f, j’
m, n, p,
g1, t

a, b,c,
d’ e9 i) j’
o,p,q,

on ]

As Restated

$8,709

1,539
527
10,775

5,777

2,533

1,053

707

102

10,172

603

(301 )
$302

422
464

$0.72
$0.67
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CONSOLIDATED STATEMENT OF OPERATIONS
(In millions, except per share data)

For the Year Ended December 31, 2012

As
Previously
Reported
Revenues:
Worldwide car rental $7,162
Worldwide equipment rental 1,385
All other operations 478
Total revenues 9,025
Expenses:
Direct operating 4,806

Depreciation of revenue earning equipment and lease charges, net 2,129

Selling, general and administrative 968
Interest expense, net 645
Other (income) expense, net 36
Total expenses 8,584
Income (loss) before income taxes 441
(Provision) benefit for taxes on income (loss) (202
Net income (loss) $239
Weighted average shares outstanding:

Basic 420
Diluted 448
Earnings per share:

Basic $0.57
Diluted $0.53
102

Restatement
Adjustment

$(9
3

(12

55

¢!

10

2
64
(76
21
$(55

Ref

a,b,g,

c, T

d’ c, f, j’
m, n, o,
p.q, 1t

a,b,c,
d’ e9 i) j’
0,p.q,

==

As Restated

$7,153

1,382
478
9,013

4,861

2,128

978

647
34
8,648
365
(181
$184

420
448

$0.44
$0.41
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CONSOLIDATED STATEMENT OF CASH FLOWS
(In millions)

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
Depreciation of revenue earning equipment, net
Depreciation and amortization, non-fleet assets
Amortization and write-off of deferred financing costs
Amortization and write-off of debt discount
Stock-based compensation charges

Loss on disposal of business

Loss on extinguishment of debt

Provision for receivables allowance

Deferred taxes on income
Impairment charges and asset write-downs
Other

Changes in assets and liabilities, net of effects of acquisition:

Receivables

Inventories, prepaid expenses and other assets
Accounts payable

Accrued liabilities

Accrued taxes

Public liability and property damage

Net cash provided by (used in) operating activities
Cash flows from investing activities:

Net change in restricted cash and cash equivalents
Revenue earning equipment expenditures
Proceeds from disposal of revenue earning equipment
Capital asset expenditures, non-fleet

Proceeds from disposal of property and equipment
Acquisitions, net of cash acquired

Equity method investment

Other investing activities

Net cash provided by (used in) investing activities

103

For the Year Ended December 31, 2013

As Previously Restatement
Adjustment

Reported

$346

2,445
327
56

13
35

4

35

71

241
40
(4

(60

(28
23

25

24

4
3,589

(308
(10,298
7,264
(315

73

41
(213

(1
(3,839

$(44

(14

2

¢!
31

EESIVS I S}

)

Ref

a,b,c,d,
e f,g1,j,
m ,n, o, p,
g1, 8

f,r, ]
1, T

a,b,c,d,

e, 8] T
I, S

r

a,b,c,d,
e g]r
n,r
k,p,r
0,q,r

S, j

r

As Restated

$302

2,452
339
56

12
35

35
71

227
40
(6

(53

(29
54

29

26

(1
3,593

(315
(10,289
7,256
(327

81

41
(213

2
(3,850

R N
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CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
(In millions)
For the Year Ended December 31, 2013

As Previously Restatement Ref  As Restated

Reported Adjustment
Cash flows from financing activities:
Proceeds from issuance of long-term debt 2,275 — 2,275
Repayments of long-term debt (1,045 ) — (1,045 )
Short-term borrowings:
Proceeds 596 — 596
Payments (1,018 ) — (1,018 )
Proceeds under the revolving lines of credit 9,012 — 9,012
Payments under the revolving lines of credit (9,104 ) — (9,104 )
Purchase of treasury shares (555 ) — (555 )
Payment of financing costs (54 ) — (54 )
Other 20 — 20
Net cash provided by financing activities 127 — 127
Effect of foreign exchange rate changes on cash and cash
equivalents o o o
Net change in cash and cash equivalents during the period (123 ) (7 ) (130 )
Cash and cash equivalents at beginning of period 546 « ) k 541
Cash and cash equivalents at end of period $423 $(12 ) k $411
104
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONSOLIDATED STATEMENT OF CASH FLOWS
(In millions)

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
Depreciation of revenue earning equipment, net
Depreciation and amortization, non-fleet assets
Amortization and write-off of deferred financing costs
Amortization and write-off of debt discount
Stock-based compensation charges

Loss on disposal of business

Provision for receivables allowance

Deferred taxes on income
Other

Changes in assets and liabilities, net of effects of acquisition:

Receivables

Inventories, prepaid expenses and other assets
Accounts payable

Accrued liabilities

Accrued taxes

Public liability and property damage

Net cash provided by (used in) operating activities
Cash flows from investing activities:

Net change in restricted cash and cash equivalents
Revenue earning equipment expenditures
Proceeds from disposal of revenue earning equipment
Capital asset expenditures, non-fleet

Proceeds from disposal of property and equipment
Acquisitions, net of cash acquired

Proceeds from disposal of business

Other investing activities

Net cash provided by (used in) investing activities
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
(In millions)
For the Year Ended December 31, 2012

As Previously Restatement Ref  As Restated

Reported Adjustment
Cash flows from financing activities:
Proceeds from issuance of long-term debt 2,237 — 2,237
Repayments of long-term debt (952 ) — (952 )
Short-term borrowings:
Proceeds 438 — 438
Payments (1,280 ) — (1,280 )
Proceeds under the revolving lines of credit 6,464 — 6,464
Payments under the revolving lines of credit (5,190 ) — (5,190 )
Purchase of noncontrolling interest (38 ) — (38 )
Payment of financing costs (49 ) — (49 )
Other 5 ) (1 ) 6 )
Net cash provided by financing activities 1,625 (1 ) 1,624
Effect of foreign exchange rate changes on cash and cash 6 . 6
equivalents
Net change in cash and cash equivalents during the period (386 ) 8 (378 )
Cash and cash equivalents at beginning of period 932 (13 ) k 919
Cash and cash equivalents at end of period $546 $65 ) k $541

Note 3—Summary of Critical and Significant Accounting Policies
Accounting Principles

The Company’s consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”).

In 2014, the Company changed its method of calculating the market-related value of pension assets for the U.S. Plan
for purposes of determining the expected return on plan assets and accounting for asset gains and losses. The new
method uses fair value instead of the calculated market-related value that has been used historically. The Company
believes this method is preferable as it represents fair value as of the balance sheet date. This change in accounting
principle was applied retroactively to all prior periods. In connection with the change in accounting principle, the
Company determined that the calculated market-related value was not properly valued subsequent to the 2005
purchase accounting applied when the Company was sold by Ford Motor Company to a consortium of private equity
investors and therefore a portion of the cumulative impact on expense due to the change in asset method has been
deemed a correction of an error. The cumulative impact from 2005-2014 is an increase in accumulated other
comprehensive loss and a decrease in the accumulated deficit of $27 million ($17 million, net of tax), $24 million
($15 million, net of tax) of which has been deemed to be due to the change in accounting principle, and $3 million ($2
million, net of tax) is attributable to the correction of an error. See Note 7, "Employee Retirement Benefits" for more
details on the impact of the change in accounting principle on the Company's financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Principles of Consolidation

The consolidated financial statements include the accounts of Hertz Holdings and its wholly owned and majority
owned U.S. and international subsidiaries. In the event that the Company is a primary beneficiary of a variable interest
entity, the assets, liabilities, and results of operations of the variable interest entity are included in the Company's
consolidated financial statements. The Company accounts for its investment in CAR, Inc. and other immaterial
investments in joint ventures using the equity method when it has significant influence but not control and is not the
primary beneficiary. All significant intercompany transactions have been eliminated in consolidation.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with U.S.GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and footnotes. Actual results could differ
materially from those estimates.

Significant estimates inherent in the preparation of the consolidated financial statements include depreciation of
revenue earning equipment, reserves for litigation and other contingencies, accounting for income taxes and related
uncertain tax positions, pension and postretirement benefit costs, the fair value of assets and liabilities acquired in
business combinations, the recoverability of long-lived assets, useful lives and impairment of long-lived tangible and
intangible assets including goodwill, valuation of stock-based compensation, public liability and property damage
reserves, reserves for restructuring, allowance for doubtful accounts, and fair value of financial instruments, among
others.

Critical Accounting Policies
Acquisitions

The Company records acquisitions resulting in the consolidation of an enterprise using the acquisition method of
accounting. Under this method, the acquiring company records the assets acquired, including intangible assets that can
be identified and named, and liabilities assumed based on their estimated fair values at the date of acquisition. The
purchase price in excess of the fair value of the identifiable assets acquired and liabilities assumed is recorded as
goodwill. If the assets acquired, net of liabilities assumed, are greater than the purchase price paid then a bargain
purchase has occurred and the Company will recognize the gain immediately in earnings. Among other sources of
relevant information, the Company may use independent appraisals and actuarial or other valuations to assist in
determining the estimated fair values of the assets and liabilities. Various assumptions are used in the determination of
these estimated fair values including discount rates, market and volume growth rates, expected royalty rates, EBITDA
margins and other prospective financial information. Transaction costs associated with acquisitions are expensed as
incurred.

Revenue Earning Equipment
Revenue earning equipment is stated at cost, net of related discounts. Generally, holding periods are as follows:

Rental cars 6 to 36 months
Other equipment 24 to 108 months
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Generally, when revenue earning equipment is acquired outside of a car repurchase program, the Company estimates
the period that the Company will hold the asset, primarily based on historical measures of the amount of rental activity
(e.g., automobile mileage and equipment usage) and the targeted age of equipment at the time of disposal. The
Company also estimates the residual value of the applicable revenue earning equipment at the expected time of
disposal. The residual values for rental vehicles are affected by many factors, including make, model and options, age,
physical condition, mileage, sale location, time of the year and channel of disposition (e.g., auction, retail, dealer
direct). The residual value for rental equipment is affected by factors which include equipment age and amount of
usage. Depreciation is recorded over the estimated holding period. Depreciation rates are reviewed on a quarterly basis
based on management's ongoing assessment of present and estimated future market conditions, their effect on residual
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values at the time of disposal and the estimated holding periods. Market conditions for used vehicle and equipment
sales can also be affected by external factors such as the economy, natural disasters, fuel prices and incentives offered
by manufacturers of new cars. These key factors are considered when estimating future residual values and assessing
depreciation rates. As a result of this ongoing assessment, the Company makes periodic adjustments to depreciation
rates of revenue earning equipment in response to changing market conditions. Upon disposal of revenue earning
equipment, depreciation expense is adjusted for the difference between the net proceeds received and the remaining
net book value.

Under the Company's car repurchase programs, the manufacturers agree to repurchase cars at a specified price or
guarantee the depreciation rate on the cars during established repurchase or auction periods, subject to, among other
things, certain car condition, mileage and holding period requirements. Guaranteed depreciation programs guarantee
on an aggregate basis the residual value of the cars covered by the programs upon sale according to certain parameters
which include the holding period, mileage and condition of the cars. These repurchase and guaranteed depreciation
programs limit the Company's residual risk with respect to cars purchased under the programs and allow us to
determine depreciation expense in advance, however, typically the acquisition cost is higher for these program cars.

Donlen's revenue earning equipment is leased under long term agreements with customers. These leases contain
provisions whereby the Donlen has a contracted residual value guaranteed by the lessee, such that Donlen does not
experience any gains or losses on the disposal of these vehicles or adjustments to depreciation rates during the holding
period.

The Company continually evaluates revenue earning equipment to determine whether events or changes in
circumstances have occurred that may warrant revision of the estimated useful life or whether the equipment should
be evaluated for possible impairment. The Company uses a combination of the undiscounted cash flows and market
approaches in assessing whether an asset has been impaired. The Company measures impairment losses based upon
the amount by which the carrying amount of the asset exceeds the fair value.

During 2014, the Company decided to sell certain revenue earning equipment in its equipment rental business which
has been categorized as held for sale. As a result, the Company determined the fair value of these assets and recorded
an impairment charge of $10 million.

During 2013, FSNA, the parent of Simply Wheelz LLC, or "Simply Wheelz," the owner and operator of Hertz’s
divested Advantage brand, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. As a result,
Hertz performed an impairment analysis of the vehicles subleased to Simply Wheelz and recorded an impairment
charge of $40 million.

Public Liability and Property Damage

The obligation for public liability and property damage on self-insured U.S. and international vehicles and equipment
represents an estimate for both reported accident claims not yet paid, and claims incurred but not yet reported. The
related liabilities are recorded on a non-discounted basis. Reserve requirements are based on actuarial evaluations of
historical accident claim experience and trends, as well as future projections of ultimate losses, expenses, premiums
and administrative costs. The adequacy of the liability is periodically monitored based on evolving accident claim
history and insurance-related state legislation changes. If the Company's estimates change or if actual results differ
from these assumptions, the amount of the recorded liability is adjusted to reflect these results.

211



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Defined Benefit Pension Plans and Other Employee Benefits

The Company has defined benefit plans that cover various employees. The Company also participates in
multi-employer defined benefit plans for which Hertz is not the sponsor. For the Company sponsored plans, the
relevant accounting guidance requires that management make certain assumptions relating to discount rates, salary
growth, long-term return on plan assets, retirement rates, mortality rates and other factors. The Company believes that
the accounting estimates related to its pension are critical accounting estimates, because they are susceptible to change
from period to period based on the performance of plan assets, actuarial valuations, market conditions and contracted
benefit changes. The selection of assumptions is based on historical trends and known economic and market
conditions at the time of valuation, as well as independent studies of trends performed by the Company’s actuaries.
However, actual
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results may differ substantially from the estimates that were based on the critical assumptions. The Company uses a
December 31 measurement date for all of the plans.

Actual results that differ from the Company's assumptions are accumulated and amortized over future periods and,
therefore, generally affect its recognized expense in such future periods. Significant differences in actual experience or
significant changes in assumptions would affect the Company's pension costs and obligations. The Company
recognizes the funded status of each defined benefit pension plan in the consolidated balance sheet. Each overfunded
plan is recognized as an asset, and each underfunded plan is recognized as a liability. Pension plan liabilities are
revalued annually based on updated assumptions and information about the individuals covered by the plan. For
pension plans, if accumulated actuarial gains and losses are in excess of a 10 percent corridor, the prior service cost
and the transition asset are amortized on a straight-line basis from the date recognized over the average remaining
service period of active participants.

The Company maintains reserves for employee medical claims, up to its insurance stop-loss limit, and workers’
compensation claims. These are regularly evaluated and revised, as needed, based on a variety of information,
including historical experience, actuarial estimates and current employee statistics.

Recoverability of Goodwill and Intangible Assets

On an annual basis and at interim periods when circumstances require, the Company tests the recoverability of its
goodwill and indefinite-lived intangible assets. The Company utilizes the two-step impairment analysis and elects not
to use the qualitative assessment or “step zero” approach. In the two-step impairment analysis, the Company compares
the carrying value of each identified reporting unit to its fair value. If the carrying value of the reporting unit is greater
than its fair value, the second step is performed, where the implied fair value of goodwill is compared to its carrying
value. The Company recognizes an impairment charge for the amount by which the carrying amount of goodwill
exceeds its implied fair value. The fair values of the reporting units are estimated using the net present value of
discounted cash flows generated by each reporting unit and incorporate various assumptions related to discount and
growth rates specific to the reporting unit to which they are applied. The Company’s discounted cash flows are based
upon reasonable and appropriate assumptions, which are weighted for their likely probability of occurrence, about the
underlying business activities of the Company’s reporting units.

Finite Lived Intangible Assets

Intangible assets include concession agreements, technology, customer relationships, trademarks and trade-names and
other intangibles. Intangible assets with finite lives are amortized using the straight-line method over the estimated
economic lives of the assets, which range from two to fifteen years. Long-lived assets, including intangible assets with
finite lives, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable. Determination of recoverability is based on an estimate of
undiscounted future cash flows resulting from the use of the asset and its eventual disposition. Measurement of an
impairment loss for long-lived assets that management expects to hold and use is based on the estimated fair value of
the asset. Long-lived assets to be disposed of are reported at the lower of carrying amount or estimated fair value less
costs to sell.

Financial Instruments
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The Company is exposed to a variety of market risks, including the effects of changes in interest rates, gasoline and
diesel fuel prices and foreign currency exchange rates. The Company manages exposure to these market risks through
regular operating and financing activities and, when deemed appropriate, through the use of financial instruments.
Financial instruments are viewed as risk management tools and have not been used for speculative or trading
purposes. In addition, financial instruments are entered into with a diversified group of major financial institutions in
order to manage the Company's exposure to counterparty nonperformance on such instruments. The Company
accounts for all financial instruments in accordance with U.S.GAAP, which requires that they be recorded on the
balance sheet as either assets or liabilities measured at their fair value. For financial instruments that are designated
and qualify as hedging instruments, the Company designates the hedging instrument, based upon the exposure being
hedged, as either a fair value hedge or a cash flow hedge. The effective portion of changes in fair value of financial
instruments designated as cash flow hedging instruments is recorded as a component of other comprehensive income
(loss). Amounts included in accumulated other comprehensive income (loss) for cash flow hedges are reclassified into
earnings
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in the same period that the hedged item is recognized in earnings. The ineffective portion of changes in the fair value
of financial instruments designated as cash flow hedges is recognized currently in earnings within the same line item
as the hedged item, based upon the nature of the hedged item. For financial instruments that are not part of a qualified
hedging relationship, the changes in their fair value are recognized currently in earnings.

Stock-Based Compensation

The Company measures the cost of employee services received in exchange for an award of equity instruments based
on the grant date fair value of the award. That cost is to be recognized over the period during which the employee is
required to provide service in exchange for the award. The Company has estimated the fair value of options issued at
the date of grant using a Black-Scholes option-pricing model, which includes assumptions related to volatility,
expected life, dividend yield and risk-free interest rate.

The Company accounts for restricted stock unit and performance stock unit awards as equity classified awards. For
restricted stock units the expense is based on the grant-date fair value of the stock and the number of shares that vest,
recognized over the service period. For performance stock units the expense is based on the grant-date fair value of the
stock, recognized over a two to four year service period depending upon the applicable performance condition. For
performance stock units, the Company re-assesses the probability of achieving the applicable performance condition
each reporting period and adjusts the recognition of expense accordingly.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be recovered or settled. The effect of a change in tax rates is recognized in
the statement of operations in the period that includes the enactment date. Valuation allowances are recorded to reduce
deferred tax assets when it is more likely than not that a tax benefit will not be realized. Subsequent changes to
enacted tax rates and changes to the global mix of earnings will result in changes to the tax rates used to calculate
deferred taxes and any related valuation allowances. Provisions are not made for income taxes on undistributed
earnings of international subsidiaries that are intended to be indefinitely reinvested outside the United States or are
expected to be remitted free of taxes. Future distributions, if any, from these international subsidiaries to the United
States or changes in U.S. tax rules may require recording a tax on these amounts. The Company has recorded a
deferred tax asset for unutilized net operating loss carryforwards in various tax jurisdictions. Upon utilization, the
taxing authorities may examine the positions that led to the generation of those net operating losses. If the utilization
of any of those losses are disallowed a deferred tax liability may have to be recorded.

Significant Accounting Policies

Revenue Recognition

The Company derives revenue through rental activities by the operations and licensing of the Hertz, Dollar, Thrifty
and Firefly brands under franchise agreements. The Company also derives revenue from other forms of rental related
activities, such as sales of loss damage waivers, insurance products, fuel and fuel service charges, navigation units,

new equipment sales and other consumable items. Revenue is recognized when persuasive evidence of an arrangement
exists, the services have been rendered to customers, the pricing is fixed or determinable and collection is reasonably
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assured.

Franchise fees are based on a percentage of net sales of the franchised business and are recognized as earned and when
collectability is reasonably assured. Initial franchise fees are recorded as deferred income when received and are
recognized as revenue when all material services and conditions related to the franchise fee have been substantially
performed. Renewal franchise fees are recognized as revenue when the license agreements are effective and
collectability is reasonably assured.
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Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and highly liquid investments with an original maturity of three
months or less.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents includes cash and cash equivalents that are not readily available for the

Company's normal disbursements. Restricted cash and cash equivalents are restricted for the purchase of revenue
earning vehicles and other specified uses under the Company's Fleet Debt facilities, for its Like-Kind Exchange
Program, or “LKE Program” and to satisfy certain of its self-insurance regulatory reserve requirements. These funds are
primarily held in highly rated money market funds with investments primarily in government and corporate

obligations.

Receivables

Receivables are stated net of allowances and primarily represent credit extended to car manufacturers and customers
that satisfy defined credit criteria. The estimate of the allowance for doubtful accounts is based on the Company's
historical experience and its judgment as to the likelihood of ultimate payment. Actual receivables are written-off
against the allowance for doubtful accounts when the Company determines the balance will not be collected.
Estimates for future credit memos are based on historical experience and are reflected as reductions to revenue, while
bad debt expense is reflected as a component of "Direct Operating” in the consolidated statements of operations.

Property and Equipment

Property and equipment are stated at cost and are depreciated utilizing the straight-line method over the estimated
useful lives of the related assets. Useful lives are as follows:

Buildings 5 to 50 years
Furniture and fixtures 1 to 15 years
Service cars and service equipment 1 to 13 years
Leasehold improvements The lesser of the economic life or the lease term

The Company follows the practice of charging maintenance and repairs, including the cost of minor replacements, to
maintenance expense. Costs of major replacements of units of property are capitalized to property and equipment
accounts and depreciated.

2014 impairments and asset write-downs
During the second quarter 2014, the Company terminated a business relationship. As a result, the Company performed
an analysis of the assets associated with the terminated business relationship and wrote-off the assets in the amount of

$10 million.

During the third quarter 2014, the Company deemed its previous corporate headquarters building to be held for sale.
As aresult, the Company determined the fair value of the building and recorded an impairment charge of $13 million.
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During the fourth quarter 2014, the Company wrote-down $14 million of service equipment that was deemed to not
have a future useful life in its operations.

Fair Value Measurements
Generally accepted accounting principles define fair value as the price that would be received to sell an asset or be
paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit price)

and establishes a fair value hierarchy that prioritizes the inputs used to measure fair value using the following
definitions (from highest to lowest priority):
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Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities.

Level 2 - Observable inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly, including quoted prices for similar assets and liabilities in active markets; quoted
prices for identical or similar assets and liabilities in markets that are not active; or other inputs that are observable or
can be corroborated by observable market data by correlation or other means.

Level 3 - Prices or valuation techniques requiring inputs that are both significant to the fair value measurement and
unobservable.

Environmental Liabilities

The use of automobiles and other vehicles is subject to various governmental controls designed to limit environmental
damage, including those caused by emissions and noise. Generally, these controls are met by the manufacturer, except
in the case of occasional equipment failure requiring repair. Liabilities for these expenditures are recorded at
undiscounted amounts when it is probable that obligations have been incurred and the amounts can be reasonably
estimated.

Asset Retirement Obligations

The Company maintains a liability for asset retirement obligations. Asset retirement obligations are legal obligations
to perform certain activities in connection with the retirement, disposal or abandonment of long-lived assets. The
Company’s asset retirement obligations are primarily related to the removal of underground gasoline storage tanks and
the restoration of its rental facilities. The asset retirement obligations are measured at discounted fair values at the
time the liability is incurred. Accretion expense is recognized as an operating expense using the credit-adjusted
risk-free interest rate in effect when the liability was recognized. The associated asset retirement obligations are
capitalized as part of the carrying amount of the long-lived asset and depreciated over the estimated remaining useful
life of the asset.

Foreign Currency Translation and Transactions

Assets and liabilities of international subsidiaries whose functional currency is the local currency are translated at the
rate of exchange in effect on the balance sheet date; income and expenses are translated at the average exchange rates
throughout the year. The related translation adjustments are reflected in “Accumulated other comprehensive loss” in the
equity section of the Company's consolidated balance sheets. Foreign currency gains and losses resulting from
transactions are included in earnings.

Advertising

Adpvertising and sales promotion costs are expensed the first time the advertising or sales promotion takes place.
Advertising costs are reflected as a component of “Selling, general and administrative” in the Company's consolidated
statements of operations and for the years ended December 31, 2014, 2013 and 2012 were $199 million, $207 million
and $159 million, respectively.

Concentration of Credit Risk
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The Company's cash and cash equivalents are invested in various investment grade institutional money market
accounts and bank term deposits. Deposits held at banks may exceed the amount of insurance provided on such
deposits. Generally, these deposits may be redeemed upon demand and are maintained with financial institutions with
reputable credit and therefore bear minimal credit risk. The Company seeks to mitigate such risks by spreading the
risk across multiple counterparties and monitoring the risk profiles of these counterparties. In addition, the Company
has credit risk from financial instruments used in hedging activities. The Company limits exposure relating to
financial instruments by diversifying the financial instruments among various counterparties, which consist of major
financial institutions.
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Recent Accounting Pronouncements

Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax
Credit Carryforward Exists

In January 2014, the Company adopted new guidance that clarifies that an unrecognized tax benefit, or a portion of an
unrecognized tax benefit, should be presented in the financial statements as a reduction to a deferred tax asset for a net
operating loss carryforward, a similar tax loss, or a tax credit carryforward if such settlement is required or expected in
the event the uncertain tax position is disallowed. In situations where a net operating loss carryforward, a similar tax
loss, or a tax credit carryforward is not available at the reporting date under the tax law of the applicable jurisdiction
or the tax law of the jurisdiction does not require, and the entity does not intend to use, the deferred tax asset for such
purpose, the unrecognized tax benefit should be presented in the financial statements as a liability and should not be
combined with deferred tax assets. The adoption of this accounting guidance did not have a material impact on the
Company's financial position, results of operations or cash flows.

Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity

In April 2014, the FASB issued guidance that changes the criteria for reporting discontinued operations. As a result of
this guidance, only disposals of a component that represent a strategic shift that have, or will have, a major effect on
the Company’s operations and financial results will be reported as a discontinued operation. Expanded disclosures are
required for discontinued operations and for individually significant components that do not qualify for discontinued
operations reporting. This guidance is effective on a prospective basis for fiscal years beginning after December 15,
2014 and interim periods within those years. This new guidance is not expected to have a material impact on the
Company's financial position, results of operations or cash flows.

Revenue from Contracts with Customers

In May 2014, the FASB issued guidance that will replace most existing revenue recognition guidance in U.S. GAAP.
The core principle of the guidance is that an entity should recognize revenue for the transfer of goods or services equal
to the amount that it expects to be entitled to receive for those goods or services. The guidance requires additional
disclosure about the nature, amount, timing and uncertainty of revenue and cash flows arising from customer
contracts, including significant judgments and changes in judgments. The new guidance may be adopted on either a
full or modified retrospective basis. As issued, the guidance is effective for annual reporting periods beginning after
December 15, 2016, including interim periods within those reporting periods. In April 2015, the FASB issued a
proposal to defer the effective date of the guidance until annual and interim reporting periods beginning after
December 15, 2017. The Company is in the process of determining the method of adoption and assessing the potential
impacts of adopting this guidance on its financial position, results of operations and cash flows.

Accounting for Share-Based Payments When the Terms of an Award Provide That a Performance Target Could be
Achieved after the Requisite Service Period

In June 2014, the FASB issued guidance that requires that a performance target in a share-based payment award that
affects vesting and that can be achieved after the requisite service period is completed is to be accounted for as a
performance condition; therefore, compensation cost should be recognized in the period in which it becomes probable
that the performance target will be achieved, and the amount of compensation cost recognized should be based on the
portion of the service period fulfilled. The guidance is effective either prospectively or retrospectively for annual
periods beginning after December 15, 2015 and interim periods within those annual periods. The Company is in the
process of determining the potential impacts of adopting this guidance on its financial position, results of operations
and cash flows.

Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern

In August 2014, the FASB issued guidance that requires management to assess an entity’s ability to continue as a
going concern and provide related footnote disclosures. This guidance was adopted early, as permitted, as of
December 31, 2014 and did not have a material impact on the Company's financial position, results of operations or
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Note 4—Goodwill and Other Intangible Assets
Goodwill

At October 1, 2014 and 2013, the Company performed its annual goodwill impairment test and determined that no
impairment existed for the years ended December 31, 2014 and 2013.

The following summarizes the changes in the Company's goodwill, by segment:

i US Car International Wor.ldw1de All Other
(In millions) Equipment . Total
Rental Car Rental Operations
Rental
Balance as of January 1, 2014
Goodwill $1,012 $254 $772 $35 $2,073
Accumulated impairment losses — (46 ) (675 ) — (721 )
1,012 208 97 35 1,352
Goodwill acquired during the period 13 — — — 13
Adjustments to previously recorded
- : — (1 ) — — (1 )
purchase price allocation
Other changes during the period® — 5 ) — — 5 )
13 (6 ) — — 7
Balance as of December 31, 2014
Goodwill 1,025 248 772 35 2,080
Accumulated impairment losses — (46 ) (675 ) — (721 )
$1,025 $202 $97 $35 $1,359
(As restated)
e U.S. Car International WOI‘.ldWIdC All Other
(In millions) Equipment . Total
Rental Car Rental Operations
Rental
Balance as of January 1, 2013
Goodwill $998 $249 $772 $35 $2,054
Accumulated impairment losses — (46 ) (675 ) — (721 )
998 203 97 35 1,333
Goodwill acquired during the period 1 4 — — 5
Adjustments to previously recorded
. . 13 — — — 13
purchase price allocation
Other changes during the period® — 1 — —
14 5 — — 19
Balance as of December 31, 2013
Goodwill 1,012 254 772 35 2,073
Accumulated impairment losses — (46 ) (675 ) — (721 )
$1,012 $208 $97 $35 $1,352

(a)Primarily consists of foreign currency adjustments.
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Other Intangible Assets

At October 1, 2014 and 2013, the Company performed its annual test of recoverability of indefinite-lived intangible
assets. The Company determined that the respective carrying values of its indefinite-lived intangible assets did not
exceed their estimated fair values and therefore no impairment existed.

Other intangible assets, net, consisted of the following major classes:

(In millions)

Amortizable intangible assets:
Customer-related

Concession rights
Technology-related intangibles®
Other®

Total

Indefinite-lived intangible assets:
Trade name

Other(©

Total

Total other intangible assets, net

(In millions)

Amortizable intangible assets:
Customer-related

Concession rights
Technology-related intangibles®
Other®

Total

Indefinite-lived intangible assets:
Trade name

Other(©

Total

Total other intangible assets, net

December 31, 2014

Gross
Carrying
Amount

$692
410
338
78
1,518

3,330
22
3,352
$4,870

Accumulated
Amortization

$(568 )
97 )
(147 )
(49 )
(861 )

$(861 )

December 31, 2013

Gross
Carrying
Amount

(As Restated)

$693
410
311
63
1,477

3,330
20
3,350
$4,827

Accumulated
Amortization
(As Restated)

$(502 )
(49 )
(114 )
(38 )
(703 )

$(703 )

Net
Carrying
Value

$124
313
191
29
657

3,330
22
3,352
$4,009

Net

Carrying
Value

(As Restated)

$191
361
197
25
774

3,330
20
3,350
$4,124

(a) Technology-related intangibles include software not yet placed into service, therefore, there is no associated

amortization.

(b) Other amortizable intangible assets primarily include the Donlen trade name and non-compete agreements.
(c) Other indefinite-lived intangible assets primarily consist of reacquired franchise rights.
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Amortization of other intangible assets for the years ended December 31, 2014, 2013 and 2012 was $159 million,
$151 million and $106 million, respectively. Based on its amortizable intangible assets as of December 31, 2014, the

Company expects amortization expense to be approximately $153 million in 2015, $95 million in 2016, $76 million in
2017, $70 million in 2018, $65 million in 2019 and $152 million thereafter.
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Note 5—Acquisitions and Divestitures
Acquisitions
CAR, Inc.

In 2013, Hertz entered into definitive agreements with CAR, Inc. formerly operating as China Auto Rental Holdings,
Inc., and related parties pursuant to which Hertz made a strategic investment in CAR, Inc., the largest car rental
company in China. Pursuant to the transaction, Hertz invested cash and contributed its China Rent-a-Car entities to
CAR, Inc. In return for its investment, Hertz received common stock in CAR, Inc. and convertible debt securities in
the amount of $236 million.

In April 2014, the Company converted the debt securities into common stock of CAR, Inc. In September 2014, CAR,
Inc. launched its initial public offering ("IPO") on the Hong Kong stock exchange and in conjunction with the IPO,
Hertz invested an additional $30 million to purchase equity shares. As a result of the IPO and its additional
investment, Hertz owns approximately 16% of CAR, Inc. Hertz accounts for this investment under the equity method
based on its ability to exercise significant influence over CAR, Inc. and presents this investment within "Prepaid
expenses and other assets."

Dollar and Thrifty Franchises

In August 2014, the Company acquired substantially all of the assets of certain Dollar and Thrifty franchisees
including existing fleets and contract and concession rights for $62 million. The acquisition was part of a strategic
decision to increase its Hertz-owned locations and capitalize on certain benefits of ownership not available to the
Company under a franchise agreement. The acquisition was accounted for utilizing the acquisition method of
accounting where the purchase price of the franchises was allocated based on estimated fair values of the assets
acquired and liabilities assumed. The excess of the purchase price over the estimated fair value of the net tangible and
intangible assets acquired was recorded as goodwill.

Dollar Thrifty Acquisition

On November 19, 2012, Hertz Holdings completed the Dollar Thrifty acquisition pursuant to the terms of the Merger
Agreement with Dollar Thrifty and HDTMS, Inc., or "Merger Sub," a wholly owned Hertz subsidiary. In accordance
with the terms of the Merger Agreement, Merger Sub completed a tender offer in which it purchased a majority of the
shares of Dollar Thrifty common stock then outstanding at a price equal to $87.50 per share in cash. Merger Sub
subsequently acquired the remaining shares of Dollar Thrifty common stock by means of a short-form merger in
which such shares were converted into the right to receive the same $87.50 per share in cash paid in the tender offer.
The total purchase price was approximately $2,592 million, which was comprised of $2,551 million of cash, including
the Company's use of approximately $404 million of cash and cash equivalents available from Dollar Thrifty, and the
fair value of its previously held equity interest in Dollar Thrifty of $41 million. As a result of re-measuring to fair
value the Company's equity interest previously held in Dollar Thrifty immediately before the acquisition date, the
Company recognized a gain of approximately $8 million in its consolidated statements of operations within "Other
(income) expense, net." As a condition of the Merger Agreement, and pursuant to a divestiture agreement reached
with the Federal Trade Commission, Hertz divested its Simply Wheelz subsidiary, which owned and operated the
Advantage brand, and secured for the buyer of Advantage certain Dollar Thrifty on-airport car rental concessions.
Dollar Thrifty is now a wholly-owned subsidiary of Hertz.
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The Dollar Thrifty acquisition has been accounted for utilizing the acquisition method, which requires an allocation of
the purchase price of the acquired entity to the assets acquired and liabilities assumed based on their estimated fair
values from a market-participant perspective at the date of acquisition. During the measurement period (which was not
to exceed one year from the acquisition date), the Company was required to retrospectively adjust the preliminary
amounts recognized to reflect new information obtained about facts and circumstances that existed as of the
acquisition date that, if known, would have affected the measurement of the amounts recognized as of that date.
Adjustments to the preliminary purchase price allocation were made to reflect finalized estimates of the fair value of
the assets acquired and liabilities assumed at November 19, 2012. These revisions primarily related to the valuation of
certain contracts, accrued liabilities and income taxes, and the resulting changes to goodwill. Prior period financial
statements were not
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revised for these adjustments as they would not have made a material impact on the prior period reported operating
results and financial condition. The allocation of the purchase price has been finalized as of November 19, 2013 as
reflected within these consolidated financial statements. The fair values of the assets acquired and liabilities assumed
were determined using the income, cost and market approaches. The fair values of acquired trade names and
concession agreements were estimated using the income approach which values the subject asset using the projected
cash flows to be generated by the asset, discounted at a required rate of return that reflects the relative risk of
achieving the cash flow and the time value of money. The cost approach was utilized in combination with the market
approach to estimate the fair values of property, plant and equipment and reflects the estimated reproduction or
replacement costs for the assets, less an allowance for loss in value due to depreciation. The cost approach was
utilized in combination with the market approach to estimate the fair values of most working capital accounts.

The following summarizes the fair values of the assets acquired and liabilities assumed in the acquisition based on
their estimated fair values as of the close of the acquisition (in millions):

Cash and cash equivalents $535
Restricted cash and cash equivalents 307
Receivables 170
Inventories 8

Prepaid expenses and other assets 41

Revenue earning equipment 1,614
Property and equipment 119

Other intangible assets 1,545

Other assets 35

Goodwill 889
Accounts payable (43 )
Accrued liabilities (298 )
Deferred taxes on income (846 )
Debt (1,484 )
Total $2,592

The identifiable intangible assets of $1,545 million consist of $1,140 million of trade names with an indefinite life and
$405 million of concession agreements. The concession agreements will be amortized over their expected useful lives
of nine years on a straight-line basis.

The excess of the purchase price over the net tangible and intangible assets acquired resulted in goodwill of $889
million which is attributable to the synergies and economies of scale provided to a market participant. The goodwill
recorded in connection with this transaction is not deductible for income tax purposes. All such goodwill is reported in
the U.S. car rental segment.
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Actual and Pro forma Impact of Acquisitions

The pro forma information for December 31, 2012 is unaudited and assumes that Dollar Thrifty was consolidated for
the entire 2012 fiscal year. The following results do not purport to project the future results of operations of the
combined entity nor do they reflect the expected realization of any cost savings associated with the acquisition.

N Earnings
k
(in millions) Revenue (loss) *
Actual from 11/19/12 - 12/31/12 (Dollar Thrifty only)™® $171 $26 )
Pro forma from 1/1/12 - 12/31/12 (combined entity - As Restated)? 10,185 350

* The pro forma information has been revised to reflect the correction of misstatements for the year ended
December 31, 2012. See Note 2, "Restatement” for more information on the restatement.

Dollar Thrifty's actual earnings for the period were impacted by certain charges related to the amortization expense
associated with the acquired intangible assets and non-recurring compensation costs in connection with the merger.
Combines the historical results of Hertz Holdings and Dollar Thrifty including the effects of the following pro
forma adjustments:

ey
2

Additional amortization expense of $39 million related to the fair value of identifiable intangible assets acquired.
Additional interest expense of $73 million associated with the new debt used to finance the Dollar Thrifty acquisition.
Excludes merger related costs incurred in 2012 because the pro forma information shown assumes that the Dollar
Thrifty acquisition had been consummated as of January 1, 2011.

Excludes non-recurring compensation costs and integration costs incurred in 2012 of approximately $47 million
*because the pro forma information shown assumes that the Dollar Thrifty acquisition had been consummated as of
January 1, 2011.

Excludes the loss incurred in 2012 from the Advantage disposition because the pro forma information shown assumes
that the Dollar Thrifty acquisition had been consummated as of January 1, 2011.

Excludes 2012 charges related to the impact of divesting Dollar Thrifty locations incurred in connection with the
Dollar Thrifty acquisition because the pro forma information shown assumes that the Dollar Thrifty acquisition had
been consummated as of January 1, 2011.

dmpact of fair value adjustment to revenue earning equipment.

Adjustments to eliminate the results of operations of the Advantage business and locations to be divested where
Dollar Thrifty operated at least one of its brands prior to the consummation of the Dollar Thrifty acquisition.
Including an estimated amount of leasing revenue to be earned by Hertz from leasing vehicles to the buyer of
Advantage. The depreciation and other expenses associated with the vehicles being leased to the buyer of Advantage
have not been eliminated from the pro forma financial statements, as their costs remain as part of Hertz's ongoing
operations associated with owning such vehicles.

All of the above adjustments were adjusted for the applicable tax impact. Hertz has generally assumed a 39% tax rate
when estimating the tax impacts of the Dollar Thrifty acquisition, representing the statutory tax rate for Hertz. The
effective tax rate of the combined company could be significantly different (either higher or lower) depending on
post-Dollar Thrifty acquisition activities, cash needs and the geographical location of businesses.

Divestitures

Divestiture of Selected Dollar Thrifty Airport Locations
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In order to obtain regulatory approval and clearance for the Dollar Thrifty acquisition, Hertz agreed to dispose of
Advantage, and to secure for the buyer of Advantage certain on-airport car rental concessions and related assets at
certain locations where Dollar Thrifty operated at least one of its brands. As of December 31, 2013, Hertz completed
the transfer of all of these Dollar Thrifty locations and had no remaining obligations.

Advantage Divestiture

Pursuant to the terms of a purchase agreement, or the "Simply Wheelz Purchase Agreement," on December 12, 2012,
Hertz completed the sale of Simply Wheelz LLC, or the “Advantage divestiture,” a wholly owned subsidiary of Hertz
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that operated its Advantage Rent A Car business, or “Advantage,” for approximately $16 million, plus the value of
current assets as of the closing date, which was approximately $4 million. Pursuant to the terms of a support
agreement, or the "Simply Wheelz Support Agreement," Hertz also agreed to provide financial support to the buyer of
Advantage in the amount of $17 million over a period of three years from the closing date (with the present value of
$16 million as of December 31, 2012). As a result of the Advantage divestiture, Hertz realized a loss (before income
taxes) of approximately $31 million as of December 31, 2012.

To assist the buyer of Advantage in securing alternative fleet financing arrangements, Hertz entered into a senior note
credit agreement (the “Simply Wheelz Credit Agreement”), pursuant to which Hertz agreed, subject to certain
conditions, to loan Simply Wheelz, on a senior unsecured basis, up to $45 million over 5 years (2.5 years weighted
average life) at varied interest rates up to 13% over the life of the loan. Further, Hertz agreed to sublease vehicles to
the buyer of Advantage for use in continuing the operations of Advantage, for a period no longer than two years from
the closing date. As such, Hertz had significant continuing involvement in the operations of the disposed Advantage
business. Therefore, the operating results associated with the Advantage business are classified as part of the
Company's continuing operations in the consolidated statements of operations for all periods presented.

In October 2013, Simply Wheelz's parent Franchise Services of North America, or "FSNA," requested that Hertz
forbear from seeking collection of all amounts owed to it by Simply Wheelz and agree to renegotiate certain aspects of
the commercial arrangements with Hertz, including the financial terms on which Hertz was subleasing vehicles to
Simply Wheelz. On November 2, 2013, Hertz terminated the applicable sublease contracts, and on November 5, 2013,
Simply Wheelz filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code.

Pursuant to Sections 363 and 365 of the Bankruptcy Code, Simply Wheelz agreed to sell substantially all of its assets
to The Catalyst Capital Group Inc., or “Catalyst.” On December 16, 2013, in connection with Simply Wheelz’s
bankruptcy proceedings, Hertz entered into a settlement agreement with Simply Wheelz, FSNA, Catalyst and certain
other parties thereto, which provided Simply Wheelz and Catalyst with, among other things, the right to continue to
use the vehicles subject to the Hertz subleases in exchange for certain payments and the orderly return of such
vehicles to Hertz. In addition, the Simply Wheelz Purchase Agreement, the Simply Wheelz Support Agreement and
the Simply Wheelz Credit Agreement, which had no amounts outstanding at the time, were terminated.

Note 6—Debt

The Company's debt consists of the following (in millions):

Average Fixed or
Facility Interest Rate at  Floating Maturity December 31, December 31,
December 31, Interest 2014 2013
2014(1) Rate
Corporate Debt
Senior Term Facility 3.68% Floating 3/2018 $2,083 $2,104
Senior ABL Facility 2.83% Floating 3/2016 - 3/2017 344 289
Senior Notes® 6.58% Fixed 4/2018-10/2022 3,900 3,900
Promissory Notes 7.00% Fixed 1/2028 27 49
Convertible Senior Notes N/A N/A N/A — 84
Other Corporate Debt 3.86% Floating Various 74 77
Unamortized Net Premium 3 —
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Total Corporate Debt

Fleet Debt

HVF U.S. ABS Program

HVF U.S. Fleet Variable Funding Notes:
HVF Series 2009-1()

HVF U.S. Fleet Medium Term Notes
HVF Series 2009-2()

119

N/A

5.38%

N/A

Fixed

N/A

3/2013-3/2015

6,431

404

6,503

60
60

808
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Facility

HVF Series 2010-1®
HVF Series 2011-1®
HVF Series 2013-13

RCFC U.S. ABS Program
RCFC Series 2011-1 Notes®®
RCFC Series 2011-2 Notes®®

HVFII U.S. ABS Program

HVF II U.S. Fleet Variable Funding
Notes:

HVF II Series 2013-A®)

HVF II Series 2013-B®

HVF II Series 2014-A®)

Donlen ABS Program

HFLF Variable Funding Notes
HFLF Series 2013-1 Notes®
HFLF Series 2013-2 Notes®)

HFLF Medium Term Notes
HFLF Series 2013-3 Notes®
HFLF Series 2014-1 Notes®

Other Fleet Debt

U.S. Fleet Financing Facility
European Revolving Credit Facility
European Fleet Notes

European Securitization®
Hertz-Sponsored Canadian
Securitization®

Dollar Thrifty-Sponsored Canadian
Securitization®®

Australian Securitization®
Brazilian Fleet Financing Facility
Capitalized Leases

Unamortized Premium (Discount)

Total Fleet Debt
Total Debt
N/A - Not Applicable

Average
Interest Rate at
December 31,
2014(1)

4.23%

3.04%

1.68%

2.81%
3.21%

1.09%
1.09%
1.39%

N/A
1.01%

0.78%
0.67%

2.92%
2.61%
4.375%
1.98%

2.18%

2.19%

4.28%
15.50%
3.82%

Fixed or
Floating
Interest
Rate
Fixed
Fixed
Fixed

Fixed
Fixed

Floating
Floating
Floating

N/A
Floating

Floating
Floating

Floating
Floating
Fixed

Floating

Floating

Floating

Floating
Floating
Floating

Maturity

2/2014-2/2018
3/2015-3/2017
8/2016-8/2018

2/2015
2/2015

10/2016
10/2016
10/2016

N/A
9/2016

9/2016-11/2016
12/2016-3/2017

3/2017
10/2017
1/2019
10/2016

10/2016

10/2016

12/2016
10/2015
2/2015 - 10/2017

December 31, December 31,

2014

490
414
950
2,258

167
266
433

1,999
976
869
3,844

247
247

500
400
900

164
304
517
270

105

40

112

11

364

(7

1,880
9,562
$15,993

2013

577
598
950
2,933

500
400
900

2,380
585

2,965

280
206
486

500
500

153
303
584
281

89

38

111

12

385

6

1,962
9,806
$16,309
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As applicable, reference is to the December 31, 2014 weighted average interest rate (weighted by principal
balance).

References to the Company's "Senior Notes" include the series of Hertz's unsecured senior notes set forth in the
(2)table below. As of December 31, 2014 and December 31, 2013, the outstanding principal amount for each such
series of the Senior Notes is also specified below.

ey
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(In millions) Outstanding Principal
Senior Notes December 31, 2014 December 31, 2013
4.25% Senior Notes due April 2018 $250 $250
7.50% Senior Notes due October 2018 700 700
6.75% Senior Notes due April 2019 1,250 1,250
5.875% Senior Notes due October 2020 700 700
7.375% Senior Notes due January 2021 500 500
6.25% Senior Notes due October 2022 500 500
$3,900 $3,900

Maturity reference is to the "expected final maturity date" as opposed to the subsequent "legal maturity date." The
expected final maturity date is the date by which Hertz and investors in the relevant indebtedness expect the
(3)relevant indebtedness to be repaid, which in the case of the HFLF Medium Term Notes was based upon various
assumptions made at the time of the pricing of such notes. The legal final maturity date is the date on which the
relevant indebtedness is legally due and payable.
RCFC U.S. ABS Program and the Dollar Thrifty-Sponsored Canadian Securitization represent fleet debt assumed
in connection with the Dollar Thrifty acquisition on November 19, 2012.

“)

Maturities

The nominal amounts of maturities of debt for each of the twelve-month periods ending December 31 are as follows:

(In millions) 2015 2016 2017 2018 2019 After 2019
Corporate Debt  $32 $62 $346 $2,981 $1,258 $1,749
Fleet Debt 1,907 5,535 880 731 516 —

Total $1,939 $5,597 $1,226 $3.,712 $1,774 $1,749

The Company is highly leveraged and a substantial portion of its liquidity needs arise from debt service on its
indebtedness and from the funding of its costs of operations, acquisitions and capital expenditures. The Company
believes that cash generated from operations and cash received on the disposal of vehicles and equipment, together
with amounts available under various committed liquidity facilities will be adequate to permit the Company to meet
its debt maturities over the next twelve months.

Corporate Debt
Senior Credit Facilities

Senior Term Facility: In March 2011, Hertz entered into a credit agreement that initially provided for a $1,400

million term loan, or as amended, the ‘‘Senior Term Facility.”’ In addition, the Senior Term Facility includes a separate
incremental pre-funded synthetic letter of credit facility in an aggregate principal amount of $200 million. Subject to
the satisfaction of certain conditions and limitations, the Senior Term Facility allows for the incurrence of incremental
term and/or revolving loans.

In October 2012, Hertz entered into an Incremental Commitment Amendment to the Senior Term Facility which

provided for commitments for term loans of up to $750 million, or the "Incremental Term Loans," under the Senior
Term Facility. Contemporaneously with the consummation of the Dollar Thrifty acquisition, the Incremental Term
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Loans were fully drawn and the proceeds therefrom were used in connection with funding the Dollar Thrifty
acquisition. The Incremental Term Loans are secured by the same collateral and guaranteed by the same guarantors as
the term loans under the Senior Term Facility and all such loans mature in March 2018.

In April 2013, Hertz entered into an Amendment No. 2, or "Amendment No. 2," to the Senior Term Facility, primarily
to reduce the interest rate applicable to a portion of the outstanding term loans under the Senior Term Facility.
Pursuant to Amendment No. 2, certain of the existing lenders under the Senior Term Facility converted their existing
Tranche B
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Term Loans into tranche B-2 term loans, or the “Tranche B-2 Term Loans”, in an aggregate principal amount, along
with new loans advanced by certain new lenders, of approximately $1,372 million. The proceeds of Tranche B-2 Term
Loans advanced by the new lenders were used to prepay in full all of the Tranche B Term Loans that were not
converted into Tranche B-2 Term Loans. Except as described below, the Tranche B-2 Term Loans bear interest at a
floating rate measured by reference to, at Hertz's option, either (i) an adjusted London Inter-Bank Offered Rate, or
"LIBOR", not less than 0.75% plus a borrowing margin of 2.25% per annum or (ii) an alternate base rate plus a
borrowing margin of 1.25% per annum. The terms and conditions of the new Tranche B-2 Term Loans with respect to
maturity, collateral, and covenants are otherwise unchanged compared to the Tranche B Term Loans.

In December 2014, Hertz entered into an Amendment and Waiver (the “Amendment and Waiver”) to the Senior Term
Facility. The waiver set forth in the Amendment and Waiver defers Hertz’s requirement to furnish certain financial
statements within certain time periods set forth in the documentation of the Senior Term Facility, as well as waives
defaults arising directly or indirectly from (i) the delay in providing such financial statements and (ii) the restatement
of Hertz’s 2011, 2012 and 2013 financial statements. The waiver is effective with respect to the non-delivery of the
subject financial statements through December 31, 2015, provided that after June 30, 2015 such waiver will terminate
if Hertz’s failure to furnish such financial statements results in Hertz being prohibited from drawing funds under the
Senior ABL Facility (as defined below), after giving effect to all amendments and waivers with respect to the Senior
ABL Facility in effect as of such date.

The Amendment and Waiver increases the interest rates payable on the term loans and credit linked deposits during
the period from December 15, 2014 through but excluding the date on which Hertz has furnished all financial
statements then due to be delivered under the terms of the Senior Term Facility. During such period, (A) the Tranche
B Term Loans and the Tranche B-1 Term Loans will bear interest at a floating rate measured by reference to, at Hertz’s
option, either (i) an adjusted LIBOR not less than 1.00% plus a borrowing margin of 3.00% per annum or (ii) an
alternate base rate plus a borrowing margin of 2.00% per annum, and (B) the Tranche B-2 Term Loans will bear
interest at a floating rate measured by reference to, at Hertz’s option, either (i) an adjusted LIBOR not less than 0.75%
plus a borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per
annum. From and after the date on which Hertz has furnished all financial statements then due to be delivered under
the terms of the Senior Term Facility, (A) the Tranche B Term Loans and the Tranche B-1 Term Loans will bear
interest at a floating rate measured by reference to, at Hertz’s option, either (i) an adjusted LIBOR not less than 1.00%
plus a borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per
annum, and (B) the Tranche B-2 Term Loans will bear interest at a floating rate measured by reference to, at Hertz’s
option, either (i) an adjusted LIBOR not less than 0.75% plus a borrowing margin of 2.25% per annum or (ii) an
alternate base rate plus a borrowing margin of 1.25% per annum.

Senior ABL Facility: In March 2011, Hertz, HERC, and certain other of its subsidiaries entered into a credit
agreement that initially provided for aggregate maximum borrowings of $1,800 million (subject to borrowing base
availability) on a revolving basis under an asset-based revolving credit facility, or as amended, the “Senior ABL
Facility.” Up to $1,500 million of the Senior ABL Facility was initially available for the issuance of letters of credit,
subject to certain conditions including issuing lender participation. Subject to the satisfaction of certain conditions and
limitations, the Senior ABL Facility allows for the addition of incremental revolving and/or term loan commitments.

In July 2013, the Company increased the aggregate maximum borrowings under the Senior ABL Facility by $65
million (subject to borrowing base availability).
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In October 2014, Hertz entered into an agreement to amend certain terms of the Senior ABL Facility. The amendment,
among other things (i) extends the commitment period of $1,668 million of aggregate maximum borrowing capacity
under the Senior ABL Facility to March 2017, with the remaining $198 million of aggregate maximum borrowing
capacity under the Senior ABL Facility, expiring, as previously scheduled, in March 2016 and (ii) provides for an
increase in aggregate maximum borrowing capacity under the Senior ABL Facility of $235 million, such that (a) prior
to March 2016, aggregate maximum borrowing capacity will be $2,100 million and (b) after March 2016, aggregate
maximum borrowing capacity will be $1,903 million (in each case, subject to borrowing base availability).

The Company refers to the Senior Term Facility and the Senior ABL Facility together as the “Senior Credit Facilities.”
Hertz's obligations under the Senior Credit Facilities are guaranteed by its immediate parent (Hertz Investors, Inc.)

and certain of its direct and indirect U.S. subsidiaries (subject to certain exceptions, including Hertz International
Limited,
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which ultimately owns entities carrying on most of its international operations, and subsidiaries involved in the HVF
U.S. Asset-Backed Securities, or "ABS," Program, the HVF II U.S. ABS Program, the Donlen ABS Program and the
RCFC U.S. ABS Program). In addition, the obligations of the “Canadian borrowers” under the Senior ABL Facility are
guaranteed by their respective subsidiaries, subject to certain exceptions.

The lenders under the Senior Credit Facilities have been granted a security interest in substantially all of the tangible
and intangible assets of the borrowers and guarantors under those facilities, including pledges of the stock of certain of
their respective U.S. subsidiaries (subject, in each case, to certain exceptions, including certain vehicles). Each of the
Senior Credit Facilities permits the incurrence of future indebtedness secured on a basis either equal to or
subordinated to the liens securing the applicable Senior Credit Facility or on an unsecured basis. In February 2013 and
March 2013, the Company added Dollar Thrifty and certain of its subsidiaries as guarantors under certain of its debt
instruments and credit facilities, including the Senior Term Facility and in February 2014, the Company added Firefly
Rent A Car LLC as a guarantor under certain of its debt instruments and credit facilities, including the Senior Term
Facility.

The Company refers to Hertz and its subsidiaries as the Hertz credit group. The Senior Credit Facilities contain a
number of covenants that, among other things, limit or restrict the ability of the Hertz credit group to dispose of assets,
incur additional indebtedness, incur guarantee obligations, prepay certain indebtedness, make dividends and other
restricted payments (including to the parent entities of Hertz and other persons), create liens, make investments, make
acquisitions, engage in mergers, change the nature of their business, engage in certain transactions with affiliates that
are not within the Hertz credit group or enter into certain restrictive agreements limiting the ability to pledge assets.

Under the Senior ABL Facility, failure to maintain certain levels of liquidity will subject the Hertz credit group to a
contractually specified fixed charge coverage ratio of not less than 1:1 for the four quarters most recently ended. As of
December 31, 2014, the Company was not subject to such contractually specified fixed charge coverage ratio.

Covenants in the Senior Term Facility restrict payment of cash dividends to any parent of Hertz, including Hertz
Holdings, with certain exceptions, including: (i) in an aggregate amount not to exceed 1% of the greater of a specified
minimum amount and the consolidated tangible assets of the Hertz credit group (which payments are deducted in
determining the amount available as described in the next clause (ii)), (ii) in additional amounts up to a specified
available amount determined by reference to, among other things, an amount set forth in the Senior Term Facility plus
50% of net income from January 1, 2011 to the end of the most recent fiscal quarter for which financial statements of
Hertz are available (less certain investments) and (iii) in additional amounts not to exceed the amount of certain equity
contributions made to Hertz.

Covenants in the Senior ABL Facility restrict payment of cash dividends to any parent of Hertz, including Hertz
Holdings, except in an aggregate amount, taken together with certain investments, acquisitions and optional
prepayments, not to exceed $200 million. Hertz may also pay additional cash dividends under the Senior ABL Facility
so long as, among other things, (a) no specified default then exists or would arise as a result of making such dividends,
(b) there is at least $200 million of liquidity under the Senior ABL Facility after giving effect to the proposed
dividend, and (c) either (i) if such liquidity is less than $400 million immediately after giving effect to the making of
such dividends, Hertz is in compliance with a specified fixed charge coverage ratio, or (ii) the amount of the proposed
dividend does not exceed the sum of (x) 1% of tangible assets plus (y) a specified available amount determined by
reference to, among other things, 50% of net income from January 1, 2011 to the end of the most recent fiscal quarter
for which financial statements of Hertz are available plus (z) a specified amount of certain equity contributions made
to Hertz.
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See Note 20, "Subsequent Events" regarding additional waivers related to the Senior ABL Facility.

Senior Notes

In September 2010, Hertz issued $700 million aggregate principal amount of the 7.50% Senior Notes due 2018, in
December 2010, Hertz issued $500 million aggregate principal amount of the 7.375% Senior Notes due 2021, in
February 2011, Hertz issued $1,000 million aggregate principal amount of the 6.75% Senior Notes due 2019, and in
March 2012, Hertz issued an additional $250 million aggregate principal amount of the 6.75% Senior Notes due 2019.
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In October 2012, HDTFS, Inc., a newly-formed, wholly-owned subsidiary of Hertz issued and sold $700 million
aggregate principal amount of 5.875% Senior Notes due 2020 and $500 million aggregate principal amount of 6.250%
Senior Notes due 2022 in a private offering. The gross proceeds of the offering were held in an escrow account until
the date of the completion of the acquisition of Dollar Thrifty, at which time the gross proceeds of the offering were
released from escrow and HDTFS, Inc. was merged into Hertz.

In March 2013, Hertz issued $250 million in aggregate principal amount of 4.25% Senior Notes due 2018. The
proceeds of this March 2013 offering were used by Hertz to replenish a portion of its liquidity, after having
dividended $467 million in available liquidity to Hertz Holdings, which was used to repurchase 23 million shares of
Hertz Holdings common stock.

Hertz's obligations under the indentures for the Senior Notes are guaranteed by each of its direct and indirect U.S.
subsidiaries that are guarantors under the Senior Term Facility. The guarantees of all of the Subsidiary Guarantors
may be released to the extent such subsidiaries no longer guarantee the Company's Senior Credit Facilities in the U.S.

HERC may also be released from its guarantee under the outstanding Senior Notes at any time at which no event of
default under the related indenture has occurred and is continuing, notwithstanding that HERC may remain a
subsidiary of Hertz. In February 2013 and March 2013, the Company added Dollar Thrifty and certain of its
subsidiaries as guarantors under certain of its debt instruments and credit facilities including the Senior Notes and in
February 2014, the Company added Firefly Rent A Car LLC as a guarantor under certain of its debt instruments and
credit facilities, including the Senior Notes.

The indentures for the Senior Notes contain covenants that, among other things, limit or restrict the ability of the Hertz
credit group to incur additional indebtedness, incur guarantee obligations, prepay certain indebtedness, make certain
restricted payments (including paying dividends, redeeming stock or making other distributions to parent entities of
Hertz and other persons outside of the Hertz credit group), make investments, create liens, transfer or sell assets,
merge or consolidate, and enter into certain transactions with Hertz's affiliates that are not members of the Hertz credit
group. These covenants also restrict Hertz Holdings and certain of its subsidiaries from redeeming stock or making
loans, advances, dividends, distributions or other restricted payments to any entity that is not a member of the Hertz
credit group, subject to certain exceptions.

The Company's failure to file certain quarterly and annual reports required under the Exchange Act resulted in the
occurrence of various potential defaults under the indentures for the Senior Notes. With respect to each such
indenture, the Company has 60 days following its receipt of a notice of default from the trustee or the requisite
noteholders under such indenture to remedy such default, after which such failure would become an event of default
under such indenture.

See Note 20, "Subsequent Events" regarding waivers related to the Senior Notes.

Promissory Notes

References to the Company's “Promissory Notes” relate to its promissory notes issued under three separate indentures
prior to the acquisition of all of Hertz's common stock on December 21, 2005, by the Sponsors.

Convertible Senior Notes
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References to the Company's “Convertible Senior Notes” are to Hertz Holdings' 5.25% Convertible Senior Notes due
June 2014. The Company's Convertible Senior Notes were convertible by holders into shares of its common stock,
cash or a combination of cash and shares of its common stock, as elected by the Company, initially at a conversion
rate of 120.6637 shares per $1,000 principal amount of notes, subject to adjustment.

In January 2013, a conversion right was triggered because the Company's closing common stock price per share
exceeded $10.77 for at least 20 trading days during the 30 consecutive trading day period ending on December 31,
2012.
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In August 2013, the Company entered into privately negotiated agreements with certain holders of approximately
$390 million in aggregate principal amount of its Convertible Senior Notes providing for conversion at a rate of
120.6637 shares of Hertz Holdings' common stock for each $1,000 in principal amount of Convertible Senior Notes
(with cash delivered in lieu of any fractional shares), which resulted in Hertz Holdings issuing an aggregate of
approximately 47 million shares of its common stock, paying cash premiums of approximately $12 million and
incurring a loss on extinguishment of debt of $28 million which was recorded in "Other (income) expense, net."

In January 2014, another conversion right on its Convertible Senior Notes was triggered and in May 2014,
substantially all of the Convertible Senior Notes were exchanged for 10 million shares of its common stock. The
Convertible Senior Notes that were not previously converted matured in June 2014 and there are no longer any
Convertible Senior Notes outstanding.

Fleet Debt

The governing documents of certain of the fleet debt financing arrangements specified below contain covenants that,
among other things, significantly limit or restrict (or upon certain circumstances may significantly restrict or prohibit)
the ability of the borrowers, and the guarantors if applicable, to make certain restricted payments (including paying
dividends, redeeming stock, making other distributions, loans or advances) to Hertz Holdings and Hertz, whether
directly or indirectly.

HVFII U.S. ABS Program

In November 2013, Hertz established a securitization platform, the HVF II U.S. ABS Program, designed to facilitate
its financing activities relating to the vehicle fleet used by Hertz in the U.S. daily car rental operations of its Hertz,
Dollar, Thrifty and Firefly brands. Hertz Vehicle Financing II LP, a bankruptcy remote, indirect, wholly-owned,
special purpose subsidiary of Hertz, or “HVF IL,” is the issuer under the HVF II U.S. ABS Program. HVF II has entered
into a base indenture that permits it to issue term and revolving rental car asset-backed securities, secured by one or
more shared or segregated collateral pools consisting primarily of portions of the rental car fleet used in its U.S. car
rental operations and contractual rights related to such vehicles that have been allocated as the ultimate indirect
collateral for HVF II's financings. HVF II uses proceeds from its note issuances to make loans to Hertz Vehicle
Financing LLC, or "HVF," pursuant to the HVF Series 2013-G1 Supplement (the “HVF Series 2013-G1 Notes™) and
Rental Car Finance Corp., or "RCFC," pursuant to the RCFC Series 2010-3 Supplement (the "RCFC Series 2010-3
Notes"), in each case on a continuing basis.

The assets of HVF II and HVF II GP Corp. are owned by HVF II and HVF II GP Corp., respectively, and are not
available to satisfy the claims of Hertz’s general creditors.

References to the “HVF II U.S. ABS Program” include HVF II’s U.S. Fleet Variable Funding Notes and HVF II U.S.
Fleet Medium Term Notes.

HVF II U.S. Fleet Variable Funding Notes

References to the “HVF II U.S. Fleet Variable Funding Notes” include the HVF II Series 2013-A Notes, the HVF 11
Series 2013-B Notes and the HVF II Series 2014-A Notes.

In connection with the establishment of the HVF IT U.S. ABS Program, HVF II executed a $3,175 million committed
financing arrangement, allocated between the HVF II Series 2013-A Notes and the HVF II Series 2013-B Notes, each
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of which ultimately are backed by segregated collateral pools.

The initial aggregate maximum principal amount of the HVF II Series 2013-A Notes was $2,575 million (subject to
borrowing base availability). The initial aggregate maximum principal amount of the HVF II Series 2013-B Notes was
$600 million (subject to borrowing case availability). The HVF II Series 2013-A Notes allow for approximately $900
million of aggregate maximum principal amount of such notes to be transitioned to the aggregate maximum principal
amount of HVF II Series 2013-B Notes and the HVF II Series 2013-B Notes allow for all of the aggregate maximum
principal amount of such notes to be transitioned to the HVF II Series 2013-A Notes (in each case, subject to
borrowing base availability).
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The net proceeds from the sale of the HVF II Series 2013-A Notes were used to refinance nearly all of the outstanding
Series 2009-1 Variable Funding Rental Car Asset-Backed Notes previously issued by HVF, the collateral for which
consisted primarily of a substantial portion of the rental car fleet used in Hertz’s and certain of its subsidiaries’ U.S. car
rental operations. No commitments remain available under the HVF Series 2009-1 Notes and there are no longer any
HVF Series 2009-1 Notes outstanding.

The net proceeds from the sale of the HVF II Series 2013-B Notes were used to refinance the Series 2010-3 Variable
Funding Rental Car Asset-Backed Notes previously issued by RCFC, the collateral for which consisted primarily of a
substantial portion of the rental car fleet used in Dollar Thrifty’s and certain of its affiliates’ U.S. car rental operations.

In July 2014, HVF I executed a $1,000 million committed financing arrangement, the “Series 2014-A Variable
Funding Rental Car Asset-Backed Notes," or the “HVF II Series 2014-A Notes”, backed by the same collateral pool that
supports the HVF II Series 2013-A Notes. The initial aggregate maximum principal amount of the HVF II Series
2014-A Notes was $1,000 million (subject to borrowing base availability).

In October 2014, HVF II entered into various agreements to amend certain terms of the HVF II Series 2013-A Notes
and the HVF 1II Series 2013-B Notes. The amendments, among other things, extended the maturity of each facility to
October 2016. In addition, HVF II transitioned $250 million of commitments available under the HVF II Series
2013-A Notes to the HVF II Series 2013-B Notes, such that after giving effect to such transitions the aggregate
maximum principal amount of the HVF II Series 2013-A Notes and the HVF II Series 2013-B Notes were $2,447
million and $878 million, respectively (in each case, subject to borrowing base availability).

Also in October 2014, HVF II amended the terms of its HVF II Series 2014-A Notes, originally issued in July 2014, to
provide for, among other things, (i) an extension of the maturity of the HVF II Series 2014-A Notes to October 2016
and (ii) an increase in aggregate maximum borrowing capacity under the HVF II Series 2014-A Notes from $1,000
million to $3,250 million (subject to borrowing base availability). The HVF II Series 2014-A Notes contain a
commitment step-up feature that increased borrowing capacity from $1,000 million to $3,250 million (subject to
borrowing base availability) by February 2015. Additionally, the HVF II Series 2014-A Notes contain provisions
requiring the commitments to be terminated based on the volume of specified debt issued by Hertz or certain of its
subsidiaries. These mandatory commitment termination provisions do not apply until at least $1,500 million of such
specified debt has been issued.

In December 2014, HVF II transitioned approximately $147 million of commitments available under the HVF II
Series 2013-A Notes to the HVF II Series 2013-B Notes, such that after giving effect to such transition the aggregate
maximum principal amount of the HVF II Series 2013-A Notes and the HVF II Series 2013-B Notes were $2,300

million and $1,025 million, respectively (in each case, subject to borrowing base availability).

The HVF II financing platform also provides for the issuance from time to time of medium term asset-backed notes
and is expected to serve as Hertz’s primary rental car securitization platform in the U.S. going forward.

See Note 20, "Subsequent Events" regarding additional waivers related to the HVF II U.S. Fleet Variable Funding
Notes.

HVF II U.S. Fleet Medium Term Notes
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See Note 20, "Subsequent Events" regarding the issuance of HVF II U.S. Fleet Medium Term Notes.
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HVF U.S. Fleet ABS Program

HVF, a bankruptcy remote, direct, wholly-owned, special purpose subsidiary of Hertz, is the issuer under the HVF
U.S. ABS Program. HVF has entered into a base indenture that permits it to issue term and revolving rental car
asset-backed securities, secured by one or more shared or segregated collateral pools consisting primarily of a
substantial portion of the rental car fleet used in its U.S. car rental operations and contractual rights related to such
vehicles that have been allocated as collateral for HVF's financings. Prior to the establishment of the HVF II financing
platform, the HVF U.S. ABS Program served as Hertz's primary rental car securitization platform in the U.S.

References to the “HVF U.S. ABS Program” include HVF's U.S. Fleet Variable Funding Notes together with HVF's
U.S. Fleet Medium Term Notes.

HVF U.S. Fleet Variable Funding Notes

References to the “HVF U.S. Fleet Variable Funding Notes” include HVF's Series 2009-1 Variable Funding Rental Car
Asset-Backed Notes, as amended, or the “HVF Series 2009-1 Notes."

In May and August 2013, HVF amended the HVF Series 2009-1 Notes to permit aggregate maximum borrowings of
$2,739 million (subject to borrowing base availability) and to extend the expected final maturity date to June 2014,
respectively. In November 2013, the net proceeds from the sale of the HVF II Series 2013-A Notes were used to
refinance nearly all of the outstanding HVF Series 2009-1 Notes. In connection therewith, HVF amended the HVF
Series 2009-1 Notes to permit aggregate maximum borrowings of $150 million (subject to borrowing base
availability). In December 2013, HVF amended the HVF Series 2009-1 Notes primarily to conform the terms thereof
to the terms of HVF II’s Series 2013-A Notes.

In July 2014, the remaining $150 million of commitments available under the HVF Series 2009-1 Notes were
transitioned to the HVF II U.S. ABS Program, with approximately $122 million of such commitments allocated to the
HVF II Series 2013-A Notes and $28 million of such commitments allocated to the HVF II Series 2013-B Notes, such
that after giving effect to such transition the aggregate maximum principal amount of the HVF II Series 2013-A Notes
and the HVF II Series 2013-B Notes were $2,697 million and $628 million, respectively (in each case, subject to
borrowing base availability.) No commitments remain available under the HVF Series 2009-1 Notes and there are no
longer any HVF Series 2009-1 Notes outstanding.

HVF U.S. Fleet Medium Term Notes

References to the “HVF U.S. Fleet Medium Term Notes” include HVF's Series 2009-2 Notes, Series 2010-1 Notes,
Series 2011-1 Notes and Series 2013-1 Notes, collectively.

HVF Series 2009-2 Notes: In October 2009, HVF issued the Series 2009-2 Rental Car Asset Back Notes, Class A, or
the “HVF Series 2009-2 Class A Notes,” in an aggregate original principal amount of $1,200 million. In June 2010,
HVF issued the Subordinated Series 2009-2 Rental Car Asset-Backed Notes, Class B, or the “HVF Series 2009-2

Class B Notes,” and together with the Series 2009-2 Class A, or the “HVF Series 2009-2 Notes,” in an aggregate original
principal amount of $184 million.
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HVF Series 2010-1 Notes: In July 2010, HVF issued the Series 2010-1 Rental Car Asset-Backed Notes, or the “HVF
Series 2010-1 Notes,” in an aggregate original principal amount of $750 million.

HVF Series 2011-1 Notes: In June 2011, HVF issued the Series 2011-1 Rental Car Asset-Backed Notes, or the “HVF
Series 2011-1 Notes,” in an aggregate original principal amount of $598 million.

HVF Series 2013-1 Notes: In January 2013, HVF issued $950 million in an aggregate original principal amount of
three year and five year Series 2013-1 Rental Car Backed Notes, Class A and Class B, or the "HVF Series 2013-1
Notes," collectively.

See Note 20, "Subsequent Events" regarding additional waivers related to the HVF U.S. Fleet Medium Term Notes.
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RCFC U.S. ABS Program

RCFC became a bankruptcy remote, indirect, wholly-owned, special purpose subsidiary of Hertz when Hertz acquired
Dollar Thrifty. RCFC is the issuer under the RCFC U.S. ABS Program. RCFC has entered into a base indenture that
permits it to issue term and revolving rental car asset-backed securities secured by one or more shared or segregated
collateral pools consisting primarily of portions of the rental car fleet used in Hertz's, Dollar Thrifty's and Firefly's
U.S. car rental operations and contractual rights related to such vehicles that have been allocated as the collateral for
RCFC's financings.

References to the “RCFC U.S. ABS Program” include RCFC's U.S. Fleet Variable Funding Notes together with RCFC's
U.S. Fleet Medium Term Notes.

RCFC U.S. Fleet Variable Funding Notes

References to the “RCFC U.S. Fleet Variable Funding Notes™ are to the RCFC Series 2010-3 Variable Funding Rental
Car Asset-Backed Notes, as amended, or the “RCFC Series 2010-3 Notes.” In November 2013, the net proceeds from
the sale of the HVF II Series 2013-B Notes were used to refinance the RCFC Series 2010-3 Notes. Following the
establishment of the HVF II platform described herein, HVF II became the sole noteholder of the RCFC Series 2010-3
Notes and such notes became part of the overall HVF II transaction structure as further described in the "HVF II U.S.
ABS Program" section of this footnote.

RCFC U.S. Fleet Medium Term Notes

References to the “RCFC U.S. Fleet Medium Term Notes” include RCFC's Series 2011-1 Notes and RCFC's
Series 2011-2 Notes, collectively.

RCFC Series 2011-1 Notes: In July 2011, RCFC issued the Series 2011-1 Rental Car Asset-Backed Notes, or the
“RCFC Series 2011-1 Notes,” in an aggregate original principal amount of $500 million.

RCEFC Series 2011-2 Notes: In October 2011, RCFC issued the Series 2011-2 Rental Car Asset-Backed Notes, or the
“RCFC Series 2011-2 Notes,” in an aggregate original principal amount of $400 million.

See Note 20, "Subsequent Events" regarding the repayment of the RCFC U.S. Fleet Medium Term Notes.
Donlen ABS Program

Hertz Fleet Lease Funding LP, a bankruptcy remote, indirect, wholly-owned, special purpose subsidiary of Donlen, or
“HFLF,” is the issuer under the Donlen U.S. ABS Program. HFLF has entered into a base indenture that permits it to
issue term and revolving fleet lease asset-backed securities. HFLF uses proceeds from its note issuances to make loans
to DNRS II LLC, a bankruptcy remote, direct, wholly-owned, special purpose subsidiary of Donlen, pursuant to a loan
agreement, on a continuing basis. Donlen utilizes the HFLF securitization platform to finance its U.S. fleet leasing
operations.

References to the “Donlen ABS Program” include HFLF’s Variable Funding Notes together with HFLF’s Medium Term
Notes.
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HFLF Variable Funding Notes

HFLF Series 2013-1 Notes and HFLF Series 2013-2 Notes: In connection with the establishment of the HFLF
financing platform, in September 2013 HFLF executed a $1,100 million committed financing arrangement, comprised
of a one year variable funding note facility with an expected maturity date in September 2014, or the “HFLF Series
2013-1 Notes,” and a two year variable funding note facility with an expected maturity date in September 2015, or the
“HFLF Series 2013-2 Notes.” The proceeds of the HFLF Series 2013-1 Notes and the HFLF Series 2013-2 Notes were
used to refinance the GN Funding II L.L.C. facility, which was due to mature and the GN Funding II L.L.C. facility
was terminated.
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The notes issued by HFLF are ultimately backed by a special unit of beneficial interest in a pool of leases and the
related vehicles.

In September 2014, $200 million of commitments available under the HFLF Series 2013-1 Notes expired in
accordance with their terms. The HFLF Series 2013-2 Notes were upsized by $200 million providing for an aggregate
maximum principal amount of the HFLF Series 2013-2 Notes of $400 million (subject to borrowing base availability).
In connection therewith, the maturity date of the HFLF Series 2013-2 Notes was extended to September 2016. There
are no HFLF Series 2013-1 Notes outstanding as of December 31, 2014.

HFLF Medium Term Notes
References to the “HFLF Medium Term Notes” include HFLF’s Series 2013-3 Notes and the HFLF Series 2014-1 Notes.

HFLF Series 2013-3 Notes: In November 2013, HFLF issued $500 million in aggregate principal amount of Series
2013-3 Floating Rate Asset-Backed Notes, Class A, Class B, Class C and Class D, or the "HFLF Series 2013-3
Notes," collectively. The net proceeds from the issuance of the HFLF Series 2013-3 Notes were used to repay a
portion of amounts then-outstanding under the HFLF Series 2013-1 Notes and the HFLF Series 2013-2 Notes. The
HFLF Series 2013-3 Notes are floating rate and carry an interest rate based upon a spread to one-month LIBOR.

HFLF Series 2014-1 Notes: In March 2014, HFLF issued $400 million in aggregate principal amount of Series 2014-1
Floating Rate Asset-Backed Notes, Class A, Class B, Class C, Class D, and Class E or the "HFLF Series 2014-1
Notes," collectively. The net proceeds from the issuance of the HFLF Series 2014-1 Notes were used to repay a
portion of amounts then-outstanding under the HFLF Series 2013-1 Notes and the HFLF Series 2013-2 Notes. The
HFLF Series 2014-1 Notes are floating rate and carry an interest rate based upon a spread to one-month LIBOR.

See Note 20, "Subsequent Events" regarding the issuance of additional HFLF Medium Term Notes.
Fleet Debt-Other
U.S. Fleet Financing Facility

In September 2006, Hertz and Puerto Ricancars, Inc., a Puerto Rican corporation and wholly-owned indirect

subsidiary of Hertz, or “PR Cars,” entered into a credit agreement that provides for aggregate maximum borrowings of
$165 million (subject to borrowing base availability) on a revolving basis under an asset-based revolving credit

facility, or the “U.S. Fleet Financing Facility.” The U.S. Fleet Financing Facility is the primary fleet financing for its car
rental operations in Hawaii, Kansas, Puerto Rico and the U.S. Virgin Islands.

The obligations of each of Hertz and PR Cars under the U.S. Fleet Financing Facility are guaranteed by certain of
Hertz's direct and indirect U.S. subsidiaries. In addition, the obligations of PR Cars under the U.S. Fleet Financing
Facility are guaranteed by Hertz. The lenders under the U.S. Fleet Financing Facility have been granted a security
interest primarily in the owned rental car fleet used in its car rental operations in Hawaii, Puerto Rico and the U.S.
Virgin Islands and certain contractual rights related to rental vehicles in Kansas, Hawaii, Puerto Rico and the U.S.
Virgin Islands.
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In November 2014, the U.S. Fleet Financing Facility was amended to extend the maturity of such facility from
September 2015 to March 2017.

See Note 20, "Subsequent Events" regarding additional waivers related to the U.S. Fleet Financing Facility.
European Revolving Credit Facility and European Fleet Notes

In June 2010, Hertz Holdings Netherlands B.V., an indirect wholly-owned subsidiary of Hertz organized under the
laws of The Netherlands, or “HHN BV,” entered into a credit agreement that provided for initial aggregate maximum

borrowings of €220 million (subject to borrowing base availability) on a revolving basis under an asset-based revolving
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credit facility, or the “European Revolving Credit Facility,” and issued the 8.50% Senior Secured Notes due March

2015, or the “Former European Fleet Notes,” in an aggregate original principal amount of €400 million. References to the
“European Fleet Debt” include HHN BV's European Revolving Credit Facility and the European Fleet Notes,
collectively.

In November 2013, HHN BV issued the 4.375% Senior Notes due January 2019, or the “European Fleet Notes,” in an
aggregate original principal amount of €425 million. Proceeds of the issuance of the European Fleet Notes were used to
redeem all of the then-outstanding Former European Fleet Notes. Also, HHN BV amended and restated its European
Revolving Credit Facility. The amendments to the European Revolving Credit Facility reflect, among other things, the
redemption of the Former European Fleet Notes and certain other updates that conform to the provisions of the Senior
Credit Facilities.

In July 2014, HHN BV amended the European Revolving Credit Facility to provide for aggregate maximum
borrowings of up to the equivalent of an additional €120 million, subject to borrowing base availability, for a seasonal
commitment period through December 2014.

In October 2014, HHN BV entered into an amendment agreement pursuant to which certain terms of the European
Revolving Credit Facility were amended to provide for, among other things, (i) an extension of the maturity of the
European Revolving Credit Facility from June 2015 to October 2017 and (ii) an increase in aggregate maximum
borrowings available under the European Revolving Credit Facility from €220 million to €250 million (subject to
borrowing base availability).

The European Fleet Debt is the primary fleet financing for the Company's car rental operations in Germany, Italy,
Spain, Belgium, New Zealand and Luxembourg and finances a portion of its assets in the United Kingdom, France
and The Netherlands, and may be expanded to provide fleet financing in Australia, Canada, France, The Netherlands
and Switzerland.

The agreements governing the European Revolving Credit Facility and the indenture governing the European Fleet
Notes contain covenants that apply to the Hertz credit group similar to those for the Senior Notes. The terms of the
European Fleet Debt permit HHN BV to incur additional indebtedness that would be pari passu with either the
European Revolving Credit Facility or the European Fleet Notes.

The Company's failure to file certain quarterly and annual reports required under the Exchange Act resulted in the
occurrence of various potential defaults under the indenture for the European Fleet Notes. With respect to such
indenture, the Company has 60 days following its receipt of a notice of default from the trustee or the requisite
noteholders under such indenture to remedy such default, after which such failure would become an event of default
under such indenture.

See Note 20, "Subsequent Events" regarding a seasonal increase to the aggregate maximum borrowing under and
additional waivers related to the European Revolving Credit Facility.

European Securitization
In July 2010, certain of the Company's foreign subsidiaries entered into a facility agreement that provides for
aggregate maximum borrowings of €400 million (subject to borrowing base availability) on a revolving basis under an

asset-backed securitization facility, or the “European Securitization.” The European Securitization is the primary fleet
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financing for its car rental operations in France and The Netherlands. The lenders under the European Securitization
have been granted a security interest primarily in the owned rental car fleet used in its car rental operations in France
and The Netherlands and certain contractual rights related to such vehicles.

In March 2014, the maturity date of the European Securitization was extended from July 2014 to July 2015.
In October 2014, the Company entered into an amendment agreement pursuant to which certain terms of the European

Securitization were amended. The amendment provides for, among other things, an extension of the maturity of the
European Securitization from July 2015 to October 2016.
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See Note 20, "Subsequent Events" regarding additional waivers related to the European Securitization.
Hertz Sponsored Canadian Securitization

In May 2007, certain of the Company's foreign subsidiaries entered into a facility agreement that initially provided for
aggregate maximum borrowings of CAD $225 million (subject to borrowing base availability) on a revolving basis
under an asset-backed securitization facility, or as amended, the “Canadian Securitization.” The Canadian Securitization
is the primary fleet financing for its car rental operations in Canada. The lender under the Canadian Securitization has
been granted an indirect security interest primarily in the owned rental car fleet used in its car rental operations in
Canada and certain contractual rights related to such vehicles as well as certain other assets owned by its entities
connected to the financing.

In June 2013, the maturity date of the Canadian Securitization was extended to March 2014. In February 2014, the
maturity date was extended to March 2015 and in October 2014, the maturity date was extended to October 2016.

See Note 20, "Subsequent Events" regarding additional waivers related to the Hertz Sponsored Canadian
Securitization.

Dollar Thrifty Sponsored Canadian Securitization

In March 2012, certain foreign subsidiaries of Dollar Thrifty entered into a trust indenture that permits the issuance of
term and revolving rental car asset-backed securities, the collateral for which consists primarily of the rental car fleet
used in Dollar Thrifty’s Canadian car rental operations and contractual rights related to such vehicles. These
subsidiaries became indirect wholly-owned subsidiaries of Hertz when Hertz acquired Dollar Thrifty.

Also in March 2012, these subsidiaries issued asset-backed variable funding notes that provide for aggregate
maximum borrowings of CAD $150 million (subject to borrowing base availability) on a revolving basis, or the
“Dollar Thrifty-Sponsored Canadian Securitization.” In February 2014, the maturity date was extended to March 2015
and in October, 2014, the maturity date was extended to October 2016.

See Note 20, "Subsequent Events" regarding additional waivers related to the Dollar Thrifty Sponsored Canadian
Securitization.

Australian Securitization

In November 2010, certain of the Company's foreign subsidiaries entered into a facility agreement that provides for
aggregate maximum borrowings of $250 million (subject to borrowing base availability) on a revolving basis under an
asset-backed securitization facility, or the “Australian Securitization.” The Australian Securitization is the primary fleet
financing for Hertz's car rental operations in Australia. The lender under the Australian Securitization has been

granted a security interest primarily in the owned rental car fleet used in its car rental operations in Australia and
certain contractual rights related to such vehicles.

In October 2014, the maturity date of the Australian Securitization was extended to December 2016.

See Note 20, "Subsequent Events" regarding additional waivers related to the Australian Securitization.
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Brazilian Fleet Financing Facility

Through its Brazilian operating subsidiary, the Company is party to certain local financing arrangements, which are
collateralized by certain of its assets, which the Company refers to as the "Brazilian Fleet Financing Facility."

In October 2013, the Company entered into a new Brazilian Fleet Financing Facility with a maturity date of October

2014. Proceeds from the new facility were used to repay the then-existing facility that was set to mature. In October
2014, the maturity date of the Brazilian Fleet Financing Facility was extended to October 2015.
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Capitalized Leases

References to the “Capitalized Leases” include the capitalized lease financings outstanding in the United Kingdom, or
the “U.K. Leveraged Financing,” Australia, The Netherlands and the U.S. The amount committed under the U.K.
Leveraged Financing is the largest portion of the Capitalized Leases.

In May 2013, the U.K. Leveraged Financing was amended to create a commitment period running through October
2013 that provided for additional amounts available under the U.K. Leveraged Financing of £25 million (subject to
asset availability).

In July 2014, the U.K. Leveraged Financing was amended to extend the final maturity date to February 2015 and to
provide for aggregate maximum leasing capacity (subject to asset availability) of up to the equivalent of an additional
£55 million for a seasonal commitment period through November 2014.

In October 2014, the U.K. Leveraged Financing was amended to, among other things, (i) extend the maturity to
October 2017 and (ii) increase the aggregate maximum leasing capacity under the U.K. Leveraged Financing from
£195 million to £225 million (subject to asset availability).

See Note 20, "Subsequent Events," regarding a seasonal increase to the maximum leasing capacity under, and
additional waivers to, the U.K. Leveraged Financing.

Waivers

In January 2014, Hertz discovered that a requirement under the HVF II Series 2013-B Notes was unknowingly not
met, resulting in the occurrence of an amortization event under the HVF II Series 2013-B Notes that also triggered
amortization events under certain other series of its outstanding U.S. rental car variable funding notes. As a result of
the amortization event, its ability to borrow under these notes was temporarily restricted at December 31, 2013. In
January 2014, Hertz provided the required notices and obtained waivers from 100% of the noteholders required to
waive and cure the related amortization events.

Due to the Company's accounting restatement, investigation and remediation activities, the Company failed to file
certain quarterly and annual reports and certain of its subsidiaries failed to file statutory financial statements within
certain time periods set forth in the documentation of various of its (and/or its special purpose subsidiaries') financing
facilities which resulted in the occurrence of various potential and/or actual defaults and potential amortization events
under certain of such financing facilities.

In May 2014, the Company and/or certain of its subsidiaries obtained waivers effective through June 15, 2014 from
the requisite lenders or noteholders under the Senior ABL Facility, HVF II U.S. Fleet Variable Funding Notes,
European Revolving Credit Facility, European Securitization, Hertz-Sponsored Canadian Securitization, Dollar
Thrifty-Sponsored Canadian Securitization, U.K. Leveraged Financing, and its U.S. Fleet Financing Facility to waive
the aforementioned events, as well as similar events that could arise from any restatement of annual and quarterly
financial statements previously delivered by the Company and/or certain of its subsidiaries under such facilities, and
provided the required notices to the various lenders or noteholders. In June 2014 and September 2014, the Company
and/or certain of its subsidiaries obtained waivers, or extensions of waivers, effective through November 14, 2014. In
connection with the refinancings consummated on October 31, 2014, the Company and/or certain of its subsidiaries
obtained waivers, or extensions of waivers, under such facilities, as well as the Australian Securitization and various
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counterparties in respect of derivative transactions, in each case, through June 30, 2015.

In July 2014, the Company and/or certain of its subsidiaries obtained waivers from the requisite lenders of the HVF
U.S. Fleet Medium Term Notes and RCFC U.S. Fleet Medium Term Notes to waive the aforementioned events, as
well as similar events that could arise from any restatement of annual and quarterly financial statements previously
delivered by the Company and/or certain of its subsidiaries under such facilities, and provided the required notices to
the various lenders or noteholders. The waiver relating to Hertz's failure to furnish certain financial statements within
certain time periods was effective through December 30, 2014. The Company's ability to remove cash from these ABS
financing facilities was temporarily restricted during the period from May 2014 until mid July 2014 when the
Company obtained such waivers. In December 2014, the Company obtained an extension of the waiver from the
requisite lenders or
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noteholders of the HVF U.S. Fleet Medium Term Notes relating to Hertz's failure to furnish certain financial
statements within certain time periods, effective through August 31, 2015, provided that after June 30, 2015 the
waiver will terminate if Hertz's failure to furnish such financial statements results in (i) HVF II being prohibited from
drawing funds under its HVF II U.S. Fleet Variable Funding Notes, or (ii) Hertz being prohibited from drawing funds
the Senior ABL Facility, in each case after giving effect to all amendments and waivers in effect as of such date. The
waiver obtained in connection with the RCFC U.S. Fleet Medium Term Notes expired on December 30, 2014 and thus
its ability to remove cash from such financing facility was restricted as of December 31, 2014. See Note 20,
"Subsequent Events" for details on the full repayment of the RCFC U.S. Fleet Medium Term Notes.

In December 2014, Hertz entered into an Amendment and Waiver (the “Amendment and Waiver”) relating to the Senior
Term Facility. The waiver set forth in the Amendment and Waiver defers Hertz’s requirement to furnish certain
financial statements within certain time periods set forth in the documentation of the Senior Term Facility, as well as
waives defaults arising directly or indirectly from (1) the delay in providing such financial statements and (2) the
restatement of Hertz’s 2011, 2012 and 2013 financial statements. The waiver is effective with respect to the
non-delivery of the subject financial statements through December 31, 2015, provided that after June 30, 2015 such
waiver will terminate if Hertz’s failure to furnish such financial statements results in Hertz being prohibited from
drawing funds under the Senior ABL Facility, after giving effect to all amendments and waivers with respect to the
Senior ABL Facility in effect as of such date.

The Amendment and Waiver increases the interest rates payable on the term loans and credit linked deposits during
the period from December 15, 2014 through but excluding the date on which Hertz has furnished all financial
statements then due to be delivered under the terms of the Senior Term Facility. During such period, (A) the Tranche
B Term Loans and the Tranche B-1 Term Loans will bear interest at a floating rate measured by reference to, at Hertz’s
option, either (i) an adjusted LIBOR not less than 1.00% plus a borrowing margin of 3.00% per annum or (ii) an
alternate base rate plus a borrowing margin of 2.00% per annum, and (B) the Tranche B-2 Term Loans will bear
interest at a floating rate measured by reference to, at Hertz’s option, either (i) an adjusted LIBOR not less than 0.75%
plus a borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per
annum. From and after the date on which Hertz has furnished all financial statements then due to be delivered under
the terms of the Senior Term Facility, (A) the Tranche B Term Loans and the Tranche B-1 Term Loans will bear
interest at a floating rate measured by reference to, at Hertz’s option, either (i) an adjusted LIBOR not less than 1.00%
plus a borrowing margin of 2.75% per annum or (ii) an alternate base rate plus a borrowing margin of 1.75% per
annum, and (B) the Tranche B-2 Term Loans will bear interest at a floating rate measured by reference to, at Hertz’s
option, either (i) an adjusted LIBOR not less than 0.75% plus a borrowing margin of 2.25% per annum or (ii) an
alternate base rate plus a borrowing margin of 1.25% per annum.

For so long as the waivers remain effective, any potential and/or actual defaults and potential amortization events
ceased to exist and were deemed to have been cured for all purposes of the related transaction documents.

The Company and certain of its subsidiaries obtained additional waivers after December 31, 2014. See Note 20,
"Subsequent Events," for additional information regarding such waivers.

Restricted Net Assets
As a result of the contractual restrictions on Hertz's or its subsidiaries' ability to pay dividends (directly or indirectly)
under various terms of its debt, as of December 31, 2014, the restricted net assets of its subsidiaries exceeded 25% of

its total consolidated net assets.
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Financial Covenant Compliance

Under the terms of its Senior Term Facility and Senior ABL Facility, the Company is not subject to ongoing financial
maintenance covenants; however, under the Senior ABL Facility, failure to maintain certain levels of liquidity will
subject Hertz to a contractually specified fixed charge coverage ratio of not less than 1:1 for the four quarters most
recently ended. As of December 31, 2014, the Company was not subject to the fixed charge coverage ratio test.

Cash Restrictions

Certain amounts of cash and cash equivalents are restricted for the purchase of revenue earning vehicles and other
specified uses under the Fleet Debt facilities and the Like-Kind Exchange Program ("LKE Program".) As of
December 31, 2014 and December 31, 2013, the portion of total restricted cash and cash equivalents that was
associated with the Fleet Debt facilities was $515 million and $772 million, respectively. Restricted cash balances
fluctuate based on the timing of purchases and sales of revenue earning vehicles and could also be impacted by the
occurrence of an amortization event.

Borrowing Capacity and Availability

The Company's borrowing capacity and availability comes from its "revolving credit facilities," which are a
combination of asset-backed securitization facilities and asset-based revolving credit facilities. Creditors under each of
its revolving credit facilities have a claim on a specific pool of assets as collateral. The Company's ability to borrow
under each revolving credit facility is a function of, among other things, the value of the assets in the relevant
collateral pool. The Company refers to the amount of debt the Company can borrow given a certain pool of assets as
the borrowing base.

The Company refers to "Remaining Capacity" as the maximum principal amount of debt permitted to be outstanding
under the respective facility (i.e., the amount of debt the Company could borrow assuming the Company possessed
sufficient assets as collateral) less the principal amount of debt then-outstanding under such facility. The Company
refers to "Availability Under Borrowing Base Limitation" as the lower of Remaining Capacity or the borrowing base
less the principal amount of debt then-outstanding under such facility (i.e., the amount of debt the Company could
borrow given the collateral the Company possesses at such time).

As of December 31, 2014, the following facilities were available to the Company:

. Availability Under
. Remaining .
(In millions) Capacity Borrowing Base
Limitation
Corporate Debt
Senior ABL Facility $1,142 $1,019
Total Corporate Debt 1,142 1,019
Fleet Debt
HVF I U.S. Fleet Variable Funding Notes 481 —
HFLF Variable Funding Notes 153 —
U.S. Fleet Financing Facility 26 19
European Securitization 214
Hertz-Sponsored Canadian Securitization 58 —
Dollar Thrifty-Sponsored Canadian Securitization 89 —

262



Edgar Filing: HERTZ GLOBAL HOLDINGS INC - Form 10-K

Australian Securitization 92 —
Capitalized Leases 42 3

Total Fleet Debt 1,155 24
Total $2,297 $1,043

As of December 31, 2014, the Senior ABL Facility had $1,030 million available under the letter of credit facility
sublimit, subject to borrowing base restrictions.
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Letters of Credit

As of December 31, 2014, there were outstanding standby letters of credit totaling $629 million. Of this amount, $613
million was issued under the Senior Credit Facilities. As of December 31, 2014, none of these letters of credit have
been drawn upon.

Special Purpose Entities

Substantially all of the Company's revenue earning equipment and certain related assets are owned by special purpose
entities, or are encumbered in favor of its lenders under its various credit facilities, other secured financings and
asset-backed securities programs. None of such assets (including the assets owned by each of HVF II, HVF 11 GP
Corp., HVF, RCFC, DNRS II LLC, HFLF, Donlen Trust and various international subsidiaries that facilitate its
international securitizations) are available to satisfy the claims of its general creditors.

The Company consolidates all special purpose entities for which it is the primary beneficiary, some of which are
variable interest entities whose sole purpose is to provide commitments to lend in various currencies subject to
borrowing bases comprised of rental vehicles and related assets of certain of Hertz International, Ltd.'s subsidiaries.
As of December 31, 2014 and 2013, its International Fleet Financing No. 1 B.V., International Fleet Financing No. 2
B.V. and HA Funding Pty, Ltd. variable interest entities had total assets of $427 million and $461 million,
respectively, primarily comprised of loans receivable and revenue earning equipment, and total liabilities of $426
million and $460 million, respectively, primarily comprised of debt.

Accrued Interest

As of December 31, 2014 and 2013, accrued interest was $95 million and $74 million, respectively, which is reflected
in the Company's consolidated balance sheets in “Accrued liabilities.”

Note 7—Employee Retirement Benefits

Qualified U.S. employees, after completion of specified periods of service, are eligible to participate in The Hertz
Corporation Account Balance Defined Benefit Pension Plan, or the “Hertz Retirement Plan,” a cash balance plan. Under
this qualified Hertz Retirement Plan, the Company pays the entire cost and employees are not required to contribute.
Some of its international subsidiaries have defined benefit retirement plans or participate in various insured or
multiemployer plans. In certain countries, when the subsidiaries make the required funding payments, they have no
further obligations under such plans. Company plans are generally funded, except for certain nonqualified U.S.

defined benefit plans and in Germany and France, where unfunded liabilities are recorded. The Company also

sponsors defined contribution plans for certain eligible U.S. and non-U.S. employees, where contributions are

matched based on specific guidelines in the plans.

Effective December 31, 2014, the Company amended the Hertz Retirement Plan to permanently discontinue future
benefit accruals and participation under the plan for non-union employees. The Company anticipates that, while
compensation credits will no longer be provided under the Hertz Retirement Plan after 2014 for affected participants,
interest credits will continue to be credited on existing participant account balances under the plan until benefits are
distributed and service will continue to be recognized for vesting and retirement eligibility requirements.
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In connection with the freezing of the Hertz Retirement Plan, the Company plans to increase employer contributions
under the Company’s qualified 401(k) savings plan (the “401(k) Plan”). Effective January 1, 2015, eligible participants
under the 401(k) Plan will receive a matching employer contribution to their 401(k) Plan account equal to (i) 100% of
the first 3% of employee contributions made by such participant and (ii) 50% of the next 2% of employee
contributions, with the total amount of such matching employer contribution to be completely vested, subject to
applicable limits under the United States Internal Revenue Code. Certain eligible participants under the 401(k) Plan
will also receive additional employer contribution amounts to their 401(k) Plan account depending on their years of
service and age. The Company reserves the right to change its benefit offerings, at any time, in its discretion.

On October 22, 2014, the Company amended two non-qualified, unfunded pension plans. These two plans are The
Hertz Corporation Benefit Equalization Plan, or “BEP,” and The Hertz Corporation Supplemental Executive Retirement
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Plan, or “SERP II.” Effective as of December 31, 2014, the Company permanently discontinued future benefit accruals
and participation under the BEP and the SERP II. Service will continue to be recognized for vesting and retirement
eligibility requirements under the BEP and SERP II.

Effective January 1, 2014, the Hertz Retirement Plan was amended to provide a maximum annual compensation credit
equal to 5% of eligible compensation paid to all plan members who are hired or rehired before January 1, 2014, unless
as of December 31, 2013 the member has at least 120 months of continuous service, in which case the member
continues with an annual credit of 6.5%. All Hertz employees who are hired on or after January 1, 2014 and Dollar
Thrifty employees who become plan members on or after January 1, 2014 were eligible for a flat 3% annual
compensation credit, regardless of the member's number of months of continuous service.

The Company also sponsors postretirement health care and life insurance benefits for a limited number of employees
with hire dates prior to January 1, 1990. The postretirement health care plan is contributory with participants'
contributions adjusted annually. An unfunded liability is recorded. The Company also has a key officer postretirement
car benefit plan that provides the use of a vehicle for retired Executive Vice Presidents and above who have a
minimum of 20 years of service and who retired at age 58 or above. The assigned car benefit is available for 15 years
postretirement or until the participant reaches the age of 80, whichever occurs last.

The following tables set forth the funded status and the net periodic pension cost of the Hertz Retirement Plan, other
postretirement benefit plans including health care and life insurance plans covering domestic (“U.S.”) employees and the
retirement plans for international operations (“Non-U.S.”), together with amounts included in its consolidated balance
sheets and statements of operations:

Pension Benefits Postretirement

U.S. Non-U.S. Benefits (U.S.)
(In millions) 2014 2013 2014 2013 2014 2013
Change in Benefit Obligation
Benefit obligation at January 1 $671 $679 $243 $224 $16 $19
Service cost 28 27 2 3 — —
Interest cost 31 28 10 9 — 1
Employee contributions — — — — 1 1
Plan amendments — 5 ) — — — —
Plan curtailments 42 ) — — — — —
Plan settlements (11 ) — — — — —
Benefits paid (23 ) (23 ) (5 ) 4 ) 2 ) 2 )
Foreign exchange translation — — (22 ) 7 — —
Actuarial loss (gain) 72 35 ) 46 4 — 3 )
Benefit obligation at December 31 $726 $671 $274 $243 $15 $16
Change in Plan Assets
Fair value of plan assets at January 1 $563 $498 $207 $178 $— $—
Actual return on plan assets 55 68 19 23 — —
Company contributions 35 20 5 5 1 1
Employee contributions — — — — 1 1
Plan settlements (11 ) — — — — —
Benefits paid 23 ) (23 ) (5 ) (4 ) 2 ) 2 )
Foreign exchange translation — — (14 ) 5 — —
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Fair value of plan assets at December 31 $619 $563 $212 $207 $— $—
Funded Status of the Plan
Plan assets less than benefit obligation ~ $(107 ) $(108 ) $(62 ) $(36 ) $(15 ) $(16 )
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Pension Benefits Postretirement

U.S. Non-U.S. Benefits (U.S.)
(In millions) 2014 2013 2014 2013 2014 2013
Amounts recognized in balance sheet:
Accrued liabilities $(107 ) $108 ) $62 ) $36 ) $U5 ) $(6 )
Net obligation recognized in the balance sheet$(107 ) $(108 ) $62 ) $36 ) $15 ) $(16 )
Prior service credit $2 $13 $— $— $— $—
Net gain (loss) 97 ) (94 ) (50 ) (12 ) 1 —
Accumulated other comprehensive gain (loss) (95 ) (81 ) (50 ) (12 ) 1 —
Eerf:friltded accrued pension or postretirement (12 ) @7 ) (12 ) (24 ) (16 ) (16 )
Net obligation recognized in the balance sheet$(107 ) $(108 ) $62 ) $36 ) $U15 ) $(16 )
'Ijotal recognized in other comprehensive $14 $(79 ) $38 $(5 ) $— $3 )
(income) loss
Total recognized in net periodic benefit cost
and other comprehensive (income) loss $33 $(52 ) $35 86 ) $1 $2 )
Estimated amounts that will be amortized
from accumulated other comprehensive
(income) loss over the next fiscal year:
Net loss $(2 ) $(2 ) $Q2 ) $— $— $—
Accumulated Benefit Obligation at $720 $626 $272 $239 N/A N/A
December 31
Weighted-average assumptions as of
December 31
Discount rate 3.9 % 4.8 % 4.4 % 4.4 % 3.6 % 4.4 %
Expected return on assets 7.4 % 7.6 % 7.4 % 7.4 % — % N/A
Average rate of increase in compensation 4.0 % 4.6 % 2.6 % 2.6 % — % N/A
Initial health care cost trend rate N/A N/A N/A N/A 7.3 % 7.5 %
Ultimate health care cost trend rate N/A N/A N/A N/A 4.5 % 4.5 %
Number of years to ultimate trend rate N/A N/A N/A N/A 15 16

N/A - Not applicable

The discount rate used to determine the December 31, 2014 benefit obligations for U.S. pension plans is based on the
rate from the Mercer Pension Discount Curve-Above Mean Yield that is appropriate for the duration of the Company's
plan liabilities. For its plans outside the U.S., the discount rate reflects the market rates for an optimized subset of
high-quality corporate bonds currently available. The discount rate in a country was determined based on a yield curve
constructed from high quality corporate bonds in that country. The rate selected from the yield curve has a duration
that matches its plan.
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The expected return on plan assets for each funded plan is based on expected future investment returns considering the
target investment mix of plan assets.

The following table sets forth the net periodic pension and postretirement (including health care, life insurance and

auto) expense:

Pension Benefits

U.S.
Years Ended December 31,
2013 2012
(In millions) 2014 (As (As
Restated)(a) Restated)(a)

Components of Net
Periodic
Service cost $28 $27 $25
Interest cost 31 28 28
Expected return on plan
assets (40 ) (36 ) (34 )
Net amortizations 2 7 10
Settlement loss 4 — 2
Curtailment gain (10 ) — —
Special termination cost 4 — —
Net pension and $26 $31
postretirement expense
Weighted-average
discount rate for 4.8 % 4.0 % 4.7 %
expense (January 1)
Weighted-average
assumed long-term rate 76 % 76 % 3.0 %
of return on assets
(January 1)
Initial health care cost N/A N/A N/A
trend rate
Ultimate health care costN A N/A N/A
trend rate
Number of years to N/A N/A N/A

ultimate trend rate
N/A - Not applicable

Non-U.S.

2014

32

7.4

N/A

N/A

N/A

%

%

2013

4.3

7.4

N/A

N/A

N/A

%

%

2012

$2
10

(12

4.8

7.4

N/A
N/A

N/A

)

%

%

Postretirement
Benefits (U.S.)

2014 2013 2012
$—  $—  $—
1 1 1

44 % 36 % 44 D
N/A N/A N/A
75 % 78 % 81 %
45 % 45 D 45 %
15 16 17

(a) In 2014, the Company changed its method of calculating the market-related value of pension assets as more fully

described below.

The loss in “Accumulated other comprehensive income (loss)” at December 31, 2014 and 2013 relating to pension

benefits was $101 million and $58 million, respectively.
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Changing the assumed health care cost trend rates by one percentage point is not expected to have an impact on the
total of service and interest cost components or on the postretirement benefit obligation.

The provisions charged to income for the years ended December 31, 2014, 2013 and 2012 for all other pension plans
were approximately $10 million, $10 million and $9 million, respectively.
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The provisions charged to income for the years ended December 31, 2014, 2013 and 2012 for the defined contribution
plans were approximately $18 million, $18 million and $19 million, respectively.

Plan Assets

The Company has a long-term investment outlook for the assets held in the Company sponsored plans, which is
consistent with the long-term nature of each plan's respective liabilities. The Company has two major plans which
reside in the U.S. and the U.K.

The U.S. Plan, or the “Plan,” currently has a target asset allocation of 65% equity and 35% fixed income. The equity
portion of the Plan is invested in one passively managed S&P 500 index fund, one passively managed U.S.
small/midcap fund, one actively managed international fund and one actively managed emerging markets fund. The
fixed income portion of the Plan is actively managed by professional investment managers and is benchmarked to the
Barclays Long Govt/Credit Index. The Plan assumes a 7.4% rate of return on assets expected long-term annual
weighted-average for the Plan in total.

In 2014, the Company changed its method of calculating the market-related value of pension assets for the U.S. Plan
for purposes of determining the expected return on plan assets and accounting for asset gains and losses. The new
method uses fair value instead of the calculated market-related value that has been used historically. The Company
believes this method is preferable as it represents fair value as of the balance sheet date. This change in accounting
principle was applied retroactively to all prior periods. In connection with the change in accounting principle, the
Company determined that the calculated market-related value was not properly valued subsequent to the 2005
acquisition accounting applied when the Company was sold by Ford Motor Company to a consortium of private
equity investors and therefore a portion of the cumulative impact on expense due to the change in asset method has
been deemed a correction of an error .The cumulative impact from 2005-2014 is an increase in accumulated other
comprehensive loss and a decrease in the accumulated deficit of $27 million ($17 million, net of tax), $24 million
($15 million, net of tax) of which has been deemed to be due to the change in accounting principle, and $3 million ($2
million, net of tax) is attributable to the correction of an error. The impact of the change in accounting principle was a
$4 million increase to accumulated deficit and a corresponding reduction in accumulated other comprehensive loss as
of January 1, 2012 (net of tax), while the impact of the error correction was a $2 million decrease to accumulated
deficit and increase to accumulated other comprehensive loss as of January 1, 2012 (net of tax). The error correction
was immaterial to each of the annual periods presented in this Annual Report on Form 10-K. The following table sets
forth the effect of the change in accounting principle by period.
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Years Ended December 31,
Increase (decrease) in millions, except per share data 2014 2013
Consolidated Balance Sheets
Accumulated deficit $15 $6
Accumulated other comprehensive income (loss) (15 ) (6
Consolidated Statements of Operations
Direct operating (14 ) $(12
Provision for taxes on income (loss) 5 $5
Net income (loss) 9 7
Earnings per Share - Basic 0.02 0.02
Earnings per Share - Diluted 0.02 0.02
Consolidated Statements of Comprehensive Income (Loss)
Net income (loss) 9 7
Reclassifications of net periodic costs related to defined benefit pension (14 ) (12
plans
Tax impact related to net gains and losses on defined benefit pension 5 5
plans
Total other comprehensive income (loss) ¢ ) (7
Consolidated Statements of Changes in Equity
Net income (loss) 9 7
Other comprehensive income (loss) ¢ ) (7
Accumulated deficit 15 6
Accumulated other comprehensive income (loss) (15 ) (6
Consolidated Statements of Cash Flows
Net income (loss) 9 7

Changes in assets and liabilities, net of acquisitions - Accrued liabilities (9

)

@

)

2012

$(1

©

0.02
0.01

The U.K. Plan has a target allocation of 37.5% actively managed multi-asset funds, 27.5% passive equity funds and

35% passive bond funds. The actively managed multi-asset funds are intended to deliver a long-term equity-like
return but with reduced levels of volatility. The target allocation for the passive bonds is 70% in index-linked
government bonds and 30% in corporate bonds. The target allocation for the equity funds are that 45% are held in

U.K. Equities and the remainder diversified across global markets. All of the invested assets of the U.K. Plan are held

via pooled funds managed by professional investment managers. The U.K. Plan assumes a 7.5% rate of return on

assets expected long-term weighted-average for the Plan in total.
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The fair value measurements of the Company's U.S. pension plan assets are based upon significant observable inputs
(Level 2) that reflect quoted prices for similar assets or liabilities in active markets. The fair value measurements of its
U.S. pension plan assets relate to common collective trusts and other pooled investment vehicles consisting of the
following asset categories:

(In millions) December 31,
Asset Category 2014 2013
Short Term Investments $13 $13
Equity Securities:
U.S. Large Cap 171 160
U.S. Mid Cap 50 46
U.S. Small Cap 38 36
International Large Cap 99 101
International Emerging Markets 29 18
Asset-Backed Securities 4 —
Fixed Income Securities:
U.S. Treasuries 63 60
Corporate Bonds 123 106
Government Bonds 10 6
Municipal Bonds 10 11
Real Estate (REITs) 9 6
Total fair value of pension plan assets $619 $563

The Company's U.K. Plan accounts for $201 million of the $212 million in fair value of Non-U.S. plan assets at
December 31, 2014. The fair value measurements of its U.K. pension plan assets are based upon significant
observable inputs (Level 2) and relate to common collective trusts and other pooled investment vehicles consisting of
the following asset categories:

(In millions) December 31, 2014 December 31, 2013
Asset Category Level 1 Level2  Level 1 Level 2
Actively Managed Multi-Asset Funds:

Diversified Growth Funds $74 $— $74 $—
Passive Equity Funds:

U.K. Equities 25 — 24 —
Overseas Equities 31 — 30 —
Passive Bond Funds:

Corporate Bonds — 21 — 20
Index-Linked Gilts — 50 — 47
Total fair value of pension plan assets $130 $71 $128 $67
Contributions

The Company's policy for funded plans is to contribute annually, at a minimum, amounts required by applicable laws,
regulations and union agreements. In 2014, the Company made cash contributions and benefit payments to its U.S.
qualified pension plan of $35 million and all other international plans of $5 million. In 2013, the Company made cash
contributions and benefit payments to its U.S. qualified pension plan of $20 million and all other international plans of
$5 million. The Company does not anticipate contributing to the U.S. qualified pension plan during 2015. For the
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international plans the Company anticipates contributing $3 million during 2015. The level of 2015 and future
contributions will vary, and is dependent on a number of factors including investment returns, interest rate
fluctuations, plan demographics, funding regulations and the results of the final actuarial valuation.
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Estimated Future Benefit Payments

The following table presents estimated future benefit payments:

(In millions) Pension Postretirement
Benefits Benefits (U.S.)

2015 $50 $1

2016 37 1

2017 43 1

2018 45 1

2019 48 1

After 2019 282 6
$505 $11

Multiemployer Pension Plans

The Company contributed to several multiemployer defined benefit pension plans under collective bargaining
agreements that cover certain of its union-represented employees. The risks of participating in such plans are different
from the risks of single-employer plans, in the following respects:

Assets contributed to a multiemployer plan by one employer may be used to provide benefits to employees of other

participating employers.

If a participating employer ceases to contribute to the plan, the unfunded obligations of the plan may be borne by

the remaining participating employers.

If the Company ceases to have an obligation to contribute to the multiemployer plan in which the Company had

been a contributing employer, the Company may be required to pay to the plan an amount based on the underfunded

c)status of the plan and on the history of its participation in the plan prior to the cessation of its obligation to
contribute. The amount that an employer that has ceased to have an obligation to contribute to a multiemployer plan
is required to pay to the plan is referred to as a withdrawal liability.

b)

The Company's participation in multiemployer plans for the annual period ended December 31, 2014 is outlined in the
table below. For each plan that is individually significant to the Company, the following information is provided:

The “EIN / Pension Plan Number” column provides the Employer Identification Number and the three-digit plan

number assigned to a plan by the Internal Revenue Service. The most recent Pension Protection Act Zone Status

available for 2013 and 2014 is for plan years that ended in 2013 and 2014, respectively. The zone status is based on
information provided to the Company and other participating employers by each plan and is certified by the plan's
actuary. A plan in the “red” zone has been determined to be in “critical status”, based on criteria established under the
Internal Revenue Code, or the “Code,” and is generally less than 65% funded. A plan in the “yellow” zone has been
determined to be in “endangered status”, based on criteria established under the Code, and is generally less than 80%
funded. A plan in the “green” zone has been determined to be neither in “critical status” nor in “endangered status,” and is
generally at least 80% funded.

The “FIP/RP Status Pending/Implemented” column indicates whether a Funding Improvement Plan, as required under

the Code to be adopted by plans in the “yellow” zone, or a Rehabilitation Plan, as required under the Code to be adopted
by plans in the “red” zone, is pending or has been implemented as of the end of the plan year that ended in 2014.
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The “Surcharge Imposed” column indicates whether the Company's contribution rate for 2014 included an amount in
addition the contribution rate specified in the applicable collective bargaining agreement, as imposed by a plan in
“critical status,” in accordance with the requirements of the Code. The last column lists the expiration dates of the
collective bargaining agreements pursuant to which the Company contributed to the plans.
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For plans that are not individually significant to the Company, the total amount of contributions is presented in the
aggregate.

. Pension FIP / Contributions by Expiration
EIN /Pension . . Dates of
Protection Act  RP Status The Hertz Corporation Surcharge .
Plan . o Collective
Zone Status Pending / (In millions) ..
Bargaining
Pension Fund Number 2014 2013 Implemented 2014 2013 2012 Imposed  Agreements
Western
Conference of  91-6145047 Green Green NA $6 $4 $4 NA 1/31/2013 -
10/1/2015
Teamsters
Teamsters Central 5/31/2013 -
States 36-6044243 Red Red Implemented 1 1 1 No 3/10/2017
. 9/25/2011%* -

IAM National 51-60321295 Green Green NA 1 1 1 NA ’/31/2016
Midwest
Operating 36-6140097 Green Green NA 1 1 1 NA 2/25/2014
Engineers
Local 1034%*%* 13-6594795 Red Red Implemented — — — Yes 5/2/2013*
Operating
Engineers Local 38-1900637 Red Red Implemented — — — No 6/30/2016
324
Western
Pennsylvania 25-6029946 Red Red Implemented — — — No 11/4/2014
Teamsters
Other Plans 1 1 1
Total
Contributions $10 38 38

*The parties are still attempting to negotiate a successor agreement.
s Lhe amount contributed by Hertz to the Local 1034 Pension Fund was reported as being more than 5% of total
contributions to the plan, on the fund's Form 5500 for the year ended December 31, 2014.

During 2012, Hertz completely withdrew employees from an existing multi-employer pension plan with the Central
States Pension Fund, or the ‘“Pension Fund,” and entered into a new agreement with the Pension Fund, which adopted an
alternative method for determining an employer's unfunded obligation that would limit Hertz funding obligations to

the Pension Fund in the future. As part of the agreement, certain Pension Fund participants were effectively moved to
the Hertz retirement plan and the remaining participants were moved to a new pension plan sponsored by the Pension
Fund. In connection with the complete withdrawal from the Pension Fund, Hertz was subject to a withdrawal liability

of approximately $24 million, substantially all of which was paid in December 2012.

Note 8—Stock-Based Compensation

Plans

On February 28, 2008, the Company's Board of Directors adopted the Hertz Global Holdings, Inc. 2008 Omnibus
Incentive Plan, or the “Omnibus Plan,” which was approved by its stockholders at the annual meeting of stockholders

held on May 15, 2008 and amended and restated on May 27, 2010. A maximum of approximately 32,700,000 shares
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are reserved for issuance under the Omnibus Plan. The Omnibus Plan provides for grants of both equity and cash
awards, including non-qualified stock options, incentive stock options, stock appreciation rights, performance awards
(shares and units), restricted stock, restricted stock units and deferred stock units to key executives, employees and
non-management directors. The Company also granted awards under the Hertz Global Holdings, Inc. Stock Incentive
Plan, or the “Stock Incentive Plan,” and the Hertz Global Holdings, Inc. Director Stock Incentive Plan, or the “Director
Plan”, or collectively the “Prior Plans.”

The Omnibus Plan provides that no further awards will be granted pursuant to the Prior Plans. However, awards that
had been previously granted pursuant to the Prior Plans will continue to be subject to and governed by the terms of the
Prior Plans. As of December 31, 2014, there were 3,606,457 shares of its common stock underlying awards
outstanding under the Prior Plans. In addition, as of December 31, 2014, there were 7,669,877 shares of its common
stock underlying awards outstanding under the Omnibus Plan.
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In addition to the 11,276,334 shares underlying outstanding awards as of December 31, 2014, the Company had
19,762,329 shares of its common stock available for issuance of which 15,884,957 shares are available under the
Omnibus Plan, and 3,877,372 shares are available under the treasury stock. The shares of common stock to be
delivered under the Omnibus Plan may consist, in whole or in part, of common stock held in treasury or authorized
but unissued shares of common stock, not reserved for any other purpose.

Shares subject to any award granted under the Omnibus Plan that for any reason are canceled, terminated, forfeited,
settled in cash or otherwise settled without the issuance of common stock after the effective date of the Omnibus Plan
will generally be available for future grants under the Omnibus Plan.

A summary of the total compensation expense and associated income tax benefits recognized under the Prior Plans
and the Omnibus Plan, including the cost of stock options, RSUs, and PSUs, is as follows (in millions of dollars):

Years Ended December 31,
(In millions) 2014 2013 2012
Compensation expense $11 $35 $30
Income tax benefit 4 ) (14 ) (12 )
Total $7 $21 $18

As of December 31, 2014, there was approximately $12 million of total unrecognized compensation cost related to
non-vested stock options, RSUs and PSUs granted by Hertz Holdings under the Prior Plans and the Omnibus Plan.
The total unrecognized compensation cost is expected to be recognized over the remaining 1.6 years, on a weighted
average basis, of the requisite service period that began on the grant dates.

Stock Options and Stock Appreciation Rights

All stock options and stock appreciation rights granted under the Omnibus Plan will have a per-share exercise price of
not less than the fair market value of one share of Hertz Holdings common stock on the grant date. Stock options and
stock appreciation rights will vest based on a minimum period of service or the occurrence of events (such as a change
in control, as defined in the Omnibus Plan) specified by the compensation committee of the Company's Board of
Directors. No stock options or stock appreciation rights will be exercisable after ten years from the grant date.

The Company has accounted for its employee stock-based compensation awards in accordance with ASC 718,
“Compensation-Stock Compensation.” The options are being accounted for as equity-classified awards. The Company
will recognize compensation cost on a straight-line basis over the vesting period. The value of each option award is
estimated on the grant date using a Black-Scholes option valuation model that incorporates the assumptions noted in
the following table. Because the stock of Hertz Holdings became publicly traded in November 2006 and had a short
trading history, it was not practicable for the Company to estimate the expected volatility of its share price, or a peer
company share price, because there was insufficient historical information about past volatility prior to 2013.
Therefore, prior to 2013 the Company used the calculated value method, substituting the historical volatility of an
appropriate industry sector index for the expected volatility of its common stock price as an assumption in the
valuation model. The Company selected the Dow Jones Specialized Consumer Services sub-sector within the
consumer services industry, and the Company used the U.S. large capitalization component, which includes the top
70% of the index universe (by market value).
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The calculation of the historical volatility of the index was made using the daily historical closing values of the index
for the preceding 6.25 years, because that is the expected term of the options using the simplified approach.
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Grants
Assumption 2014 2013 2012
Expected volatility 39.3 % N/A 81.5 %
Expected dividend yield — % N/A — %
Expected term (years) 3 N/A 3
Risk-free interest rate 0.96 % N/A 0.40 %
Weighted-average grant date fair value $7.14 N/A $14.62

A summary of option activity under the Stock Incentive Plan and the Omnibus Plan as of December 31, 2014 is
presented below.

Weighted- Weighted- Aggregate
Average .
. Average = Intrinsic
Options Shares ; Remaining
Exercise Value (In
) Contractual e
Price millions)
Term (years)
Outstanding at January 1, 2014 9,997,360 $11.55 4.5 $170
Granted 500,000 22.75 — —
Exercised (1,392,048 ) 11.03 — —
Forfeited or Expired (209,791 ) 14.42 — —
Outstanding at December 31, 2014 8,895,521 12.62 3.6 106
Exercisable at December 31, 2014 8,206,279 11.21 3.4 102

A summary of non-vested options as of December 31, 2014, and changes during the year, is presented below.

. Weighted-
Non-vested Weighted- Avergage Grant-
Shares Average . Date Fair
Exercise Price
Value
Non-vested as of January 1, 2014 1,472,012 $12.60 $5.13
Granted 500,000 22.75 7.14
Vested (1,045,847 ) 11.84 4.83
Forfeited (236,923 ) 13.77 5.98
Non-vested as of December 31, 2014 689,242 $20.51 $6.81
Additional information pertaining to option activity under the plans is as follows:
Years ended
December 31,

(In millions) 2014 2013 2012
Aggregate intrinsic value of stock options exercised $24 $42 $15
Cash received from the exercise of stock options 18 27 11
Fair value of options that vested 5 6 9
Tax benefit realized on exercise of stock options 1 1 1

Performance Stock, Performance Stock Units, Restricted Stock and Restricted Stock Units

Performance stock, PSUs and performance units granted under the Omnibus Plan will vest based on the achievement
of pre-determined performance goals over performance periods determined by the Compensation Committee. Each of
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the units granted under the Omnibus Plan represent the right to receive one share of the Company's common stock on
a specified future date. In the event of an employee's death or disability, a pro rata portion of the employee's
performance stock, performance stock units and performance units will vest to the extent performance goals are
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achieved at the end of the performance period. Restricted Stock and RSUs granted under the Omnibus Plan will vest
based on a minimum period of service or the occurrence of events (such as a change in control, as defined in the

Omnibus Plan) specified by the Compensation Committee.

A summary of the PSU activity under the Omnibus Plan as of December 31, 2014 is presented below.

Weighted- .
Aggregate Intrinsic
Shares Average Value (In millions)
Fair Value
Outstanding at January 1, 2014 3,335,845 $15.68 $96
Granted 1,181,992 26.20 —
Vested (1,202,062 ) 16.16 —
Forfeited or Expired (1,259,266 ) 18.38 —
Outstanding at December 31, 2014 2,056,509 $19.90 $49
A summary of RSU activity under the Omnibus Plan as of December 31, 2014 is presented below.
Weighted- .
Aggregate Intrinsic
Shares Average Value (In millions)
Fair Value
Outstanding at January 1, 2014 882,333 $17.00 $25
Granted 55,604 28.18 —
Vested (524,464 ) 16.75 —
Forfeited or Expired (89,169 ) 17.61 —
Outstanding at December 31, 2014 324,304 $19.38 $8

Additional information pertaining to RSU activity is as follows:
Years ended December 31,

2014 2013 2012
Total fair value of awards that vested (In millions) $9 $13 $15
Weighted average grant date fair value of awards 28.18 23.95 13.78

Compensation expense for PSUs and RSUs is based on the grant date fair value, and is recognized ratably over the
vesting period. For grants in 2012, 2013 and 2014, the vesting period is three years. In addition to the service vesting
condition, the PSUs had an additional vesting condition which called for the number of units that will be awarded
being based on achievement of a certain level of Corporate EBITDA or other performance measures over the
applicable measurement period.

2014 Awards

In March 2014, the Company granted 12,094 Restricted Stock Units, or "RSUs," and 1,181,992 Performance Stock
Units, or "PSUs," to certain executives and employees at a grant date fair value of $26.20 per PSU/RSU, under the
Hertz Global Holdings, Inc. 2008 Omnibus Incentive Plan, or the "Omnibus Plan." Of the RSUs awarded, 4,461 have
a two year cliff vesting period, and 7,633 vest evenly over three years. Of the total PSUs awarded, 827,404 PSUs have
a performance condition under which the number of units that will ultimately be awarded will vary from 0% to 150%
of the original grant, based on 2014 and combined 2014-2015 Corporate EBITDA results. "EBITDA" means
consolidated net income before net interest expense, consolidated income taxes and consolidated depreciation (which
includes revenue earning equipment lease charges) and amortization and "Corporate EBITDA," represents EBITDA
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as adjusted for car rental fleet interest, car rental fleet depreciation and certain other items, as provided in the
applicable award agreements. These PSU awards vest evenly over a three year vesting period. Of the total PSUs
awarded, 354,588 PSUs have a performance condition under which the number of units that will ultimately be
awarded will be 0% to 100% of the original grant. Satisfaction of the performance condition under this grant is

contingent upon final
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2014 Corporate EBITDA Margin exceeding a minimum level. "Corporate EBITDA Margin" means Corporate
EBITDA as a percentage of Consolidated Revenue. These PSU awards vest evenly over a three year vesting period.

In November 2014, the Company granted 137,000 Performance Stock Units at a grant date fair value of $22.01 per
share and 500,000 stock options to certain executives under the Omnibus Plan. The PSUs and stock options vest based
on certain performance conditions deemed probable of achievement as of the grant date.

Employee Stock Purchase Plan

The Company operates an Employee Stock Purchase Plan for certain eligible employees and recognized compensation
cost for the amount of the discount on the stock purchased by its employees under the ESPP of $1 million in each of
the years ended December 31, 2013 and 2012. The plan was suspended in 2014 due to the Company's non-timely SEC
filing status.

Note 9—Revenue Earning Equipment

The components of revenue earning equipment are as follows:

Years Ended December 31,
(In millions) 2014 ?21?;{estate d)
Revenue earning equipment $17,837 $17,569
Less: Accumulated depreciation 4,427 ) (3,694 )
13,410 13,875
Revenue earning equipment held for sale, net 243 316
Revenue earning equipment, net $13,653 $14,191
Depreciation of revenue earning equipment and lease charges, net is comprised of the following:
Years Ended December 31,
s 2013 2012
(In millions) 2014 (As Restated) (As Restated)
Depreciation of revenue earning equipment $2,787 $2,415 $2,145
(Gain) loss on disposal of revenue earning equipment® 167 37 97 )
Rents paid for vehicles leased 80 81 80
Depreciation of revenue earning equipment and lease charges, net $3,034 $2,533 $2,128

(a) (Gain) loss on disposal of revenue earning equipment by segment is as follows:
Years Ended December 31,
- 2013 2012
(In millions) 2014 (As Restated)  (As Restated)
U.S. Car Rental $178 $48
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