
THOMSON REUTERS STREETEVENTS

EDITED TRANSCRIPT
CAR.OQ - Q2 2020 Avis Budget Group Inc Earnings Call

EVENT DATE/TIME: JULY 29, 2020 / 12:30PM GMT

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2020 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by framing or similar means, is prohibited
without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the Thomson Reuters logo are registered trademarks of Thomson Reuters and its
affiliated companies.

http://www.streetevents.com
http://www010.streetevents.com/contact.asp


C O R P O R A T E  P A R T I C I P A N T S

David T. Calabria Avis Budget Group, Inc. - Treasurer & Senior VP of Corporate Finance

John F. North Avis Budget Group, Inc. - Executive VP & CFO

Joseph A. Ferraro Avis Budget Group, Inc. - CEO & President

C O N F E R E N C E  C A L L  P A R T I C I P A N T S

Adam Michael Jonas Morgan Stanley, Research Division - MD

Brian Arthur Johnson Barclays Bank PLC, Research Division - MD & Senior Equity Analyst

Chris Jon Woronka Deutsche Bank AG, Research Division - Research Analyst

Hamzah Mazari Jefferies LLC, Research Division - Equity Analyst

John Michael Healy Northcoast Research Partners, LLC - MD & Equity Research Analyst

Michael Millman Millman Research Associates - Research Analyst

Ryan J. Brinkman JPMorgan Chase & Co, Research Division - Senior Equity Research Analyst

P R E S E N T A T I O N

Operator

Hello, and welcome to the Avis Budget Group Second Quarter 2020 Conference Call. (Operator Instructions) As a reminder, this conference is being
recorded.

It's now my pleasure to turn the call over to David Calabria, Treasurer and Senior Vice President of Corporate Finance. David, please go ahead.

David T. Calabria - Avis Budget Group, Inc. - Treasurer & Senior VP of Corporate Finance

Good morning, everyone, and thank you for joining us. On the call with me are Joe Ferraro, our Chief Executive Officer; and John North, our Chief
Financial Officer.

Before we begin, I would like to remind everyone that we'll be discussing forward-looking information that involves risks, uncertainties and
assumptions that could cause actual results to differ materially from such forward-looking statements and information. Such risks, assumptions,
uncertainties and other factors are identified in our earnings release and other periodic filings with the SEC as well as the Investor Relations section
of our website. We undertake no obligation to update or revise our forward-looking statements.

On this call, we will discuss certain non-GAAP financial measures. Please refer to our earnings press release, which is available on our website, for
how we define these measures and reconciliations to the closest comparable GAAP measures.

With that, I'd like to turn the call over to Joe.

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Thank you, David. Good morning everyone, and thank you for joining us today. I would like to start by saying that I could not be more proud of
our team and I want to thank everyone for their leadership, support and dedication to the organization during a very challenging time for both
our company and our families.
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We will look back on the second quarter of 2020 as an extraordinary 3-month period filled with achievements that, at the beginning of April, we
weren't sure were possible. However, we have remarkable success in so many areas and as a result, I've never been more confident that we will
not only make it through this crisis but come out stronger on the other side.

This morning, I will provide an update on the significant actions we took in the second quarter to respond to the pandemic. Then, I will share with
you our commitments to cleanliness and safety through the Avis Safety Pledge and the Budget Worry-Free Promise, additional protective actions
we have taken, and our innovative touchless rental experience. Finally, I will discuss business trends and our outlook for July and beyond. After
that, John will discuss our liquidity and cash position, which is sufficient to take us through the balance of 2020 and into 2021.

The second quarter was clearly the most difficult quarter in our history, far eclipsing what we experienced during either 9/11 or the great financial
crisis of 2008. Our total revenues were down 67% year-over-year and resulted in a net loss of $481 million. Adjusted EBITDA for the second quarter
was a loss of $382 million, but was significantly better than our expectations heading into April.

In fact, we saw a strong sequential improvement in EBITDA each month as we right sized our fleet to market demand and removed substantial
cost. The quarter culminated with a small adjusted EBITDA loss of $28 million for June, highlighted by positive adjusted EBITDA of $3 million for
the Americas segment. We believe this is a remarkable recovery and speaks to the flexibility and discipline in our organization, which allows us to
quickly reduce expenses to match revenue changes.

In March, we initially targeted $400 million in cost removal. As the pandemic unfolded, it became clear that we needed to do more. As a result, we
increased the magnitude of our cost removal actions and we announced an annualized target of $2 billion in May. Since then, we have continued
to increase our efforts and are currently targeting more than $2.5 billion in annualized savings. Because of our decisive actions, second quarter
expenses finished 47% lower than prior year as we removed over $1 billion of cost in just the last 3 months. We are confident we can continue this
momentum and find additional opportunities in the balance of the year.

We were able to achieve this magnitude of cost removal in 3 areas. First, we significantly reduced the size of our workforce and the costs associated
with our remaining staff. We offered comprehensive separation packages and furloughed employees around the world, totaling over 60% of our
pre-pandemic workforce. We reduced compensation for our senior leadership, froze merit increases, eliminated the 401(k) match for highly
compensated employees and suspended hiring. While these actions are the most difficult as they affect our most important asset, our people, they
were necessary to ensure the future health of the organization.

Second, we evaluated every expense globally, to challenge the team to eliminate any nonessential spend. Additionally, we collaborated with our
vendors, airports, landlords and service providers to find creative solutions in an environment with significant revenue declines. We are incredibly
appreciative of all our partners for the overwhelming positive response we received as we navigated through this disruption.

Finally, we took immediate action to shrink the size of our fleet. We capitalized on a rapidly recovering used car market and sold nearly double the
number of vehicles targeted in our second quarter operational plan at a significant gain on disposal per unit. Altogether, we disposed of over
100,000 vehicles and canceled over 185,000 incoming orders around the world. These efforts demonstrated our ability to rapidly reduce our fleet
to scale the business to current demand trends.

In the month of June, our U.S. disposals were 30% higher than the same month last year. Ending fleet size at the quarter end was down 26%
year-over-year, exceeding the commitment we made on our last earnings call to be down 20% by June 30. Per-unit fleet costs were $221 per month,
a 17% reduction year-over-year as we deploy mileage optimization, enhance our analytics and increase use of alternative disposition channels for
vehicle sales. We finished June with global utilization in the 50% range and maintained the ability to flex our fleet size up or down, allowing us to
react to increased demand for further travel disruptions.

Because of these dramatic actions, we were able to significantly improve our expected cash burn for the quarter. We initially targeted a burn of
$900 million but improved our results by 36%, resulting in a cash burn of $580 million for the quarter. This provides additional liquidity and insulates
us in the event of further disruptions or impacts to our business in the back half of the year.
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We responded in the quarter by quickly identifying the impact that COVID would have on our business and taking immediate actions to reduce
headcount, cut expenses and shrink our fleet to improve utilization. We believe our quick and targeted action has positioned us to both navigate
the pandemic and capitalize on consumer demand when it returns.

Throughout this crisis, we have never lost sight of the fact that our highest priority has and always will be the health and safety of our staff and our
customers. With this guiding principle, I'd like to share with you some of the industry-leading safety measures we have implemented to protect
everyone visiting our locations.

Early this month, we announced the launch of a coalition designed to enhance the cleanliness and disinfection of our rental facilities and our
vehicles. This coalition includes RB, which is the maker of Lysol, medical professionals with expertise in public health and COVID-19 and Hip Hop
Public Health, a national nonprofit organization that creates engaging content to drive behavioral change and supplements our employee training
for consistent responsible habits.

A team of scientists from Lysol, which manufactures the first products to receive EPA approval and validation as effective against COVID-19, is
providing guidance to enhance the effectiveness of our cleaning protocols. Furthermore, we are using Lysol products to replace or supplement
existing CDC-recommended and EPA-certified products currently in use. This provides our customers peace of mind, knowing they're getting into
a clean, safe and disinfected car, enabling control over their environment and superior safety experience compared to other modes of transportation.
For more on how we clean our vehicles, you can find videos on avis.com and budget.com, detailing how we clean and sanitize our vehicles before
and after every rental.

Utilizing input from both the medical professionals we partnered with, and Hip Hop Public Health to create training and communication materials
for our team, we've also taken significant steps to enhance the cleanliness of our rental facilities and to encourage proper use of personal protective
equipment and social distancing to protect our staff and our customers. Some of the many improvements we have made include ensuring our
facilities utilize plexiglass shields along with signage and floor markings to encourage distancing. We provide our staff with masks, hand sanitizers
and gloves and are making that protective equipment available to all customers.

Our employees have received enhanced safety protocols. We instituted daily health self-assessments before each shift. We encourage anyone who
feels ill to stay at home with enhanced sick leave policy. And in the U.S., we check staff temperatures before beginning work and we offer free
COVID-19 testing for all employees.

Our commitment to safety goes beyond just cleaning our facilities and vehicles. Years of investment in technology and innovation put us at the
forefront of contactless rentals. Our Mobile Select product allows our Avis Preferred customers upon arrival to select their specific car on their
phone, proceeding directly to their selection, then utilizing unique QR code to exit via an automated gate exit. This process is fast, simple and, most
importantly, contactless. Customers are overwhelming positive on the experience. And we are accelerating the installation of additional automated
gate exits on our facilities around the country.

Additionally, for customers who have not yet experienced our award-winning app, we launched express digital check-in for our dot-com customers,
allowing them to expedite transaction time while picking up their sanitized vehicle. We look forward to further expanding unique and differentiated
offerings using technology in the future.

Now, I will provide an update on our business trends and our outlook for the summer. Revenues for the second quarter showed sequential
improvement from down 78% from prior year in April, 68% in May, and finished down 59% in June. While airport travel remains depressed, our
latest rental data shows even nonflying customers are coming to airports to rent vehicles. For example, in the U.S., we have seen consistent recovery
approximately 10 percentage points above passenger screening data released by the TSA.

Our local market business continues to provide stability, driven by off-airport operations, light commercial vehicles, ride-hail, package delivery and
Zipcar. These areas performed especially well during the quarter, in many cases, generating revenue in June at or near prior year levels. Of particular
note, our package delivery business in the U.S. is up double digits in the second quarter, and we are increasing our fleet to match further demand.
Zipcar has seen sequential improvement in both the Americas and the U.K. as urban customers seek private transportation to run errands or vacation
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outside the city. Internationally, we had success in reducing the fleet to more closely match the current demand, with June fleet down 40% from
prior year and are seeing utilization in the low 70% range in July.

In general, rental patterns have switched to higher leisure compared to corporate travel, skewed towards local versus out-of-town customers and
are primarily at off-airport location. Reservation demand is closer to the date of travel surrounding weekend checkout days.

We have seen consistent sequential week-over-week rental volume increases since early April, with both the Americas and International having
their best volume to date last week due to increased leisure activity. We expect the velocity of recovery to moderate in the third quarter but expect
utilization will continue to improve as we further match fleet with demand. We anticipate both positive cash flow and adjusted EBITDA for the
remainder of 2020.

I would be remiss if my comments on the second quarter did not address our stance on racial injustice given the tragic events that transpired in
the spring and subsequent robust discourse in our nation. I want to emphasize we take pride in our highly diverse workforce. We are committed
to equality and inclusion, and we're taking action within our company to meet our commitment.

In closing, I'm extremely proud of our team and their performance. I would like to express my sincere gratitude to our frontline employees for their
hard work during these uncertain times. Their tireless efforts ensure our cars and locations are clean and sanitized and are ready to allow customers
around the world to access safe transportation.

With that, I'll turn it over to John to discuss our liquidity and cash position.

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Thank you, Joe. Good morning, everyone. Let me begin by saying how proud I am of what our team has accomplished over the last few months
in the face of an unprecedented reduction in demand back in April. While we have a long road ahead of us, we believe the $500 million of liquidity
we have raised since the start of the crisis, our dramatic cost removal actions and reduction in cash burn has set us up to not only weather the
storm but to emerge in a position of strength during the recovery.

For the second quarter, we estimated cash burn will be approximately $900 million, including $100 million in previously scheduled debt retirements.
Our second quarter cash burn was $580 million, an improvement of 36% or $320 million better than our estimate due to continued vigilance around
expense control and stronger-than-anticipated vehicle fleet disposals. We are extremely proud of this result as it was the product of efforts by our
entire team around the world and was a focal point of our plan for the second quarter.

In the quarter, we obtained an amendment to our credit agreement approved by 97% of our lenders, which provided both a covenant waiver and
increased the amount of our authorized debt by $750 million. Subsequently, we completed an offering of $500 million of senior secured notes to
provide additional liquidity and secured an inaugural $35 million floor plan financing facility to accelerate direct-to-consumer vehicle sales. As of
June 30, we had available liquidity of $1.5 billion, comprised of approximately $1.3 billion in cash and equivalents, and approximately $200 million
in availability on our revolving credit facility. We have no meaningful corporate debt maturities until 2023 and have no need to refinance any fleet
debt this year.

I wanted to provide an update on our vehicle securitization debt, which is comprised of ABS term debt and bank conduit facilities around the world.
We were in compliance with all facilities as of the end of the second quarter and did not require any additional equity injections. Our largest
structure, AESOP in the United States, continues to have significant headroom on maintenance covenant tests as we met the monthly mark-to-market
test by more than 105% and we met the disposition test by more than 111% at the end of June. In fact, our mark-to-market test improved sequentially
each month throughout the quarter. I would refer you to our investor presentation for a historical view of our maintenance covenant test, which
shows the strength of our structure.

Finally, I'd like to share our thinking for the remainder of the year. Everyone has a view what the recovery will look like, but we'll not pretend to be
able to predict the path of the virus. We do expect that demand recovery, which moderated as hotspots flared up, will begin to improve again
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when new cases start to fall, quarantines are lifted and borders are reopened. As we have experienced, when states or countries reopen, vehicle
rental activity accelerates. However, we continue to believe that a full recovery is contingent upon effective therapeutics and a vaccine.

While any projection for the future remains difficult, we have internally modeled numerous scenarios for how the recovery may play out. In our
operational case, we are anticipating to be cash flow and EBITDA positive in July and beyond. We remain laser-focused on further reducing expenses
and will evaluate all liquidity options, including governmental programs around the world.

In conclusion, we remain vigilant and are poised to come out on the other side of the current environment as a stronger organization. We continue
to emphasize safety, trust and empathy in all of our actions as we protect our team and our customers.

And with that, Joe and I are happy to take some questions.

Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions) Our first question is coming from Ryan Brinkman from JPMorgan.

Ryan J. Brinkman - JPMorgan Chase & Co, Research Division - Senior Equity Research Analyst

I think you surprised a lot of people, possibly even yourselves, with the degree of operating cost reduction you were able to effect in the quarter.
How should investors be thinking about this? Is it more that what investors and analysts maybe considered to be fixed costs are really semi-variable
and could be flexed to a greater degree than previously thought? Is it the case that as you were cutting costs in 2Q, you found some expenses that
maybe don't need to be added back, improving margin when volume does return? Or is it maybe that some costs were unsustainably reduced?
Definitely, you cut more costs than expected, but what is the right way to interpret what that means for future performance?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. This is Joe. We got off to a really quick start. We announced that on the last earnings call. I think the thing that we saw quickly was the dramatic
decline in our rental activity and our volume. And being around during 9/11 and the economic crisis, we knew we had to act fast, and we did.

I think we centered on a couple -- I said it in our remarks. We looked at our fleet. That's the one that's most variable, that we could kind of move
around. And we took really big action in March. The -- as you know, the environment changed steadily in April. Everything was shut down. We
could do very little. And then we saw that kind of pick up as we went into probably mid-May. And then in June, as I said, we sold more cars than
we did in the U.S. prior to June. So I think that was a pretty big determining factor of how we tried to align our fleet -- or align our fleet size with
our volume and demand. And we have historically been pretty good at that, even with changes in program and risk relationships of cars, and we
did that around the world.

We then took a look at all the expenses associated with the day-to-day running of the business, the headcount cost, the direct operating and the
G&A, and we made some significant moves there as well. It's not easy taking costs out of -- that significant amount of costs out of the business.
And we -- since the beginning of April, we're very much inclined to look at our revenues and the changes in revenues and how we can augment
our expenses to meet those declines. And we -- as the -- obviously, as the quarter unfolded, we were able to get better and better about that.

There are some costs associated with -- that we would consider fixed that we were able to move on because of relationships we had with vendors
and airports and things of that nature. And some of those, obviously, as time goes on, will come back. But like I said, it was very difficult taking costs
out. It's not easy. The conversations aren't -- and we will be certainly very pragmatic about how we let costs back in. We're all looking right now
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about how that looks as we go forward. There's a lot of still uncertainty out there. That's why we upped our cost removal. And as time goes on,
we'll be better able to comment on how that looks going forward.

Ryan J. Brinkman - JPMorgan Chase & Co, Research Division - Senior Equity Research Analyst

Okay. Great. And then my follow-up is relative to the new floor plan facility. Could this portend the beginnings of a possibly large shift toward
ramping your direct-to-retail dispositions? I think that was being looked at seriously as a driver of materially higher profits prior to the downturn,
but we'd speculate on our own part that some of those longer-term strategic initiatives requiring capital to implement could take a backseat during
coronavirus. But I remember how you ramped your direct-to-dealer dispositions during the last downturn in '08, '09. And the floor plan facility
helps you, I don't know, do this in a little bit more capital-light way. What's your latest thoughts on the direct-to-retail opportunity?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

I'm going to start off and then I'll turn it over to John. Yes, we've been pretty public about our stance on selling costs through alternative disposition
channels, whether that be direct-to-dealer or a retail environment. We opened up, I think, our 15th retail store earlier this year. And we've had some
really good success about selling cars direct to consumer. As a matter of fact, in the fourth quarter of last year, our best alternative channel month
was -- or quarter was that. It was like 73% of our fleet sold. Then in the month of June, we were kind of in the same range as the buying changed.
So we will continue to look at that as an opportunity, whether it's -- it's certainly a short-term benefit for us as well as a long-term opportunity as
we grow, how we dispose of our vehicles.

I'm just going to say about disposal of cars. If you look at our per-unit fleet cost, over the last, I think it was 10 quarters, we had positive improvement
in how we manage the discipline surrounding our fleet purchases and our fleet sets.

So with that, I'll turn it over to you, John.

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. I think from our perspective, the question is how do we do this in the most capital-efficient way. I think we're really pleased with the relationships
that we have with all of our lenders. And obviously, we've had tremendous support from them, as evidenced by all the financial transactions and
concessions we were given that we've discussed. And from my perspective, I mean $35 million isn't a huge amount of money, but I think it's a
pretty big vote of confidence to put a facility in place and to get credit in an area that historically we haven't probably been as robust in terms of
our activity. And we appreciate the lenders that are giving us support to do that.

To Joe's point, we've got 15 retail locations open. We have aspirations here to do more. And I think we can do it in a way that doesn't require huge
amounts of capital. That's kind of our focus. And if we can find ways to continue to move the ball, even in an environment where we're trying to
conserve capital wherever we can, we think that that's the proverbial win-win. I'm pretty proud of that.

Operator

Our next question is coming from Hamzah Mazari from Jefferies.

Hamzah Mazari - Jefferies LLC, Research Division - Equity Analyst

My first question is just around margins. Clearly, you took out a lot of costs out of the system. Used car pricing is getting better. You're selling cars
better. Prior to COVID, the company had a 13% to 15% EBITDA margin target. That was back in 2016. You guys had revealed that number. Do you
think that that's still realistic? Can you get there on a much smaller cost base but also just a structurally smaller revenue base? Any thoughts as to
how you're thinking about the margin profile of this business? We realize revenues will be smaller because of travel taking longer to come back.
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John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. This is John. I think, as Joe mentioned, we've been laser-focused on taking costs out. And what that means longer term as we think about 2021
and beyond, we'll have to see how things come back. There are certainly things we've done that are going to be permanent. There are things that
are variable and associated with volume coming back. And then there are the semi-fixed things that are kind of in the middle. And over enough
time, you can take any costs out, right? I mean it's just a question how quickly you can get there.

I don't think we're going to talk a lot about what we think the long-term margin profile is. I do think that we believe there's an opportunity to see
improved drop-through in terms of EBITDA as revenue comes back. And the question is what does that look like, and how quickly does it come.
And I think we're in a good spot with where our utilization is and our fleet is today to really go either way. I mean, if revenue comes back, we'll be
able to keep some cars in and we'll pick up some days that way, and we'll see probably good recovery. And then conversely, if it doesn't recover
as quickly, we can do more to exit vehicles as we demonstrated. And I think that's the game plan for the next 6 months. And we'll talk about 2021
as we get a little more clarity.

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. I'll just jump in here and say there's many things that determine overall margin, right? It's price in the marketplace. It's fleet costs, which we've
had -- over the last 2.5 years, have done a really good job reducing fleet cost. And then last is how do you deal with your operating expenses.

I think the thing that we look at is how do all those 3 -- all those different areas come into play. And like I said earlier, we moved a lot of costs this
quarter and tend to move quite a bit more as we continue. And we'll see how that plays out as we move forward. But we have to be protective of
what the uncertainty -- whatever the uncertainty unfolds, whether it be revenue challenges or the like. So more to come on that.

Hamzah Mazari - Jefferies LLC, Research Division - Equity Analyst

Great. And just my follow-up question is just around expectations around revenue per day. Maybe you could talk about July trends as well as part
of that. It looks like you've cut the fleet a lot. Hertz was forced to cut the fleet. Sector looks like it's de-fleeting pretty quickly. Do you expect
improvement in revenue per day in the second half as you think about positive free cash flow?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. Right now, what we're seeing and what we -- what I mentioned earlier is longer-length business, right? And with the longer-length business
-- and it's not just longer-length business that's out in a local market store. It's running through our entire book of business. People are keeping
the cars longer, whether it be due to safety and security concerns about having mobility choices or using it, whether they're going back and forth
to work. But people are keeping the cars longer. And we saw that in the month of April immediately and still until today. Not to the degree that it
was in April, frankly, but still to today.

And when you do that, there are some benefits to that, right, because you clean the car once, you move it once, you gas it once. And at a time like
this where there's significant challenges, it helps us to have a long-term business. The drop-through has become a little bit more apparent than it
would be during normal times. So I think that's been an interesting factor and actually pretty positive.

On the other side, there are -- I think the industry did a really good job about trying to get out the cars and de-fleet, whether it be selling. But
predominantly, we announced we canceled over 185,000 orders during this quarter. If you look at the public -- what's available publicly for -- that
the OEMs are selling the industry, it's down over 50-some-odd percent, right? The last 2 months being down pretty much in the mid-90s.
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So I think the whole industry has managed to cancel enough orders, which should tighten, which should create an environment of -- a supply and
demand environment. And we see that, right, as our rate per day has improved. But the majority of what we see is people are keeping the cars
longer. How long that transpires, I'm not totally sure. But it seems like it's a trend that we see currently today.

Operator

Our next question today is coming from Michael Millman from Millman Research Associates.

Michael Millman - Millman Research Associates - Research Analyst

Sort of following up. Maybe you can talk about what you're seeing particularly from Hertz in terms of their pricing, both corporate and airport. And
also regarding airport, what you're seeing or what you expect to see from, I think, what was very profitable inbound, where that's now and where
that may be going? And generally, when you look at next year, '22 -- or 2 years out, what kind of operating rate or relative rate to what you had in
'19 do you see?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Okay. So from the first part about the competitive set, it seemed -- I thought July 4th pricing was pretty good. But everything changes with the
dynamic of the velocity of the virus, right, and where supply and demand takes place. Like I said, a lot of the demand we see is much longer term,
which when you look at it, has a material effect because the car is out many more days on rate per day. But like I said, I think there's enough profit
opportunity in there for that.

As far as inbound business, yes, the borders are kind of shut, right? The borders between here and Europe or between the U.S. and Canada, they're
shut. So inbound business has been a particular drag. And it's not going to come back to the degree that we would have expected until those --
until that changes. And when that is, it would be very hard for me to predict that. And -- but it is a lucrative part of the business. And unfortunately,
the border closures have prevented that.

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. This is John. I'll just jump in on kind of our longer-term outlook. I think it seems like an age ago now, but back in February, Joe and I were pretty
excited about the opportunities we had from a strategic perspective for the business. And we've laid those out in our investor presentation. We
think those remain. Obviously, we're doing things like direct-to-consumer and looking for the wins we can keep accreting even during a time of
unprecedented declines in revenue. And those are structural things that over time can make a difference.

In terms of what that means in 2022, I mean I think it's hard enough for us to understand what August is going to look like just given how volatile
and dynamic things are changing. But I think what we're focused on is really simple. Whatever the revenue trends are, we're going to get expenses
in line, and we're going to continue to look for opportunities to improve the business where we can. And structurally, we'll talk about what that
might mean longer term as we get just a little more visibility and stability down the road.

Operator

Our next question is coming from Adam Jonas from Morgan Stanley.
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Adam Michael Jonas - Morgan Stanley, Research Division - MD

First question is on fleet, specifically the North American fleet. Great job reducing it to under 400,000 units. Can you tell us as we look into 3Q or
maybe as we (inaudible) can you help us with our modeling of -- obviously dependent on market conditions, but maybe a range of where we could
think about fleet going sequentially for the next couple of quarters? That would be extremely helpful. We won't hold you to it because we understand
it's a super, super volatile environment, but just kind of where your head is there. And then I have a follow-up.

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Sure. I'll take that one. So we do believe that there is utilization opportunities to manage the fleet further as we go. And we wanted to get out our
cars quickly. We did that in March. We utilized some of the program cars that we had as well to kind of get a good head start. As you know, we went
into the second quarter with more fleet because our business in January and February was up double digits in the U.S., as you asked about.

So getting out quickly was very, very important to us. And then April didn't go our way, and then June has. The July selling is still pretty good. How
long that goes is anyone's guess. But I think what you'll see us do -- because right now, I think we're at a great inflection point that we can either
keep the fleet to match demand if it comes back or reduce it further. But the key was trying to get to this position that we are today.

So I think going forward, to answer your question -- and thank you for not having us commit. But what I would say is that we're going to match
further our demand with our fleet. I think there's still opportunity.

Adam Michael Jonas - Morgan Stanley, Research Division - MD

Okay. And as a follow-up. Really outstanding job, riding the ship, being opportunistic during some pretty, pretty dark days and weeks in 2Q. I mean
it was just -- I'm listening to some of the words you're saying on the call. And I'm just -- I know you were pinching yourself, too, like how did we get
here? It's -- and again, a lot of hard work, and your team deserves an enormous amount of credit.

But many people on this call are left with the message of you have sufficient equity in the business. And I want to give you a chance to kind of
confirm that message or that belief because there may be others that take a view of, look, your stocks bounced quite a bit. There may be more
room to go, but it's bounced a lot. You're out of the -- in some ways, out of the danger zone, but there's still a lot of uncertainty. Isn't this a good
time to tap the equity markets and add some equity to the right side of the balance sheet? Could you kind of weigh in on that? Because there's
kind of puts and takes to both of that, but we just -- it is important for the narrative to kind of understand where you guys are thinking on that.
Appreciate it.

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. This is John. Thanks, Adam. Appreciate the kind words. It's certainly been a long 3 months. And as we talked about, we're really proud of the
team. I'd be remiss if I didn't put a hat tip to our treasury team. They've done a phenomenal job of understanding where the markets are, getting
the banks comfortable around the world. We were able to raise $500 million, albeit at a rate that was a little higher than we would have liked, but
we needed the money and we took it.

We still have room. We got $750 million intentionally. We're opportunistic and we're capitalists at heart. If there's something that looks good and
attractive, and we think that there's a market that makes sense, whether it's on the fleet side or elsewhere in the business, we'll take it. But at the
same time, we think we have enough liquidity to make it through the balance of the year, and we anticipate being cash flow positive. And there's
a lot of uncertainty, but as we see it today, that's kind of where our heads are. But we're going to remain really flexible.

The other thing I'd say is the market is changing. And if there are opportunities that are attractive, whatever those may be, that may be another
reason for us to consider certain things. And so I think from our perspective, we feel like we've done a lot. We're in good shape. Our backs aren't
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against the wall right now, which is good. We've got some room to navigate. But if there are things that look compelling, we're certainly going to
avail ourselves of those opportunities.

Operator

Our next question today is coming from Brian Johnson from Barclays.

Brian Arthur Johnson - Barclays Bank PLC, Research Division - MD & Senior Equity Analyst

Just want to drill down on the fleet cost. As you kind of walk from last year's fleet cost to this year's fleet cost in North America, about, what, $60
per unit per car, can you break that down in terms of gains on sale versus hold period assumption versus any change, which I don't think you can
do under accounting, and the estimated residual value of the cars?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. I'll take a shot at that. When we look at fleet cost -- and as I said earlier, it's been over 10 quarters, I think, of reduction in fleet cost. And that
doesn't just happen by chance, right? There's just a lot of effort and a lot of work that goes into play to make that as a result.

When I think about fleet, I think about it in 3 ways: One is how we buy the cars, right? That's part of the analysis that goes into your overall fleet
cost, the trim levels you put on the cars, the mix of program and risk, the type of vehicles you buy, right? Those all play a part. And there's how you
use the vehicle. And we've talked a lot about our mileage optimization strategy, how we evenly -- we put a process in to evenly distribute the
mileage across the fleet. You could sell a car with a certain amount of months and less mileage that has a benefit for you. And then the last is how
you sell the car in the alternate distribution channels that we use. We talked a lot about the retail program and how that generates higher return
or better gains.

So all those 3 things combined create this opportunity. And I think the overlying one is what is your fleet size compared to demand. And we've
always taken an approach, have our fleet size slightly less than demand. So we don't get put into the situation of having to try to sell cars at a
reduced value. And that was apparent in how we managed through this second quarter.

Anything else to add, John?

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

No. I don't think so. I don't think we're going to get into the specifics of deconstructing where the changes came because there are obviously things
that fluctuate from quarter-to-quarter. But you're correct. I mean you don't get to true stuff up based on some change in assumption. That's not
the way the GAAP works. So you're correct in the third statement that you made. But I don't think we're going to get into the specifics around how
much came from gains versus assumption changes or the benefits of mix or anything like that.

Brian Arthur Johnson - Barclays Bank PLC, Research Division - MD & Senior Equity Analyst

Okay. But that will be in the Q, I assume?

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes.
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Brian Arthur Johnson - Barclays Bank PLC, Research Division - MD & Senior Equity Analyst

Okay. So sort of a follow-up. If we look at the $600 million cash inflow from vehicle programs and then getting to the fleet equity and the ABS,
could you maybe also -- maybe how much of that was due to the gain on sales versus just the existing equity cushion in those structures?

David T. Calabria - Avis Budget Group, Inc. - Treasurer & Senior VP of Corporate Finance

So the way I would answer that is, the amount is very minimal from the gains on sale, right? That's our ability to access the advance rate. That's our
ability from the de-fleeting. It's the equity that we had put in, that portion of the fleet originally, right? If you have an 80% advance rate, we supplied
20%. So that's our ability to access that. And if you remember, at the end of Q1, we had given a pro forma of what cash we can have. And instead
of doing that and causing that confusion again, we wanted to make sure everyone saw what our liquidity truly was. And we were able to do that
for the end of the quarter.

Brian Arthur Johnson - Barclays Bank PLC, Research Division - MD & Senior Equity Analyst

Okay. And then final question. Of the -- what you've excluded for COVID, you have like $30 million of airport -- minimum airport guarantees. Is that
coming back? Is that just sort of a onetime? I mean how do we think about that in terms of lower volumes likely through some period at the airports?

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. This is John. If you think about how our concessions work, it's a percentage of revenue with a minimum. And so as we approach trying to
describe the business for everybody, we want to give everybody an accurate depiction of where things were. So where we had airports that required
us to make those minimum payments that exceeded the revenue that we would have remitted under the concession percentages, that's the
amount that we put down into that $30 million.

We did get other airports that have given us waivers. So it's been a mixed bag. But certainly, there are components that did not and that reflects
that, and those are ongoing costs. And the ones that gave us waivers, I mean those aren't indefinite, obviously. So at some point in the future, there
will be expense that comes back. And that ties into what Joe talked about earlier, which is we've taken herculean efforts here to take costs out.
Some of those things are going to be permanent. Others are going to come back either due to volume or just due to the concessions that we were
able to get expiring.

Operator

Our next question today is coming from [John Healy] from Northcoast Research.

John Michael Healy - Northcoast Research Partners, LLC - MD & Equity Research Analyst

Congrats on the progress this quarter, guys. And when I hear the message, I'm very surprised that things have bounced back as fast. And I'm
surprised I'm going to be asking this question, but when I hear about kind of the level of recovery that where you're at, the comfort you're at in
terms of liquidity and things like that, you've got one of your competitors in the bankruptcy process. Do you see yourself or could you see yourself
in a situation where you could potentially pursue a brand, pursue a country or region or maybe some assets out of the Hertz bankruptcy? And do
you think that you can do something sizable or -- that would move the needle from a regulatory standpoint and even just from a governance
standpoint on a comfortability standpoint?
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John F. North - Avis Budget Group, Inc. - Executive VP & CFO

John, good to hear from you. This is John. Obviously, we're paying attention to what's happening in the marketplace. I think there's a lot of different
dynamics. We're pretty focused on sticking to our knitting right now. We've got a lot of work to continue to do. At the same time, we're always
opportunistic. We made a lot of acquisitions in Europe over the last number of years. We think there are things and pieces of the businesses that
could be augmented, depending, and there's a lot of different things that could potentially happen in the marketplace. But as it pertains to specific
things around your question, I mean I think we'll have to wait and see. But I wouldn't expect there to be a huge focus just given what we're working
on kind of internally today.

John Michael Healy - Northcoast Research Partners, LLC - MD & Equity Research Analyst

Fair enough. And then one comment you made that kind of was interesting, I thought, was about the 10% higher take rate and rental car attachment
at airports. Is there a way you could help us kind of understand that number a little bit more, kind of what that number is, maybe where that number
was? I'm saying maybe 5 years ago or so before Uber and Lyft kind of emerged on the scene. And how much of a long-term trend -- or do you think
this is a short-term phenomenon? I know it's all guesswork at this point, but how you think about that attachment rate potentially changing in
years to come?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. This is Joe. We've always rented cars to people who lived close to airport environments. And that's more apparent today than it's ever been.
We think about where some of these airports are geographically located. They're closer to communities than others. And we've seen that increase
in those airports.

Make no bones about it, the airline traffic is down, right? TSA volume is down 74%. It's -- like the last couple of weeks, it's shown -- I think the first
time it's shown actually -- it's been growing since the beginning. In the last couple of weeks, it showed basically flattish or even a decline.

Where that ends up is anyone's guess. And I think that's why we have to be flexible with our cost structures because it is extremely uncertain. And
it's largely dependent right now on the velocity of the virus, right? If you just think about it, they were (inaudible) July 4. There was -- Miami was
open. Then 2 days closer to it, it shut down. It changed a lot of people's habits and the trend lines changed. The tri-state governors in the New York,
New Jersey, Connecticut area have 34 states that you believe got to be quarantined. I think that affects some of that. We will always have our ability
to rent cars locally to people who live close by, and that's kind of what we're seeing. Whether that is growing or gets reduced over time, I think a
lot of that has to do with airline traffic.

John F. North - Avis Budget Group, Inc. - Executive VP & CFO

Yes. This is John. I'd just hop in and say, I think the other dynamic here is that this is all leisure business for the most part. I mean there's not a lot
of corporate travel happening. And as it pertains to ride-hail, I think the question is going to be what do travel policies look like coming out of this?
Is there an opportunity for us to pick up some share going forward if -- if corporate travelers are moving around, are they more likely to rent a car
than take a flight? Are they more likely to rent a car when they get somewhere versus hopping in a ride-hail vehicle? I mean those are things we've
certainly thought about.

Operator

Our next question is coming from Chris Woronka from Deutsche Bank.
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Chris Jon Woronka - Deutsche Bank AG, Research Division - Research Analyst

Wanted to ask you about the RPD. And I know that a big chunk of the delta in the second quarter was just kind of mix shift with longer rentals.
Have you seen -- as you're into July now, have you seen kind of the like-for-like pricing getting better as industry fleets tighten up? And so should
we naturally see that RPD decline, narrow, in the third quarter?

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. This is Joe. So yes, you're right. As I said earlier, the LOR has a tremendous impact on the rate per day. And we've seen the LOR being at its high
in April and come down as the quarter changed and the reverse happened to the RPD. The RPD, which was down most in April, gets better as the
quarter moves forward. July, the rate per day of things are -- it's kind of going in that direction. As the LOR comes down, the rate per day kind of
moves up.

What we see going forward is hard to predict because everything is close in, right? So a good deal of our reservations occur, as I mentioned, close
to the weekend periods. It's a lot if it's leisure. And as the environment and the velocity of the virus changes, so changes people's habits and whether
or not they show or cancel and things of that nature. So kind of hard to predict. But I do agree with the overriding principle, as fleets get more
aligned with the activity, so do the general principles of supply and demand, which equates to price.

Chris Jon Woronka - Deutsche Bank AG, Research Division - Research Analyst

Okay. Great. And then a follow-up was -- and again, I know you don't want to get into specific numbers for back half, which is totally understandable.
But just directionally, you guys have a view on selling more fleet as we wind down the summer and get a little bit seasonally slower on leisure
demand. And if you are going to be selling cars through August, let's say, or September, you probably have some kind of internal assumption about
just the direction of residual value. So any color you can give us on very high level thinking there would be great.

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. I mean we did a lot of work to get us to this point in time when we now can decide what we need to do with our fleet. They're in the right
places. So we canceled a lot of orders, and I think that's very important to this equation, right? The pressure to the fleet is not as great because we
don't have as many cars coming in, obviously. We depleted a whole lot through the month of June. We saw a robust environment in July. And we
will determine what level of velocity we decide to take cars out based on volume. But I think the key in this equation is the fact that the pressure
of cars coming in isn't there.

Operator

We reached the end of our question-and-answer session. I'd like to turn the floor back over for any further or closing comments to Joe.

Joseph A. Ferraro - Avis Budget Group, Inc. - CEO & President

Yes. Thank you. So thanks for joining us today. Summarized, I am incredibly proud of the team's resiliency and ability to navigate our company
through these unprecedented times. We never lost sight of our first priority, which is the safety of our employees and our customers, and entered
an innovative partnership to further our efforts in this area. We've taken decisive actions to remove $2.5 billion in annualized costs and shrunk our
fleet size by 26% by the end of the quarter. We'll continue to adjust our actions to respond to further demand. We have sufficient liquidity to see
us through 2020, and we'll capitalize on the recovery as travel demand returns.

I want to thank you all for your interest in our company, and I look forward to speaking to you soon. Please stay safe.
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Operator

Thank you. That does conclude today's teleconference. You may disconnect your line at this time, and have a wonderful day. We thank you for
your participation today.
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