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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of
this Form 10-K or any amendment to this Form 10-K.
X
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of
the Exchange Act.
Large accelerated filer

X

Accelerated filer

Non-accelerated filer ____

Smaller reporting company____

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).

Yes___

No X

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of June 30, 2010,
the last business day of the registrant’s most recently completed second fiscal quarter, based on the closing price of the stock on the New
York Stock Exchange on such date was $1,209,341,340.
The number of shares outstanding of the registrant’s Common Stock as of February 22, 2011 was 28,780,054.
DOCUMENTS INCORPORATED BY REFERENCE
Portions of the definitive Proxy Statement for the Annual Meeting of Stockholders to be held on June 9, 2011 are incorporated by
reference in Part III.
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FACTORS AFFECTING FORWARD-LOOKING STATEMENTS
This report contains “forward-looking statements” about our expectations, plans and performance, including those under “Management’s Discussion
and Analysis of Financial Condition and Results of Operations - Outlook for 2011” and “Liquidity and Capital Resources.” These statements use
such words as “may,” “will,” “expect,” “believe,” “intend,” “should,” “could,” “anticipate,” “estimate,” “forecast,” “project,” “plan” and similar
expressions. These statements do not guarantee future performance and Dollar Thrifty Automotive Group, Inc. assumes no obligation to update
them. Risks and uncertainties relating to our business that could materially affect our future results include:
 the impact of persistent pricing and demand pressures on our results and our low cost structure, particularly in light of the continuing
volatility in the global financial and credit markets, and concerns about global economic prospects and the timing and strength of a
recovery, and whether consumer confidence and spending levels will continue to improve;
 whether ongoing governmental and regulatory initiatives in the United States and elsewhere to stimulate economic growth will be
successful and the impact of developments outside the United States, such as the sovereign credit issues in certain countries in the European
Union, which could affect the relative volatility of global credit markets generally, and the continuing significant political unrest in the
Middle East, which could cause prices for petroleum products, including gasoline, to rise and adversely affect both broader economic
conditions and consumer discretionary spending patterns;
 our ability to manage our fleet mix to match demand and meet our target for vehicle depreciation costs, particularly in light of the
significant increase in the level of risk vehicles (i.e., those vehicles not acquired through a guaranteed residual value program) in our fleet
and our exposure to the used vehicle market;
 the cost and other terms of acquiring and disposing of automobiles and the impact of conditions in the used vehicle market on our vehicle
cost, including the impact on our results of expected increases in our vehicle depreciation costs in 2011 based on our current expectations
with respect to the used vehicle market, and our ability to reduce our fleet capacity as and when projected by our plans;
 the impact of pricing and other actions by competitors, particularly as they increase fleet sizes in anticipation of seasonal activity;
 the strength of a recovery in the U.S. automotive industry, particularly in light of our dependence on vehicle supply from U.S. automotive
manufacturers, and whether the recovery is sustained;
 airline travel patterns, including disruptions or reductions in air travel resulting from industry consolidation, capacity reductions, pricing
actions, severe weather conditions or other events, such as airline bankruptcies, particularly given our dependence on leisure travel;
 access to reservation distribution channels, particularly as the role of the Internet increases in the marketing and sale of travel-related
services;
 our ability to obtain cost-effective financing as needed (including replacement of asset-backed notes and other indebtedness as it comes
due) without unduly restricting our operational flexibility;
 our ability to manage the consequences under our financing agreements of an event of bankruptcy with respect to any of the monoline
insurers that provide credit support for our asset-backed financing structures (“Monolines”), including Financial Guaranty Insurance
Company and Ambac Assurance Corporation;
 our ability to comply with financial covenants, including the new financial covenants included in our amended senior secured credit
facilities, and the impact of those covenants on our operating and financial flexibility;
 whether our preliminary expectations about our federal income tax position, after giving effect to the impact of the Tax Relief Act, are
affected by changes in our expected fleet size or operations or further legislative initiatives relating to taxes in the United States or
elsewhere, and whether the Company will, as expected, recover previous overpayments in respect of U.S. federal income taxes in 2011;
-3-
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the cost of regulatory compliance, costs and other effects of potential future initiatives, including those directed at climate change and its
effects, and the costs and outcome of pending litigation;
disruptions in the operation or development of information and communication systems that we rely on, including those relating to methods
of payment;
local market conditions where we and our franchisees do business, including whether franchisees will continue to have access to capital as
needed;
the effectiveness of actions we take to manage costs and liquidity; and
the impact of other events that can disrupt consumer travel, such as natural and man-made catastrophes, pandemics and actual and
perceived threats or acts of terrorism.

We are also subject to risks relating to a potential business combination transaction, including the following:







whether Avis Budget Group, Inc. (“Avis Budget”) would obtain regulatory approval to engage in a business combination transaction with
us and, if so, the conditions upon which such approval would be granted (including potential divestitures of assets or businesses of either
company), whether we and Avis Budget would reach agreement on the terms of such a transaction, whether our stockholders would
approve the transaction and whether other conditions to consummation of the transaction would be satisfied or waived;
the impact on our results and liquidity if we become obligated to pay a termination fee to Hertz Global Holdings, Inc. (“Hertz”) upon our
entry into a definitive agreement for, or our completion or recommendation of, a qualifying business combination transaction within 12
months of the October 1, 2010 termination date of our merger agreement with Hertz, and whether and the extent to which the relevant third
party would bear all or any portion of that fee;
the risks to our business and prospects pending any future business combination transaction, diversion of management’s attention from dayto-day operations, a loss of key personnel, disruption of our operations, and the impact of pending or future litigation relating to any
business combination transaction; and
the risks to our business and growth prospects as a stand-alone company, in light of our dependence on future growth of the economy as a
whole to achieve meaningful revenue growth in the key airport and local markets we serve, high barriers to entry in the insurance
replacement market, and capital and other constraints on expanding company-owned stores internationally.
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PART I
ITEM 1.

BUSINESS
Table of Contents

Company Overview
General
Dollar Thrifty Automotive Group, Inc., a Delaware corporation (“DTG”), owns DTG Operations, Inc. (“DTG Operations”), Dollar Rent A Car, Inc.
and Thrifty, Inc. Thrifty, Inc. owns Thrifty Rent-A-Car System, Inc. and Thrifty Car Sales, Inc. (“Thrifty Car Sales”). Thrifty Rent-A-Car System,
Inc. owns Dollar Thrifty Automotive Group Canada Inc. (“DTG Canada”). DTG operates under a corporate structure that combines the management
of operations and administrative functions for both the Dollar and Thrifty brands. DTG Operations operates company-owned stores under the Dollar
brand and the Thrifty brand, operates reservation centers for both brands and conducts sales and marketing activities for both brands. Thrifty RentA-Car System, Inc. and Dollar Rent A Car, Inc. conduct franchising activities for their respective brands. Thrifty Car Sales operates a franchised
retail used car sales network. The Company has two additional subsidiaries, Rental Car Finance Corp. (“RCFC”) and Dollar Thrifty Funding Corp.,
which are special purpose financing entities and have been consolidated in the financial statements of the Company. Dollar Rent A Car, Inc., the
Dollar brand and DTG Operations operating under the Dollar brand are individually and collectively referred to hereafter as “Dollar”. Thrifty, Inc.,
Thrifty Rent-A-Car System, Inc., Thrifty Car Sales, the Thrifty brand and DTG Operations operating under the Thrifty brand are individually and
collectively referred to hereafter as “Thrifty”. DTG, Dollar and Thrifty and each of their subsidiaries are individually or collectively referred to
herein as the “Company”, as the context may require.
The Company is the successor to Pentastar Transportation Group, Inc., which was formed in 1989 to acquire and operate the rental car subsidiaries of
Chrysler Group, LLC, the new legal entity following the restructuring of Chrysler LLC (formerly known as DaimlerChrysler Corporation) (such
successor or predecessor entity, as the context may require, and its subsidiaries and members of its affiliated group are hereinafter referred to as
“Chrysler”). DTG Operations, formerly known as Dollar Rent A Car Systems, Inc., was incorporated in 1965. Thrifty Rent-A-Car System, Inc. was
incorporated in 1950 and Dollar Rent A Car, Inc. was incorporated in December 2002. Thrifty, Inc. was incorporated in December 1998.
Operating Structure
Dollar and Thrifty and their respective independent franchisees operate the Dollar and Thrifty vehicle rental systems. The Dollar and Thrifty brands
represent a value-priced rental vehicle generally appealing to leisure customers, including foreign tourists, and to small businesses, government
business and independent business travelers. As of December 31, 2010, Dollar and Thrifty had 605 locations in the U.S. and Canada of which 297
were company-owned stores and 308 were locations operated by franchisees.
In the U.S., Dollar's main focus is operating company-owned stores located in major airports, and it derives substantial revenues from leisure and
tour package rentals. Thrifty focuses on serving both the airport and local markets operating through a network of company-owned stores and
franchisees. Dollar and Thrifty currently derive the majority of their U.S. revenues from providing rental vehicles and services directly to rental
customers. Consequently, Dollar and Thrifty incur the costs of operating company-owned stores, and their revenues are directly affected by changes
in rental demand and pricing. While Dollar and Thrifty have franchisees in countries outside the U.S. and Canada, revenues from these franchisees
have not been material to results of operations of the Company.
-5-
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Company Strategy
The Company’s business strategy is to achieve sustained, profitable growth based on the following key initiatives:


Focus on Profitability of Core Operations. The Company’s focus is on maximizing profitability of its core operations and return on assets,
rather than revenue growth. Key to this effort has been a focus on the optimal balance between transaction volume and pricing, including
particularly enhancing rate per day, even where achieving this objective has resulted in reduced transaction days. The Company’s primary
focus is the top 75 airport markets in the U.S. and in key leisure destinations. The Company continues to focus on maximizing profitability
of its company-owned stores and continually monitors its stores for return on asset and profitability requirements. As part of this process, in
late 2008 and 2009, the Company closed over 100 company-owned stores that did not meet financial return objectives. The Company does
not anticipate significant additional location closures in the foreseeable future. The Company expects to increase revenues and profitability
through expansion of its commercial and tour business and continued improvements in the convenience, value and service it offers to
customers.



Enhanced Fleet Diversification and Fleet Management. The Company plans to operate a diversified fleet, focused on maintaining inventory
in line with travel demand, and product mix in line with customer demand. Beginning in 2009, the Company has enhanced its fleet
diversification, and its expected fleet composition for the 2011 model year comprising vehicles from Ford Motor Company (“Ford”) (45%),
General Motors Company (such entity or its predecessor entity, as the context may require, and its affiliates, “General Motors”) (22%),
Chrysler (16%) and other manufacturers (17%). In addition to reducing the Company’s historical dependence on Chrysler, a diversified
fleet enables the Company to offer customers a wider range of vehicle options. The Company also reduced its credit exposure to the major
vehicle manufacturers by shifting its fleet mix to a greater proportion of vehicles purchased outside manufacturer residual value programs,
which also reduced funding requirements and vehicle depreciation rates.



Expand Brand Representation in Select Markets Through Franchising. The Company has a strong franchisee network, which provides it
with brand representation in international markets, smaller U.S. airport locations and local markets that are not part of the Company’s core
strategic focus. In those markets, franchised operations can provide the Company with recurring and stable sources of profit. In optimizing
its ownership mix, the Company may continue to acquire franchisees on a limited and opportunistic basis for purposes of brand
consolidation or to improve its representation in larger markets that may be under-served. In international markets outside of North
America, the Company exclusively utilizes its franchise network to promote its operations, and will continue to pursue international
franchise expansion as a growth opportunity. During 2010, the Company granted 17 and 6 new franchises to domestic and international
franchisees, respectively.

Available Information
The Company makes available free of charge on or through its Internet Web site its annual report on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K and all amendments to such reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
of 1934 as soon as reasonably practicable after such material has been electronically filed with, or furnished to, the Securities and Exchange
Commission (“SEC”). The Company’s Internet address is http://www.dtag.com. The SEC also maintains a Web site that contains all of the
Company’s filings at http://www.sec.gov. Information on the Company’s Web site is not incorporated into this Form 10-K.
The Company has a code of business conduct, which is available on the Company’s Web site under the heading, “About DTG”. The Company’s
Board of Directors has adopted a corporate governance policy and Board committee charters, which are updated periodically and can be found on the
Company’s Web site under the heading, “Corporate Governance”. A copy of the code of business conduct, the corporate governance policy and the
charters are available without charge upon request to the Company’s headquarters as listed on the front of this Form 10-K, attention “Investor
Relations” department.
-6-
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Industry Overview
The Company competes primarily in the U.S. car rental industry. The U.S. daily car rental industry has two principal markets: the airport market and
the local market. Vehicle rental companies that focus on the airport market rent primarily to leisure and business travelers. Companies focusing on
the local market rent primarily to persons who need a vehicle periodically for personal or business use or who require a temporary replacement
vehicle. Rental companies also sell used vehicles and ancillary products such as refueling services, navigation systems and loss damage waivers to
vehicle renters. As a general matter, the car rental industry is significantly dependent on conditions in the overall leisure and business travel markets.
Vehicle rental companies typically incur substantial debt to finance their fleets which makes them dependent on access to the fleet financing and
capital markets to fund operations, and also has a direct impact on profitability due to the interest costs associated with the debt and fluctuations in
interest rates. These markets were significantly disrupted during 2009 and 2008 which constrained access to capital. Although the fleet financing
market improved significantly in 2010, new issuances in these markets, including those undertaken by the Company, have required higher collateral
enhancement rates than the industry has faced historically. This increase in collateral enhancements will have a direct impact on the capital required
to support operations in future periods.
Vehicle rental companies are also dependent on vehicle manufacturers and overall economic conditions in the new and used vehicle markets, as these
factors directly impact the cost of acquiring vehicles, and the ultimate disposition value of vehicles, both of which impact operating
cost. Historically, rental companies acquired a large portion of their fleets under residual value programs (“Residual Value Programs”), under which
vehicle manufacturers repurchase or guarantee the resale value of the vehicle in future periods, thereby allowing the rental companies to fix their
holding cost of the vehicle (“Program Vehicles”). Most vehicle rental companies have in recent periods increased their vehicle purchases made
outside of Residual Value Programs to lower fleet costs and reduce the risk related to the creditworthiness of the vehicle manufacturers, which has
increased their dependence on the used vehicle market in terms of both determining holding cost, and for ultimate disposition of the
vehicles. Vehicle rental companies bear residual value risk for these vehicles, which are referred to as “Non-Program Vehicles” or “risk vehicles”.
The U.S. rental car industry has eight top brands which are owned by four companies. Three of the companies are publicly held: Dollar and Thrifty
operated by the Company; Avis and Budget operated by Avis Budget and the Hertz brand operated by Hertz. The remaining three brands of Alamo,
National and Enterprise are operating subsidiaries of Enterprise Rent-A-Car Company, which is privately held. The Company also faces competition
from local and regional car rental companies in the United States, some of which have meaningful market share and the ability to impact pricing in
numerous large airports in the United States. There is intense competition in the U.S. car rental industry on the basis of price, service levels, vehicle
quality, vehicle availability and the convenience and condition of rental locations.
Seasonality
The Company’s business is subject to seasonal variations in customer demand, with the summer vacation period representing the peak season for
vehicle rentals. This general seasonal variation in demand, along with more localized changes in demand, causes the Company to vary its fleet size
over the course of the year. To accommodate increased demand in the summer vacation periods, the Company increases its available fleet and staff
and as demand declines, the fleet and staff are decreased accordingly. Certain operating expenses, such as minimum concession fees, rent, insurance
and administrative overhead represent fixed costs and cannot be adjusted for seasonal increases or decreases in demand. In 2010, the Company’s
average monthly fleet size ranged from a low of approximately 89,000 vehicles in the first quarter to a high of approximately 114,000 vehicles in the
third quarter.
-7-
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The Company
The Company has two value rental car brands, Dollar and Thrifty, with a strategy to operate company-owned stores in the top 75 airport markets and
in key leisure destinations in the United States. In the U.S., the Dollar and Thrifty brands are marketed separately, but operate under a single
management structure and share vehicles, back-office employees and facilities, where possible. The Company also operates company-owned stores
in five of the eight largest airport markets in Canada under DTG Canada. In Canada, the company-owned stores are primarily co-branded.
The Company is focused on maximizing profitability of its company-owned stores and continually monitors any stores that do not meet minimum
return on asset and profitability requirements for potential improvements or possible closure.
The Company also offers franchise opportunities in smaller markets in the U.S. and Canada and in all other international markets so that franchisees
can operate under the Dollar or Thrifty trademarks or dual franchise and operate both brands in one market. Additionally, the Company may refranchise company-owned stores outside its strategic markets.
Summa2y Operating Data of the Company
2010
Revenues:
Revenue from U.S. and
Canada company-owned
stores
Revenue from franchisees
and other
Total revenues

Year Ended December 31,
2009
(in thousands)

2008

$

1,491,210

$

1,491,599

$

1,637,119

$

45,950
1,537,160

$

54,650
1,546,249

$

60,874
1,697,993

As of December 31,
2009

2010
Rental locations:
U.S. and Canada companyowned stores
U.S. and Canada franchisee
locations
Franchisee agreements:
U.S. and Canada
International

2008

297

296

400

308

317

341

190
139

181
135

222
139
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Dollar and Thrifty Brands
Dollar
Dollar’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 stores in the U.S. and Canada, and also licenses to independent
franchisees which operate as a part of the Dollar brand system. At December 31, 2010, Dollar had 82 company-owned stores at airports and 67 in
local markets, and 57 franchised in-terminal airport locations and 68 franchised local market operations in the U.S. and Canada. In Canada, Dollar
operates company-owned stores in five of the eight largest airport markets of Calgary, Toronto, Montreal, Halifax and Vancouver.
As of December 31, 2010, Dollar’s vehicle rental system included 274 locations in the U.S. and Canada, consisting of 149 company-owned stores
and 125 franchisee locations. Dollar’s total rental revenue generated by company-owned stores was $850.2 million for the year ended December 31,
2010.
Thrifty
Thrifty serves both the airport and local markets through company-owned stores and its franchisees which derive approximately 90% of their
combined rental revenues from the airport market and approximately 10% from the local market. At December 31, 2010, Thrifty had 82 companyowned stores at airports and 66 in local markets, and 65 franchised in-terminal airport locations and 118 franchised local market operations in the
U.S. and Canada.
At December 31, 2010, Thrifty’s vehicle rental system included 331 rental locations in the U.S. and Canada, consisting of 148 company-owned
stores and 183 franchisee locations. Thrifty’s total rental revenue generated by company-owned stores was $622.8 million for the year ended
December 31, 2010.
Corporate Operations
United States
The Company’s operating model for U.S. Dollar and Thrifty company-owned stores includes generally maintaining separate airport counters,
reservations, marketing and all other customer contact activities, while using a single management team for both brands. In addition, this operating
model includes sharing vehicles, bussing operations, back-office employees and service facilities, where possible.
As of December 31, 2010, the Company operates each of the Dollar brand in 57 and the Thrifty brand in 59 of the top 75 airport markets in the U.S.
and operates both brands in 51 of those top 75 airport markets.
Canada
The Company operates in Canada through DTG Canada. The Company currently operates company-owned stores in five of the eight largest airport
markets in Canada, which include Calgary, Toronto, Montreal, Halifax and Vancouver. The majority of the markets are operated under the
Company’s co-branding strategy in Canada where both the Dollar and Thrifty brands are represented at one shared location.
Tour Rentals
Vehicle rentals by customers of foreign and U.S. tour operators generated approximately $208.4 million or 14.1% of the Company’s rental revenues
for the year ended December 31, 2010. These rentals are usually part of tour packages that can also include air travel and hotel accommodations. No
single tour operator account generated in excess of 2% of the Company’s 2010 rental revenues.
-9-
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Other
As of December 31, 2010, the Company had 154 vehicle rental concessions for company-owned stores at 88 airports in the United States. Its
payments for these concessions are usually based upon a specified percentage of airport-generated revenue, subject to a minimum annual fee, and
typically include fixed rent for terminal counters or other leased properties and facilities. A growing number of larger airports are building
consolidated airport rental car 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
bussing operations and maintain image standards mandated by the airports.
Summary of Corporate Operations Data
Year Ended December 31,
2009
(in thousands)

2010
Rental revenues:
United States - Dollar
United States - Thrifty
Total U.S. rental revenues

$

Canada - Dollar
Canada - Thrifty
Total Canada rental revenues
Total rental revenues
Other
Total revenues from U.S. and
Canadian Corporate Operations

$

839,267
574,141
1,413,408

835,935
576,230
1,412,165

$

933,072
602,653
1,535,725

10,912
48,703
59,615

9,178
51,575
60,753

15,642
64,786
80,428

1,473,023

1,472,918

1,616,153

18,187

18,681

20,966

1,491,210

$

1,491,599

As of December 31,
2009

2010
Rental locations (U.S. and Canada):
Dollar
Thrifty
Total corporate rental locations

$

2008

149
148
297

$

1,637,119

2008

151
145
296

181
219
400

Franchising
United States and Canada
Both Dollar and Thrifty sell U.S. franchises on an exclusive basis for specific geographic areas, generally outside the top 75 U.S. airport
markets. Most franchisees are located at or near airports that generate a lower volume of vehicle rentals than the airports served by company-owned
stores. In Canada, Dollar and Thrifty sell franchises in markets generally outside the top eight airport markets. The typical length of a franchise is
ten years with a renewal option for five years if certain conditions are met. The franchisee may terminate the franchise for convenience upon 120
days written notice and Dollar and Thrifty may terminate upon breach of the agreement or for cause as defined in the agreement.
- 10 -
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Dollar and Thrifty offer franchisees the opportunity to dual franchise in smaller U.S. and Canadian markets. Under a dual franchise, one franchisee
can operate both the Dollar and the Thrifty brand, thus allowing them to generate more business in their market while leveraging fixed costs.
Dollar and Thrifty license to franchisees the use of their respective brand service marks in the vehicle rental and leasing and parking
businesses. Franchisees of Dollar and Thrifty pay an initial franchise fee generally based on the population, number of airline passengers, total
airport vehicle rental revenues and the level of any other vehicle rental activity in the franchised territory, as well as other factors. Dollar and Thrifty
offer their respective franchisees a wide range of products and services which may not be easily or cost effectively available from other sources.
System Fees in the U.S.
Dollar - In addition to an initial franchise fee, each Dollar U.S. franchisee is generally required to pay a system fee equal to 8% of rental revenue at
airport locations and 6% at suburban operations.
Thrifty - In addition to the initial franchise fee, each Thrifty U.S. franchisee pays a fee generally ranging from 6% to 8% of rental revenue.
System Fees in Canada
All Dollar and Thrifty Canadian franchisees, whether operating a single-brand or co-brand location, pay a monthly fee generally equal to 8% of rental
revenue.
Franchisee Services and Products
Dollar and Thrifty provide their U.S. and Canadian franchisees a wide range of products and services, including reservations, marketing programs
and assistance, branded supplies, image and standards, rental rate management analysis and customer satisfaction programs. Additionally, Dollar and
Thrifty offer their respective franchisees centralized corporate account and tour billing and travel agent commission payments.
Summary of U.S. and Canada Franchise Operations Data
As of December 31,
2009

2010

2008

Franchisee locations:
Dollar
Thrifty
Total franchisee locations

125
183
308

131
186
317

143
198
341

Franchisee agreements:
Dollar
Thrifty
Total franchisee agreements

89
101
190

80
101
181

92
130
222

International
Dollar and Thrifty offer master franchises outside the U.S. and Canada, generally on a countrywide basis. Each master franchisee is permitted to
operate within its franchised territory directly or through subfranchisees. At December 31, 2010, exclusive of the U.S. and Canada, Dollar had
franchised locations in 58 countries and Thrifty had franchised locations in 76 countries. These locations are in Latin America, Europe, the Middle
East, and the Asia-Pacific regions.
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The Company offers franchisees the opportunity to license the rights to operate either the Dollar or the Thrifty brand or both brands in certain
markets on a dual franchise or co-brand basis. Revenue generated by the Company from franchised operations outside the U.S. and Canada totaled
$11.6 million in 2010, comprised primarily of system, reservation and advertising fees.
Thrifty Car Sales
Thrifty Car Sales provides an opportunity to franchised rental service providers to enhance or build their used car operations under a well-recognized
national brand name. In addition to the use of the brand name, dealers have access to a variety of products and services offered by Thrifty Car
Sales. These products and services include participation in a full service business development center, a nationally supported Internet strategy and
Web site, operational and marketing support, vehicle supply services and customized retail and wholesale financing programs, as well as national
accounts and supply programs. At December 31, 2010, Thrifty Car Sales had 40 franchise locations.
Other Services
Supplemental Equipment and Optional Products – Dollar and Thrifty rent global positioning system (GPS) equipment, ski racks, infant and child
seats and other supplemental equipment, offer a Rent-a-Toll product for electronic toll payments, sell pre-paid gasoline and roadside emergency
benefit programs (Road Safe and TripSaver) and, subject to availability and applicable local law, make available loss damage waivers and insurance
products related to the vehicle rental.
Parking Services – Airport parking operations are a natural complement to vehicle rental operations. The Company operates 14 corporate parking
operations.
Supplies and National Account Programs – The Company makes bulk purchases of items used by its franchisees, which it sells to franchisees at
prices that are often lower than they could obtain on their own. The Company also negotiates national account programs to allow its franchisees to
take advantage of volume discounts for many products or services such as tires, glass and long distance telephone and overnight mail services.
Reservations
The Internet is the primary source of reservations for the Company. For the year ended December 31, 2010, approximately 79% of the Company’s
total non-tour reservations came through the Internet, slightly increasing from approximately 78% in 2009. During 2010, the Company’s Internet
Web sites (dollar.com and thrifty.com) provided approximately 46% of total non-tour reservations. Third-party Internet sites provided 33% of nontour reservations, with two third-party sites each providing approximately 11% of total non-tour reservations and the remainder coming from various
smaller sites. The remaining non-tour reservations were primarily provided by the reservation call centers and travel agents. The Company
outsources a significant portion of its call center operations to PRC, LLC, a global leader in the operation of outsourced call centers. In addition, the
Company maintains limited call center operations at its Tahlequah, Oklahoma facility. Dollar and Thrifty reservation systems are linked to all major
airline reservation systems and to travel agencies in the U.S., Canada and abroad.
Marketing
Dollar and Thrifty are positioned as value car rental companies in the travel industry, providing on-airport convenience with low rates on quality
vehicles. Customers who rent from Dollar and Thrifty are cost-conscious leisure, government and business travelers who want to save money on car
rentals without compromising the quality of car rental products and services.
Dollar and Thrifty acquire these value-oriented customers through a multi-faceted marketing approach that involves traditional and Internet
advertising, Internet search marketing, sales teams, strategic marketing partners, and investments in traditional and emerging distribution
channels. Each of these disciplines has a specific focus on selected customer segment opportunities.
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Strategic Marketing Partners
Dollar and Thrifty have aligned themselves with certain strategic marketing partners to facilitate the growth of their business.
Dollar has strong relationships with many significant international tour operators and brokers who specialize in inbound travel to the U.S., as well as
domestic tour operators, who generate inbound business to Hawaii, Florida and other leisure destinations.
Major travel agents and consortia operate under preferred supplier agreements with Dollar and Thrifty. Under these agreements, Dollar and Thrifty
provide travel agency groups additional commissions or benefits in return for featuring Dollar and Thrifty in their advertising or giving Dollar and
Thrifty a priority in their reservation systems. In general, these arrangements are not exclusive to Dollar and Thrifty.
Both Dollar and Thrifty have also developed strategic partnerships with certain hotels, credit card companies, and with most U.S. airlines through
participation in airline frequent flyer programs. In addition, Dollar and Thrifty actively participate with our partner airlines in their respective
branded Web sites.
Internet Marketing and Distribution Channels
Dollar and Thrifty focus on Internet advertising and marketing, which continues to be the most cost-efficient means of reaching travel
customers. Dollar and Thrifty promote their respective brands via Internet banner advertising, keywords and rate guarantees to encourage travelers to
book reservations on their own branded sites, dollar.com and thrifty.com. In addition, Dollar and Thrifty both continue to make technology
investments in their respective Web sites, dollar.com and thrifty.com, to provide enhancements to best meet their customer’s changing travel needs.
In 2010, in an effort to improve forecasting about customer transactions, Dollar and Thrifty began integrating customer transactional data with an
email marketing program to deliver relevant messages to subscribing customers at the optimal time, with a view to increasing customer engagement
and maximizing revenue. The Company believes that this type of integration can increase the interaction between customers and the brands while
expanding customer loyalty and increasing revenue. Additionally, dollar.com and thrifty.com launched a time saving online check-in function and
implemented a content delivery network to streamline the reservation process.
Dollar and Thrifty are among the leading car rental companies in direct-connect technology, which bypasses global distribution systems and reduces
reservation costs. Dollar and Thrifty have entered into direct-connect relationships with certain airline and other travel partners.
In addition, Dollar and Thrifty are featured with numerous national online booking agents where customers frequently shop for travel services and
are in regular discussions with owners of other emerging travel channels to secure inclusion of the Dollar and Thrifty brands in those channels.
Dollar and Thrifty have made filings under the intellectual property laws of jurisdictions in which they and their respective franchisees operate,
including the U.S. Patent and Trademark Office, to protect the names, logos and designs identified with Dollar and Thrifty. These marks are
important for customer brand awareness and selection of Dollar and Thrifty for vehicle rental and for dollar.com and thrifty.com for reservation
services.
- 13 -

https://www.sec.gov/Archives/edgar/data/1049108/000104910811000016/form10k123110....

4/2/2017

form10k123110.htm

Page 15 of 116

Customer Service
The Company’s commitment to delivering consistent customer service is a key element of our strategy. At its headquarters and in company-owned
stores, the Company has programs involving customer satisfaction training and team-based problem solving focused on improving customer service.
The Company’s customer service centers measure customer service through third-party customer satisfaction surveys, track service quality trends,
respond to customer inquiries and provide recommendations to senior management and vehicle rental location management. The Company conducts
initial and ongoing training for headquarters, company-owned store and franchisee employees, using professional trainers, performance coaches and
computer-based training programs.
Information Systems
The Company depends upon a number of core information systems to operate its business, primarily its counter automation, Web sites, distribution
network, rate and reservation systems, fleet and revenue management systems. The counter automation system in company-owned stores processes
rental transactions, facilitates the sale of additional products and services and facilitates the monitoring of the fleet and financial assets. The Company
also relies on a revenue management system that enables the Company to better determine rental demand based on current and historical reservation
patterns and adjust its rental rates accordingly. The Company’s Internet Web sites and various distribution networks allow the Company’s products to
be marketed and reserved directly or through our various channel partners.
The Company continues to invest in new business system capabilities to facilitate operations and reduce ongoing operating costs. In 2010, the
Company deployed new counter automation capabilities, redesigned and enhanced key distribution capabilities and upgraded the revenue
management system to incorporate new products and handle greater volumes. The Company also deployed newer technologies, consolidated
platforms and renegotiated key supplier agreements that helped reduce ongoing information technology (“IT”) operating cost.
Hewlett-Packard Company (“HP”) provides the majority of the Company’s IT services, including applications development and maintenance,
network, workplace and storage management, back-up and recovery and mid-range hosting services. HP also manages and monitors the majority of
the Company’s data network and its daily information processing. The Company’s counter automation, reservations, revenue management, Internet
Web sites and fleet processing systems are housed in a secure underground HP facility in Oklahoma designed to withstand disasters. The Company’s
contract with HP expires in August 2011, and the Company is in contract renewal discussions with HP.
U.S. franchisees receiving a certain volume of reservations are required to use an approved automated counter system. In addition to providing an
electronic data link with the Company’s worldwide reservations centers, the automated counter system produces rental agreements and provides the
Company and its franchisees with customer and vehicle inventory information, as well as financial and operating reports.
Fleet Acquisition and Management
Vehicle Supply
The Company has vehicle supply agreements with both Chrysler and Ford covering vehicle purchases through the 2012 model year, and has a vehicle
purchase agreement with General Motors covering vehicle purchases through the 2011 model year.
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For the 2010 model year, Ford, Chrysler and General Motors vehicles represented approximately 35%, 30% and 20%, respectively, of the total U.S.
fleet purchases by DTG Operations. The Company expects that for the 2011 model year, Ford, General Motors and Chrysler, will represent
approximately 45%, 22% and 16%, respectively, of total U.S. fleet purchases of DTG Operations.
Vehicle Residual Value Risk
Vehicle depreciation is the largest single cost element in the Company’s operations, and is dependent upon the ultimate residual values of vehicles in
the fleet, in addition to the overall mix of Program and Non-Program Vehicles.
DTG Operations primarily purchases Non-Program Vehicles, for which it bears the full residual value risk because the vehicles are not covered by a
manufacturer’s Residual Value Program. Non-Program Vehicles typically have lower acquisition costs and lower depreciation rates than comparable
Program Vehicles, and also allow the Company to reduce its risk related to the creditworthiness of the vehicle manufacturers. The manufacturer does
not set any terms or conditions on the resale of Non-Program Vehicles other than requiring minimum holding periods. At December 31, 2010,
approximately 98% of all vehicles operated by DTG Operations were Non-Program Vehicles.
Under Residual Value Programs, the manufacturer either guarantees the aggregate depreciated value upon resale of covered vehicles of a given
model year, or agrees to repurchase vehicles at specified prices during established repurchase periods. These programs provide the Company with a
guaranteed depreciation rate per vehicle during the holding period, while minimizing the Company’s residual value risk.
As the level of Non-Program Vehicles in the fleet has increased, the Company has assumed additional risk related to fluctuations in the residual value
of the vehicle, and has increased its reliance on the used vehicle markets. The residual value market fluctuates seasonally with the lowest values
typically in the fourth quarter. Residual values depend on levels of supply and demand for both new and used vehicles, seasonality in the residual
value market, fuel prices and consumer perceptions of manufacturer quality, and directly affect vehicle depreciation rates. The level of the
Company’s future investment in Program Vehicles will depend on the availability and attractiveness of Residual Value Programs, although the
Company does not anticipate any material change in its fleet mix for the foreseeable future.
Vehicle Remarketing
DTG Operations typically holds Non-Program Vehicles in rental service for approximately 18 to 20 months. DTG Operations remarketed 73% of its
Non-Program Vehicles through auctions and 27% directly to used car dealers, wholesalers and its franchisees during the year ended December 31,
2010.
DTG Operations typically holds Program Vehicles in rental service for approximately six to eight months. Generally, Program Vehicles must be
removed from service before they reach 30,000 miles to avoid excess mileage penalties under manufacturers’ Residual Value Programs. DTG
Operations must bear the risk on the resale of Program Vehicles that cannot be returned.
Fleet Management
The Company utilizes fleet optimization software (the “Pros Fleet Management Software”) from PROS Holdings, Inc., a leading provider of pricing
and revenue optimization software. The Pros Fleet Management Software allows the Company to improve fleet planning and efficiencies in its
vehicle acquisition and remarketing efforts.
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Vehicle Financing
The Company requires a substantial amount of debt to finance the purchase of vehicles used in its rental fleets. The Company utilizes asset-backed
medium-term notes and variable funding note programs to finance its vehicles. Under asset-backed medium-term notes, the Company is required to
provide collateral at different levels depending on whether vehicle manufacturers maintain investment grade or non-investment grade credit ratings,
and whether inventory is comprised of Program Vehicles or Non-Program Vehicles. Under variable funding note programs, the Company is required
to provide collateral at a fixed level. See Item 8 - Notes 10 and 19 of Notes to Consolidated Financial Statements.
Fleet Leasing Programs
DTG Operations has historically made fleet leasing programs available to Dollar and Thrifty U.S. franchisees for each new model year. In recent
years, the Company has made a fleet leasing program available to U.S. franchisees on a very limited basis and plans to do so again in 2011.
U.S. Fleet Data
Year Ended December 31,
2009

2010
Average number of vehicles leased to
franchisees
Average number of vehicles in
combined fleets of franchisees
Average number of vehicles in combined
fleets of company-owned stores
Total

2008

171

1,666

2,754

13,879

15,382

18,171

98,735
112,614

99,223
114,605

115,129
133,300

DTG Canada has historically made fleet leasing programs available to Canadian franchisees for each new model year. For 2010, approximately 800
vehicles were leased to Canadian franchisees. The Company plans to offer a fleet leasing program to Canadian franchisees on a very limited basis in
2011.
Competition
There is intense competition in the vehicle rental industry on the basis of price, service levels, vehicle quality, vehicle availability and the
convenience and condition of rental locations. Dollar and Thrifty and their franchisees operate mainly in the U.S. airport market, relying on leisure,
tour and small business customers. In addition to local and regional vehicle rental companies, Dollar and Thrifty and their franchisees’ principal
competitors are Alamo, Avis, Budget, Enterprise, Hertz and National.
The Canadian vehicle rental markets are also intensely competitive. Most of the Canadian market is operated either directly or through franchisees of
the major U.S. vehicle rental companies, including Alamo, Avis, Budget, Enterprise, Hertz and National, as well as Dollar and Thrifty.
Insurance
The Company is subject to third-party bodily injury liability and property damage claims resulting from accidents involving its rental vehicles. In
2008, 2009 and 2010, the Company retained the risk of loss up to $5.0 million, $7.5 million and $7.5 million, respectively, per occurrence for public
liability and property damage claims. The Company maintains insurance coverages at certain amounts in excess of its retained risk. The Company
retains the risk of loss on supplemental liability insurance sold to vehicle rental customers.
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The Company retains risk of loss up to $5.0 million for general and garage liability. The Company retains the risk of loss for any catastrophic and
comprehensive damage to its vehicles. In addition, the Company carries workers' compensation coverage with retentions in various amounts up to
$500,000. The Company also carries excess liability and directors' and officers' liability insurance coverage.
Provisions for bodily injury liability and property damage liability on self-insured claims and for supplemental liability insurance claims (collectively
referred to as “Vehicle Insurance Reserves”) are made by charges to expense based upon periodic actuarial evaluations of estimated ultimate
liabilities on reported and unreported claims. As of December 31, 2010, the Company had Vehicle Insurance Reserves of $107.7 million. The
Company’s obligations to pay insurance-related losses and indemnify the insurance carriers for fronted policies are collateralized by surety bonds and
letters of credit. As of December 31, 2010, these letters of credit and surety bonds totaled approximately $51.5 million and $3.4 million, respectively.
The Company also maintains various letters of credit and surety bonds to secure performance under airport concession agreements and other
obligations which totaled approximately $17.1 million and $45.0 million, respectively, as of December 31, 2010.
Regulation
Loss Damage Waivers
Loss damage waivers relieve customers from financial responsibility for vehicle damage. Legislation affecting the sale of loss damage waivers has
been adopted in 25 states. These laws typically require notice to customers that the loss damage waiver may duplicate their own coverage or may not
be necessary, limit customer responsibility for damage to the vehicle or cap the price charged for loss damage waivers. Adoption of national or
additional state legislation affecting or limiting the sale, or capping the rates, of loss damage waivers could result in the loss of this revenue for
Dollar, Thrifty and their franchisees.
Franchising Regulation
As franchisors, Dollar and Thrifty are subject to federal, state and foreign laws regulating various aspects of franchise operations and sales. These
laws impose registration and disclosure requirements on franchisors in the offer and sale of franchises and, in certain states, also apply substantive
standards to the relationship between the franchisor and the franchisee, including those pertaining to default, termination and non-renewal of
franchises.
Other Matters
Vehicle rental and leasing companies have insurance liability exposure for amounts up to each state’s minimum financial responsibility for the
actions of any person driving a company-owned vehicle. Vehicle rental companies are also subject to various federal, state and local consumer
protection laws and regulations including those relating to advertising and disclosure of charges to customers.
Dollar and Thrifty are subject to federal, state and local laws and regulations relating to taxing and licensing of vehicles, franchise sales, franchise
relationships, vehicle liability, used vehicle sales, insurance, telecommunications, vehicle rental transactions, environmental protection, privacy and
labor matters. The Company believes that Dollar’s and Thrifty’s practices and procedures are in substantial compliance with federal, state and local
laws and is not aware of any material expenditures necessary to meet legal or regulatory requirements. Nevertheless, considering the nature and
scope of Dollar’s and Thrifty’s businesses, it is possible that regulatory compliance problems could be encountered in the future.
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Environmental Matters
The principal environmental regulatory requirements applicable to Dollar and Thrifty operations relate to the ownership, storage or use of petroleum
products such as gasoline, diesel fuel and new and used motor oil; the treatment or discharge of waste waters; and the generation, storage,
transportation and off-site treatment or disposal of waste materials. Dollar and Thrifty own 21, and lease 108, locations where petroleum products are
stored in underground or above-ground tanks. For owned and leased properties, Dollar and Thrifty have programs designed to maintain compliance
with applicable technical and operational requirements, including leak detection testing of underground storage tanks, and to provide financial
assurance for remediation of spills or releases.
The historical and current uses of the Dollar and Thrifty facilities may have resulted in spills or releases of various hazardous materials or wastes or
petroleum products (“Hazardous Substances”) that now, or in the future, could require remediation. The Company may also be subject to
requirements related to remediation of Hazardous Substances that have been released into the environment at properties it owns or operates, or owned
or operated in the past, or at properties to which it sends, or has sent, Hazardous Substances for treatment or disposal. Such remediation requirements
generally are imposed without regard to fault and liability for any required environmental remediation can be substantial.
Dollar and Thrifty may be eligible for reimbursement or payment of remediation costs associated with releases from registered underground storage
tanks in states that have established funds to assist in the payment of such remediation costs. Subject to certain deductibles, the availability of funds,
the compliance status of the tanks and the nature of the release, these tank funds may be available to Dollar and Thrifty for use in remediating
releases from their tank systems.
At certain facilities, Dollar and Thrifty are investigating or remediating soil or groundwater contamination. Based on currently available information,
the Company does not believe that the costs associated with environmental investigation or remediation will be material. However, additional
contamination could be identified or occur in the future.
The use of automobiles and other vehicles is subject to various governmental requirements designed to limit environmental damage, including that
caused by emissions and noise. Generally, these requirements are met by the manufacturer except, on occasion, equipment failure requiring repair by
the Company.
Environmental legislation and regulations and related administrative policies have changed rapidly in recent years. There is a risk that governmental
environmental requirements, or enforcement thereof, may become more stringent in the future and that the Company may be subject to additional
legal proceedings at other locations brought by government agencies or private parties for environmental matters. In addition, with respect to
cleanup of contamination, additional locations at which wastes generated by the Company may have been released or disposed, and of which the
Company is currently unaware, may in the future become the subject of cleanup for which the Company may be liable, in whole or
part. Accordingly, while the Company believes that it is in substantial compliance with applicable requirements of environmental laws, there can be
no assurance that the Company’s future environmental liabilities will not be material to the Company’s consolidated financial position or results of
operations or cash flows.
Employees
As of December 31, 2010, the Company employed approximately 6,000 full-time and part-time employees. Approximately 200 of the Company’s
employees were subject to collective bargaining agreements as of December 31, 2010. The Company believes its relationship with its employees is
good.
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