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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE
Chapter 11
In re:
Case No. 20-11218 (MFW)
THE HERTZ CORPORATION, et al.,1
(Jointly Administered)
Debtors.
Re: D.I. No. 3897, 3939, & 3973
NOTICE OF FILING OF
SECOND REVISED LETTER OF THE OFFICIAL COMMITTEE OF UNSECURED
CREDITORS IN SUPPORT OF THE FOURTH MODIFIED SECOND AMENDED
JOINT CHAPTER 11 PLAN OF REORGANIZATION OF THE HERTZ
CORPORATION AND ITS DEBTORS AFFILIATES
PLEASE TAKE NOTICE that, on April 15, 2021, the Official Committee of Unsecured
Creditors (the “Committee”) of the above-captioned debtors and debtors-in-possession
(collectively, the “Debtors”) filed with the United States Bankruptcy Court for the District of
Delaware (the “Court”) a letter [Docket No. 3939] (the “Committee Support Letter”) indicating
the Committee’s support of the Second Modified Second Amended Joint Chapter 11 Plan of
Reorganization of The Hertz Corporation and Its Debtors Affiliates [Docket No. 3897] (the
“Plan”).
PLEASE TAKE FURTHER NOTICE that, on April 16, 2021, the Committee filed with
the Court the Revised Letter of the Official Committee of Unsecured Creditors in Support of the
Second Modified Second Amended Joint Chapter 11 Plan of Reorganization of the Hertz

1

14438584

The last four digits of The Hertz Corporation’s tax identification number are 8568. The location of the
debtors’ service address is 8501 Williams Road, Estero, FL 33928. Due to the large number of debtors in
these chapter 11 cases, for which joint administration for procedural purposes has been approved, a complete
list of the debtors and the last four digits of their federal tax identification numbers is not provided herein. A
complete list of such information may be obtained on the website of the debtors’ claims and noticing agent
at https://restructuring.primeclerk.com/hertz.
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Corporation and its Debtor Affiliates [Docket No. 3973] (the “First Revised Committee Support
Letter”).
PLEASE TAKE FURTHER NOTICE that, in light of certain recent developments, the
Committee hereby submits a further revised version of the Committee Support Letter (the “Second
Revised Committee Support Letter”).
PLEASE TAKE FURTHER NOTICE that, for the convenience of the Court and all parties
in interest, a copy of the Second Revised Committee Support Letter is attached hereto as Exhibit
A. A blackline showing the changes between the First Revised Committee Support Letter and the
Second Revised Committee Support Letter is attached hereto as Exhibit B.

[Remainder of Page Left Intentionally Blank]
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BENESCH, FRIEDLANDER, COPLAN
& ARONOFF LLP
/s/ Jennifer R. Hoover
Jennifer R. Hoover (No. 5111)
Kevin M. Capuzzi (No. 5462)
John C. Gentile (No. 6159)
1313 N. Market St., Suite 1201
Wilmington, Delaware 19801
Telephone: (302) 442-7010
Facsimile: (302) 442-7012
Email: jhoover@beneschlaw.com
kcapuzzi@beneschlaw.com
jgentile@beneschlaw.com
-andKRAMER LEVIN NAFTALIS & FRANKEL LLP
Thomas Moers Mayer (admitted pro hac vice)
Amy Caton (admitted pro hac vice)
Alice J. Byowitz (admitted pro hac vice)
1177 Avenue of the Americas
New York, New York 10036
Telephone: (212) 715-9100
Facsimile: (212) 715-8000
Email: tmayer@kramerlevin.com
acaton@kramerlevin.com
abyowitz@kramerlevin.com
Counsel for the Official Committee of Unsecured
Creditors
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THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS OF THE
HERTZ CORPORATION
TO:

All Holders of Class 5 and 7 Unsecured Claims against The Hertz Corporation
and its debtor affiliates (the “Debtors” or the “Company”)

FROM:

The Official Committee of Unsecured Creditors of The Hertz Corporation (the
“Committee”)1

RECOMMENDATION
You are receiving this letter together with the court-approved Disclosure Statement for the
Debtors’ Fourth Modified Second Amended Joint Chapter 11 Plan (the “Disclosure Statement”
and “Plan,” Dkt. Nos. [•] & [•]) because you are an unsecured creditor entitled to vote on the Plan.2
The Committee represents unsecured creditors. The Committee supports the Plan and
recommends that you vote to ACCEPT the Plan by marking your Ballot as follows:
 ACCEPT (vote FOR) the Plan
and send in your Ballot to the address provided in the Disclosure Statement.
To be counted, your Ballot must be received by 4:00 PM (Prevailing Eastern Time) on [•],
2021.
Please read the Disclosure Statement carefully. It tells you how to complete and mail your Ballot.
It describes the Plan. This letter is only a summary of material provisions.
MATERIAL ECONOMIC TERMS
If you hold Claims in Class 5 (“Unsecured Funded Debt Claims”):
The Plan sorts Claims into classes. Class 5 contains approximately $2,910,000,000 in Claims
against The Hertz Corporation under drawn letters of credit and the following Unsecured Notes:
The claims are guaranteed by certain subsidiaries of The Hertz Corporation.

1

The Committee currently includes: American Automobile Association, Inc.; Janice Dawson; International
Brotherhood of Teamsters; Pension Benefit Guaranty Corporation; Sirius XM Radio Inc.; Southwest Airlines Co.;
U.S. Bank National Association, as indenture trustee; and Wells Fargo Bank, N.A., as indenture trustee.
This letter is written on behalf of the Committee and does not necessarily express the view of individual Committee
Members.
2

Capitalized terms have the meanings set forth in the Plan and Disclosure Statement.
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CUSIP
428040CS6
428040CZ0
428040CN7
428040CY3

The Plan distributes on account of each Class 5 Claim its pro rata share of 48.2% of the new
common equity. The Plan values the new common equity at $4,525,000,000 (“Plan Equity
Value”).3 Thus 48.2% of the new common equity provides a stated recovery of approximately 75
cents-on-the-dollar assuming the Plan Equity Value. In addition, the Plan distributes on account
of each Class 5 Claim its pro rata share of Subscription Rights to buy, for cash, an additional 38.4%
of new common equity.
The Plan also provides for distributions to a junior Class: New Warrants to be issued to holders
of the Debtors’ current equity interests (Class 11). The New Warrants are exercisable into new
common equity upon certain terms and conditions. The exercise of the New Warrants could dilute
the value of your new common equity.
Should you exercise your Subscription Rights?
The Subscription Rights give holders of Class 5 Claims the right to purchase 38.4% of the common
equity, having a plan equity value of $1,737,000,000, for an aggregate exercise price of
$1,623,000,000. The differential – $114,000,000 – equates to a 6.7% discount to Plan Equity
Value.
If the market value of new common equity at the Effective Date of the Plan equals Plan Equity
Value of $4,525,000,000, exercising your Subscription Rights would yield a gain of 7.1% on your
investment.
However, the Unsecured Notes have traded, as of April 20, 2021, approximate to their par value.
Assuming that trading prices are a reliable indicator of market expectations for the new common
stock at the Effective Date, that price implies the market value of all new common equity is
approximately $5,230,000,000. Accordingly, exercising your Subscription Rights to buy new
common equity at a 6.7% discount to Plan Equity Value of $4,525,000,000 could potentially yield
a much greater gain.
The following table applies this arithmetic to trading prices between 75-cents-on-the-dollar and
100 cents-on-the dollar and shows the estimated incremental recoveries from the exercise of
Subscription Rights.

The Debtors’ Plan shows a Plan Equity Value of $4,525,000,000. Moelis’ analysis shows a midpoint equity value
of $4,506,000,000. The Committee does not view the difference as material.
3

-2-

Case 20-11218-MFW

Doc 4080-1

Filed 04/21/21

Page 4 of 10

Calculation of Economic Gain Embedded in Rights Offering
Assumed Trading Price of Unsecured Funded Debt (Class 5)
Multiplied by: Unsecured Funded Debt (Class 5)
Implied Market Value of Unsecured Funded Debt (Class 5)
Plus: Cost of Exercising Subscription Rights
Implied Market Value of New Common Equity to Class 5
Divided by: Total Class 5 % of New Common Equity
Implied Market Value of 100% of New Common Equity
Multiplied by: Subscription Rights as % of New Common Equity
Implied Value of Subscription Rights New Common Equity
Less: Cost of Exercising Subscription Rights
Economic Gain Embedded in Subscription Rights

75 ¢
2,908
2,181
1,623
3,803
86.6%
4,391
38.4%
1,687
1,623
64

80 ¢
2,908
2,326
1,623
3,949
86.6%
4,558
38.4%
1,751
1,623
129

85 ¢
2,908
2,471
1,623
4,094
86.6%
4,726
38.4%
1,816
1,623
193

90 ¢
2,908
2,617
1,623
4,239
86.6%
4,894
38.4%
1,880
1,623
258

95 ¢
2,908
2,762
1,623
4,385
86.6%
5,062
38.4%
1,945
1,623
322

100 ¢
2,908
2,908
1,623
4,530
86.6%
5,230
38.4%
2,009
1,623
387

The foregoing is an illustrative example of how Subscription Rights could be valuable and an
important component of Class 5 recoveries. There is no guarantee that any note trading price today
(or on the date you exercise your Subscription Rights) will translate into a trading price for new
common equity on the Effective Date, which may occur weeks or even months after you commit
to buy new common equity under your Subscription Rights.
The Committee makes no recommendation as to the exercise or non-exercise of Subscription
Rights. You should make your own determination as to value to be gained or lost from the exercise
or non-exercise of the Subscription Rights. The Consenting Noteholders (large institutions holding
over 85% of the guaranteed notes) have agreed to purchase any shares available to you under your
Subscription Rights if you fail to exercise such rights. They are charging no fee for this “backstop
agreement”.
Actions required to exercise the Subscription Rights, and the deadlines for such actions, are
set forth in the Rights Offering Procedures.
If you hold Claims in Class 7 (“General Unsecured Claims”):
Class 7 contains all unsecured Claims other than the Unsecured Notes and letter of credit Claims
in Class 5 and HHN Notes Guarantee Claims in Class 6. Class 7 includes vendor claims, litigation
claims, contract/lease rejection claims, unsecured employee claims and the 7.000% Unsecured
Promissory Notes issued by The Hertz Corporation (CUSIP No. 428040BJ7). Class 7 Claims do
not benefit from the guarantees applying to Class 5 Claims.
The Plan provides for each Class 7 Claim to receive its pro rata share of $550,000,000 of cash,
with total recoveries not to exceed 100 cents-on-the-dollar. The Debtors estimate that Class 7
Claims will total $547,000,000, so the Debtors project a 100 cents-on-the dollar cash distribution
to Class 7 Claims.
However, the total amount of filed Claims in Class 7 is many times greater than $547,000,000.
While the Debtors predict that such Claims will eventually be allowed at approximately
$547,000,000, the Distribution Agent will need to reserve substantial sums, such that the initial
-3-
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distribution on Class 7 Claims is likely to be a fraction of the projected 100 cents on the dollar
recovery. The balance will be distributed only as Claims are finally Allowed or Disallowed, which
is likely to take substantial time. There is also material risk that total Claims will exceed
$547,000,000, which could reduce total and final distributions on Class 7 Claims below the 100%
projected recovery.
The Plan also provides for distributions to a junior Class: New Warrants to be issued to holders
of the Debtors’ current equity interests (Class 11).
THE COMMITTEE’S PARTICIPATION IN THE PLAN AND MATERIAL
DEVELOPMENTS IN THE CASE
The following is a summary of the Committee’s efforts to provide value to holders of Class 5 and
Class 7 Claims. The statements herein are solely the views of the Committee and are not offered
as legal advice or intended to substitute for the Disclosure Statement.
The Committee’s Negotiation of Material Economic Plan Terms
The Debtors originally filed a plan sponsored by Knighthead Capital Management LLC and
Certares Opportunity Partners LLC (“Knighthead/Certares”) on March 2, 2021 (the “Original
Plan”) [Dkt. No. 2912]. The Original Plan cashed out Class 5 Claims and Class 7 Claims at 70
cents on the dollar, and gave only large institutional holders of Class 5 Claims the ability to reinvest
cash in less than 49% of the new common equity. Knighthead/Certares required that the Debtors
reorganize as a private company. The Committee objected to the 70-cents cash-out as insufficient
(especially given the Debtors’ retention of control over Claim allowance, which threatened to
dilute Class 7’s recoveries). The Committee also objected to the Debtors’ reorganization as a
private-company and the cash-received-cash-reinvestment procedure as creating substantial and
unnecessary tax liability for any noteholder who bought at less than 70 cents.
In response to objections from the Committee and the steering committee for the Consenting
Noteholders, the Debtors filed their First Amended Plan on March 30 [Dkt. No. 3500], which
reserved their right to choose between an amended Knighthead/Certares Plan proposal and a
proposal by Centerbridge Partners, L.P., Warburg Pincus LLC and Dundon Capital Partners, LLC4
(“Centerbridge/Warburg/Dundon). The Centerbridge/Warburg/Dundon proposal eliminated
the cash-out of Class 5 Claims and offered all Class 5 Claims 48.2% of the new common equity
plus Subscription Rights to buy up to an additional 38.4% of the new common, with the Debtors
reorganizing as a publicly traded company and a majority of their board elected by shareholders
other
than
the
sponsors.
The
Consenting
Noteholders
supported
the
Centerbridge/Warburg/Dundon proposal.
However, whereas the amended Knighthead/Certares proposal offered Class 7 creditors 80 cents
in cash, the Centerbridge/Warburg/Dundon proposal offered Class 7 creditors only 75 cents in cash
and, again, left the Debtors in control of the Claim allowance process [Dkt. No. 3501]. It also
4

Dundon Capital Partners LLC is owned and controlled by Thomas Dundon. Dundon Advisers LLC is an advisory
firm owned and controlled by Matthew Dundon and advises a member of the Committee and other creditors in the
case. Thomas Dundon and Matthew Dundon are not related, and their respective firms are not affiliated.

-4-
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permitted only large institutional holders to participate in the Subscription Rights, and while the
Debtors and Centerbridge/Warburg/Dundon were exploring tax efficient methods of implementing
the Plan, they had not committed to do so.
The Committee continued to object to the insufficiency of 75 cents, the Debtors’ control over
Claims allowance, the limitation of the Subscription Rights to large institutional holders and the
uncertain tax status of the reorganization. The Debtors filed their Second Amended Plan based on
the Centerbridge/Warburg/Dundon proposal on April 3, 2021 [Dkt. No. 3598].
The Committee, the Debtors and the Plan Sponsors (including the Consenting Noteholders)
reached final agreement on the Third Modified Second Amended Plan on April 14, 2021 [Dkt. No.
3897]. The Committee obtained the following cumulative improvements from the Original Plan
filed on March 2:
•

Cash for the Class 7 Claims has increased to $448,540,000, projected to provide
General Unsecured Claims with a recovery of 82 cents.

•

A Committee-appointed GUC Claims Administrator will have control of allowance of
Claims over $1,000,000, to reduce the risk that Claims may balloon to threaten the 82cent recovery; and

•

The proceeds of certain lawsuits now held by the Debtors will be allocated to Class 7
Claims to the extent necessary to maintain the projected 82-cent recovery.

•

All holders, not just large institutional holders, will be entitled to participate in the
Subscription Rights, and the Debtors will reorganize as a public company (a
requirement of the Consenting Noteholders).

•

The Debtors will adopt a tax-efficient reorganization to make the exchange of new
common for guaranteed notes a non-taxable transaction;

The Committee’s agreement to support the Third Modified Second Amended Plan was subject to
a “fiduciary out” – that is, the Committee may receive other, unsolicited plans. However, the
Committee could support another plan only if the other plan would either pay in full, or provide
materially better recoveries to, each class of unsecured creditors, is at least as feasible and likely
to be confirmed and consummated as the Debtors’ Plan, and is otherwise in the best interests of
unsecured creditors.5
The Committee reached agreement on the terms of the Second Modified Second Amended Plan
shortly before 10 a.m. on April 14, 2021 and released its signature page to the agreement shortly
thereafter. The Committee finalized this Letter for inclusion in the related Disclosure Statement
[Dkt. No. 3963] and filed it on the docket at approximately 1 p.m. on April 15 [Dkt. No. 3939].

The Committee’s current agreement to support the Fourth Modified Second Amended Plan contains a similar
fiduciary out, subject to two additional conditions: that Interests of any of the Debtors are receiving a distribution and
that the Debtors’ good faith estimate of the GUC claims pool has increased (or as otherwise ordered by the Court).
5

-5-
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As of 1 p.m., the Committee had received no substantive communication from
Knighthead/Certares for over a week.
Shortly before the hearing on April 16, counsel to Knighthead/Certares sent Committee counsel
an unsolicited offer (first in term sheet form and then with a package of documents) of a plan
proposal that purported to offer to pay Class 5 Creditors cash in full and increase cash payable to
Class 7 Creditors by approximately $100 million, or 18 cents (assuming the same total amount of
Claims in Class 7).
On April 19, the Committee informed the Debtors and the Plan Sponsors that it had determined
that the Knighthead/Certares proposal represented a Superior Committee Proposal under the
Joinder to the PSA and that it would be negotiating with Knighthead/Certares on a revised proposal
pursuant to its “fiduciary out.”
As a result of this determination, on April 20, 2021, the Committee received revised offers from
counsel to Knighthead/Certares and from counsel to the Ad Hoc Group of Unsecured Noteholders
on behalf of themselves and Centerbridge/Warburg/Dundon.
Knighthead/Certares increased cash payable to Class 5 Claims to cover postpetition interest at the
federal judgment rate and provided that Class 7 Claims that were Allowed and liquidated would
be paid in full and Class 7 Claims that were not liquidated would ride through the bankruptcy and
be addressed by the reorganized company. As of April 20, the proposal did not have committed
exit financing. The Debtors and the Ad Hoc Group of Unsecured Noteholders opposed the
Knighthead/Certares proposal.
Centerbridge/Warburg/Dundon increased cash payable to Class 7 Claims to $550 million, which,
based on the Debtors’ estimates of Class 7 Claims, would be sufficient to pay Class 7 Claims 100
cents. It contained committed exit financing. The Debtors and the Ad Hoc Group of Unsecured
Noteholders support the Centerbridge/Warburg/Dundon Plan, offering a quick path to
confirmation.
After carefully reviewing both offers, the Committee determined that the
Centerbridge/Warburg/Dundon was the better offer. The Committee therefore voted to support
the Centerbridge/Warburg/Dundon plan as modified on April 20 and urges holders of Claims in
Class 5 and Class 7 to vote in favor of the Plan.6
The Committee’s Participation in Certain Major Events of the Chapter 11 Case.
•

Prepetition Secured Lenders’ Liens – The Committee analyzed the location and value
of the assets securing the Debtors’ indebtedness to certain prepetition secured lenders
(the “Prepetition Secured Parties”) and the validity of the liens on those assets. On
September 11, 2020, the Committee filed a complaint challenging the Prepetition

6

The Committee has the right to change its recommendation on the Fourth Modified Second Amended Plan in certain
limited circumstances as set forth above. Should the Committee do so, it will file that change of recommendation on
the docket and seek to provide notice thereof to all Class 5 and Class 7 creditors.

-6-

Case 20-11218-MFW

Doc 4080-1

Filed 04/21/21

Page 8 of 10

Secured Parties’ liens on up to $580 million of the Debtors’ cash (Adv. Proc. No. 2050842-MFW) (the “Committee Complaint”). The Committee believes that it could
have successfully prosecuted the Committee Complaint to judgment based on the low
values of collateral securing the Prepetition Secured Parties as of the commencement
of the case. However, as of the date of this Disclosure Statement, the value of that
collateral has risen as Hertz’ business has recovered so that the Prepetition Secured
Parties are most likely over-secured. Moreover, given the administrative costs inherent
in any chapter 11 litigation and the risk to the meaningful unsecured creditor recovery
proposed in the Plan, the value of the potential causes of action the Committee has
identified are slight, and the Plan’s full payment of the Prepetition Secured Parties is
warranted.
•

The Committee negotiated for and obtained meaningful protections for unsecured
creditor recoveries in the Debtors’ post-petition corporate financing facility, its interim
asset-backed securitization facility, and various other securitization facilities.

•

The Committee actively participated in the post-petition marketing process and
negotiations related to the sale of the Donlen Corporation that resulted in cash proceeds
to the estates of approximately $891 million.

•

The Committee introduced the idea of a mediation process for sixteen Class Action
Claims, originally estimated to be over $2.6 billion. The Committee then participated
in the mediation process that settled 15 of the Class Action Claims for unsecured
Claims totaling only $15 million, plus de minimis cash payments. Out of the sixteen
class actions that went through the mediation process, only one has failed to settle.

•

The Committee served the Debtors with an extensive objection to the proposed
treatment of the HHN Notes – a restructuring that, as originally proposed, would have
required the Debtors to pay the HHN Notes Guarantee Claims $200 million more than
the 100 cents-on-the-dollar provided in the Plan. All other major creditor
constituencies followed the Committee’s lead in objecting to the transaction, which the
Debtors are holding in abeyance pending confirmation of the Plan.

•

The Committee analyzed the relative rights of holders of Class 5 Claims and Class 7
Claims and determined that subsidiary guarantees of Claims in Class 5 require
distributions to Class 5 Claims substantially in excess of distributions to unguaranteed
Class 7 Claims.
IMPORTANT DEADLINES

The Disclosure Statement contains a number of important record dates and deadlines, including
(but not limited to) the following:
[•] is the record date for voting. You can only vote Claims you held as of [•], 2021.
[•] (Prevailing Eastern Time) is the deadline for the Debtors’ balloting agent to receive
ballots from all creditors.
-7-
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[•] (Prevailing Eastern Time) is the proposed date for the hearing on the confirmation of the
Plan.
Please review the Disclosure Statement and Rights Offering Procedures for other dates and
deadlines that may be important to you.
CONCLUSION
The Committee recommends each holder of a Claim receiving this letter votes to ACCEPT the
Plan and return its Ballot accepting the Plan in accordance with the instructions described in the
Disclosure Statement. Your vote is important, and all unsecured creditors are encouraged to vote
in favor of the Plan.
You should carefully read the Disclosure Statement and the Plan in their entirety and may wish to
consult your own legal or financial advisors. This letter is not offered as legal advice as to any
specific Claim or treatment under the Plan. It is for informational purposes only.
By this letter, the Committee is expressing its support for the Plan. This letter does not purport to
reflect the views of the Bankruptcy Court and does not constitute findings of facts or conclusions
of law endorsed by the Bankruptcy Court, nor does it necessarily reflect the views of any individual
Committee member, which reserve any and all of their rights. The Committee takes no position
on the accuracy of any information or representation made in the Disclosure Statement. All
information and representations in the Disclosure Statement are the sole responsibility of the
Debtors.
If you have questions or require additional information, please visit the Committee’s website at
https://restructuring.primeclerk.com/HertzCommittee/ or contact the Committee at 1 (877) 9984375 or hertzcommitteeinfo@primeclerk.com.
Very truly yours,
The Official Committee of Unsecured Creditors of The
Hertz Corporation, et. al.
THE COMMITTEE’S RECOMMENDATION THAT UNSECURED CREDITORS VOTE
TO ACCEPT THE PLAN SHOULD NOT SERVE AS A SUBSTITUTE FOR EACH
UNSECURED CREDITOR’S OWN CAREFUL READING AND CONSIDERATION OF
THE DISCLOSURE STATEMENT, PLAN, AND RELATED DOCUMENTS
DISSEMINATED THEREWITH, AND CONSULTATION WITH COUNSEL OR OTHER
PROFESSIONAL ADVISORS.
THIS LETTER MAY NOT BE RELIED UPON FOR ANY PURPOSE OTHER THAN THE
COMMITTEE’S VIEWS ON HOW TO VOTE ON THE PLAN, AND THE
INFORMATION CANNOT BE RELIED UPON FOR ANY OTHER PURPOSE. THE
COMMITTEE DOES NOT GUARANTEE ANY PARTICULAR RESULT IN THE
DEBTORS’ BANKRUPTCY CASES.

-8-
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THE BANKRUPTCY COURT’S APPROVAL OF THIS SOLICITATION LETTER TO BE
INCLUDED AS PART OF THE SOLICITATION PACKAGE DOES NOT CONSTITUTE
AN ENDORSEMENT BY THE BANKRUPTCY COURT OF THE MERITS OF THE
PLAN OR THE ACCURACY OR COMPLETENESS OF THE INFORMATION
CONTAINED HEREIN.
THIS COMMUNICATION DOES NOT CONSTITUTE, AND SHALL NOT BE
CONSTRUED AS, A SOLICITATION BY THE COMMITTEE OR BY ANY
INDIVIDUAL MEMBER OF THE CREDITORS’ COMMITTEE.

-9-
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THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS OF THE
HERTZ CORPORATION
TO:

All Holders of Class 5 and 7 Unsecured Claims against The Hertz Corporation
and its debtor affiliates (the “Debtors” or the “Company”)

FROM:

The Official Committee of Unsecured Creditors of The Hertz Corporation (the
“Committee”)1
RECOMMENDATION

You are receiving this letter together with the court-approved Disclosure Statement for the
Debtors’ ThirdFourth Modified Second Amended Joint Chapter 11 Plan (the “Disclosure
Statement” and “Plan,” Dkt. Nos. 3963[•] & 3954[•]) because you are an unsecured creditor
entitled to vote on the Plan.2
The Committee represents unsecured creditors. The Committee supports the Plan and
recommends that you vote to ACCEPT the Plan by marking your Ballot as follows:
 ACCEPT (vote FOR) the Plan
and send in your Ballot to the address provided in the Disclosure Statement.
To be counted, your Ballot must be received by 4:00 PM (Prevailing Eastern Time) on [•],
2021.
Please read the Disclosure Statement carefully. It tells you how to complete and mail your
Ballot. It describes the Plan. This letter is only a summary of material provisions.
THE COMMITTEE HAS THE RIGHT TO CHANGE ITS RECOMMENDATION ON
THE THIRD MODIFIED SECOND AMENDED PLAN IN CERTAIN LIMITED
CIRCUMSTANCES AS SET FORTH BELOW (SEE “THE COMMITTEE’S
PARTICIPATION IN THE PLAN AND MATERIAL DEVELOPMENTS IN THE
CASE”). SHOULD THE COMMITTEE DO SO, IT WILL FILE THAT CHANGE OF
RECOMMENDATION ON THE DOCKET AND SEEK TO PROVIDE NOTICE
THEREOF TO ALL CLASS 5 AND 7 CREDITORS.

1

The Committee currently includes: American Automobile Association, Inc.; Janice Dawson; International
Brotherhood of Teamsters; Pension Benefit Guaranty Corporation; Sirius XM Radio Inc.; Southwest Airlines Co.;
U.S. Bank National Association, as indenture trustee; and Wells Fargo Bank, N.A., as indenture trustee.
This letter is written on behalf of the Committee and does not necessarily express the view of individual Committee
Members.
2

Capitalized terms have the meanings set forth in the Plan and Disclosure Statement.
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MATERIAL ECONOMIC TERMS
If you hold Claims in Class 5 (“Unsecured Funded Debt Claims”):
The Plan sorts Claims into classes. Class 5 contains approximately $2,910,000,000 in Claims
against The Hertz Corporation under drawn letters of credit and the following Unsecured Notes:
The claims are guaranteed by certain subsidiaries of The Hertz Corporation.
Note: coupon & maturity
5.500% Unsecured Note Claims due 2024
6.000% Unsecured Note Claims due 2028
6.250% Unsecured Note Claims due 2022
7.125% Unsecured Note Claims due 2026

Principal Amount
$800 million
$900 million
$500 million
$500 million

CUSIP
428040CS6
428040CZ0
428040CN7
428040CY3

The Plan distributes on account of each Class 5 Claim its pro rata share of 48.2% of the new
common equity. The Plan values the new common equity at $4,525,000,000 (“Plan Equity
Value”).3 Thus 48.2% of the new common equity provides a stated recovery of approximately
75 cents-on-the-dollar assuming the Plan Equity Value. In addition, the Plan distributes on
account of each Class 5 Claim its pro rata share of Subscription Rights to buy, for cash, an
additional 38.4% of new common equity.
The Plan also provides for distributions to a junior Class: New Warrants to be issued to holders
of the Debtors’ current equity interests (Class 11). The New Warrants are exercisable into new
common equity upon certain terms and conditions. The exercise of the New Warrants could
dilute the value of your new common equity.
Should you exercise your Subscription Rights?
The Subscription Rights give holders of Class 5 Claims the right to purchase 38.4% of the
common equity, having a plan equity value of $1,737,000,000, for an aggregate exercise price of
$1,623,000,000. The differential – $114,000,000 – equates to a 6.7% discount to Plan Equity
Value.
If the market value of new common equity at the Effective Date of the Plan equals Plan Equity
Value of $4,525,000,000, exercising your Subscription Rights would yield a gain of 7.1% on
your investment.
However, the Unsecured Notes have traded, as of the date of this letterApril 20, 2021,
approximate to their par value. Assuming that trading prices are a reliable indicator of market
expectations for the new common stock at the Effective Date, that price implies the market value
of all new common equity is approximately $5,230,000,000. Accordingly, exercising your
Subscription Rights to buy new common equity at a 6.7% discount to Plan Equity Value of
$4,525,000,000 could potentially yield a much greater gain.

3

The Debtors’ Plan shows a Plan Equity Value of $4,525,000,000. Moelis’ analysis shows a midpoint equity value
of $4,506,000,000. The Committee does not view the difference as material.
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The following table applies this arithmetic to trading prices between 75-cents-on-the-dollar and
100 cents-on-the dollar and shows the estimated incremental recoveries from the exercise of
Subscription Rights.

The foregoing is an illustrative example of how Subscription Rights could be valuable and an
important component of Class 5 recoveries. There is no guarantee that any note trading price
today (or on the date you exercise your Subscription Rights) will translate into a trading price for
new common equity on the Effective Date, which may occur weeks or even months after you
commit to buy new common equity under your Subscription Rights.
The Committee makes no recommendation as to the exercise or non-exercise of Subscription
Rights. You should make your own determination as to value to be gained or lost from the
exercise or non-exercise of the Subscription Rights. The Consenting Noteholders (large
institutions holding over 85% of the guaranteed notes) have agreed to purchase any shares
available to you under your Subscription Rights if you fail to exercise such rights. They are
charging no fee for this “backstop agreement”.
Actions required to exercise the Subscription Rights, and the deadlines for such actions,
are set forth in the Rights Offering Procedures.
If you hold Claims in Class 7 (“General Unsecured Claims”):
Class 7 contains all unsecured Claims other than the Unsecured Notes and letter of credit Claims
in Class 5 and HHN Notes Guarantee Claims in Class 6. Class 7 includes vendor claims,
litigation claims, contract/lease rejection claims, unsecured employee claims and the 7.007.000%
Unsecured Promissory Notes issued by The Hertz Corporation (CUSIP No. 428040BJ7). Class 7
Claims do not benefit from the guarantees applying to Class 5 Claims.
The Plan provides for each Class 7 Claim to receive its pro rata share of $448,540,000 of
cash550,000,000 of cash, with total recoveries not to exceed 100 cents-on-the-dollar. The
Debtors estimate that Class 7 Claims will total $547,000,000, so the Debtors project an 82a 100
cents-on-the dollar cash distribution to Class 7 Claims.
-3-
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However, the total amount of filed Claims in Class 7 is many times greater than $547,000,000.
While the Debtors predict that such Claims will eventually be allowed at approximately
$547,000,000, the Distribution Agent will need to reserve substantial sums, such that the initial
distribution on Class 7 Claims is likely to be a fraction of the projected 82100 cents on the dollar
recovery. The balance will be distributed only as Claims are finally Allowed or Disallowed,
which is likely to take substantial time. There is also material risk that total Claims will exceed
$547,000,000, which could reduce total and final distributions on Class 7 Claims below the
82100% projected recovery.
The Plan also provides for distributions to a junior Class: New Warrants to be issued to holders
of the Debtors’ current equity interests (Class 11).
THE COMMITTEE’S PARTICIPATION IN THE PLAN AND MATERIAL
DEVELOPMENTS IN THE CASE
The following is a summary of the Committee’s efforts to provide value to holders of Class 5
and Class 7 Claims. The statements herein are solely the views of the Committee and are not
offered as legal advice or intended to substitute for the Disclosure Statement.
The Committee’s Negotiation of Material Economic Plan Terms
The Debtors originally filed a Planplan sponsored by Knighthead Capital Management LLC and
Certares Opportunity Partners LLC (“Knighthead/Certares”) on March 2, 2021 (the “Original
Plan”) [Dkt. No. 2912]. The originalOriginal Plan cashed out Class 5 Claims and Class 7
Claims at 70 cents on the dollar, and gave only large institutional holders of Class 5 Claims the
ability to reinvest cash in less than 49% of the new common equity. Knighthead/Certares
required that the Debtors reorganize as a private company. The Committee objected to the
70-cents cash-out as insufficient (especially given the Debtors’ retention of control over Claim
allowance, which threatened to dilute Class 7’s recoveries). The Committee also objected to the
Debtors’ reorganization as a private-company and the cash-received-cash-reinvestment
procedure as creating substantial and unnecessary tax liability for any noteholder who bought at
less than 70 cents.
In response to objections from the Committee and the steering committee for the Consenting
Noteholders, the Debtors filed their First Amended Plan on March 30 [Dkt. No. 3500], which
reserved their right to choose between an amended Knighthead/Certares Plan proposal and a
proposal by Centerbridge Partners, L.P., Warburg Pincus LLC and Dundon Capital Partners,
LLC4 (“Centerbridge/Warburg/Dundon).
The Centerbridge/Warburg/Dundon proposal
eliminated the cash-out of Class 5 Claims and offered all Class 5 Claims 48.2% of the new
common equity plus Subscription Rights to buy up to an additional 38.4% of the new common,
with the Debtors reorganizing as a publicly traded company and a majority of their board elected

4

Dundon Capital Partners LLC is owned and controlled by Thomas Dundon. Dundon Advisers LLC is an advisory
firm owned and controlled by Matthew Dundon and advises a member of the Committee and other creditors in the
case. Thomas Dundon and Matthew Dundon are not related, and their respective firms are not affiliated.
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The Consenting Noteholders supported the

However, whereas the amended Knighthead/Certares proposal offered Class 7 creditors 80 cents
in cash, the Centerbridge/Warburg/Dundon proposal offered Class 7 creditors only 75 cents in
cash and, again, left the Debtors in control of the Claim allowance process [Dkt. No. 3501]. It
also permitted only large institutional holders to participate in the Subscription Rights, and while
the Debtors and Centerbridge/Warburg/Dundon were exploring tax efficient methods of
implementing the Plan, they had not committed to do so.
The Committee continued to object to the insufficiency of 75 cents, the Debtors’ control over
Claims allowance, the limitation of the Subscription Rights to large institutional holders and the
uncertain tax status of the reorganization. The Debtors filed their Second Amended Plan based
on the Centerbridge/Warburg/Dundon proposal on April 3, 2021 [Dkt. No. 3598].
The Committee, the Debtors and the Plan Sponsors (including the Consenting Noteholders)
reached final agreement on the Third Modified Second Amended Plan on April 14, 2021 [Dkt.
No. 3897]. The Committee obtained the following cumulative improvements from the
firstOriginal Plan filed on March 2:


Cash for the Class 7 Claims has increased to $448,540,000, projected to provide
General Unsecured Claims with a recovery of 82 cents.



A Committee-appointed GUC Claims Administrator will have control of allowance
of Claims over $1,000,000, to reduce the risk that Claims may balloon to threaten the
82-cent recovery; and



The proceeds of certain lawsuits now held by the Debtors will be allocated to Class 7
Claims to the extent necessary to maintain the projected 82-cent recovery.



All holders, not just large institutional holders, will be entitled to participate in the
Subscription Rights, and the Debtors will reorganize as a public company (a
requirement of the Consenting Noteholders).



The Debtors will adopt a tax-efficient reorganization to make the exchange of new
common for guaranteed notes a non-taxable transaction;

The Committee’s agreement to support the Third Modified Second Amended Plan iswas subject
to a “fiduciary out” – that is, the Committee may receive other, unsolicited plans. However, the
Committee maycould support another plan only if the other plan would either pay in full, or
provide materially better recoveries to, each class of unsecured creditors, is at least as feasible
and likely to be confirmed and consummated as the Debtors’ Plan, and is otherwise in the best
interests of unsecured creditors.5
5

The Committee’s current agreement to support the Fourth Modified Second Amended Plan contains a similar
fiduciary out, subject to two additional conditions: that Interests of any of the Debtors are receiving a distribution
and that the Debtors’ good faith estimate of the GUC claims pool has increased (or as otherwise ordered by the
Court).
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As the Consenting Noteholders have committed to support the Third Modified Second Amended
Plan and to oppose any other plan, no other plan is likely to be confirmed and consummated in
the same amount of time unless it pays creditors 100 cents on the dollar in cash on the Effective
Date and the proponents have fully and irrevocably committed funding to consummate the plan.
The Committee reached agreement on the terms of the Second Modified Second Amended Plan
shortly before 10 a.m. on April 14, 2021 and released its signature page to the agreement shortly
thereafter. The Committee finalized this Letter for inclusion in the related Disclosure Statement
[Dkt. No. 3963] and filed it on the docket at approximately 1 p.m. on April 15 [Dkt. No. 3939].
As of 1 p.m., the Committee had received no substantive communication from
Knighthead/Certares for over a week.
At 4:57 p.m.Shortly before the hearing on April 1516, counsel to Knighthead/Certares sent
Committee counsel an unsolicited 3-pageoffer (first in term sheet summarizingform and then
with a package of documents) of a plan proposal that purported to offer to pay Class 5 Creditors
cash in full and increase cash payable to Class 7 Creditors by approximately $100 million, or 18
cents (assuming the same leveltotal amount of claimsClaims in Class 7). The Committee’s
investment banker received a Zip file of documents relating to that proposal around 1:00 a.m.
On April 19, the Committee informed the Debtors and the Plan Sponsors that it had determined
that the Knighthead/Certares proposal represented a Superior Committee Proposal under the
Joinder to the PSA and that it would be negotiating with Knighthead/Certares on a revised
proposal pursuant to its “fiduciary out.”
on April 16, including more than $4 billion in equity commitments signed by Knighthead,
Certares, Apollo, and members of the Ad Hoc Equity Committee, among others.As a result of
this determination, on April 20, 2021, the Committee received revised offers from counsel to
Knighthead/Certares and from counsel to the Ad Hoc Group of Unsecured Noteholders on behalf
of themselves and Centerbridge/Warburg/Dundon.
As of the date of this letter, the Committee has not had time to diligence the new
Knighthead/Certares proposal to determine whether it meets the conditions of the “fiduciary out”
summarized above. If the Committee determines that the proposal meets the conditions of the
“fiduciary out,” and that such determination warrants a change in the Committee’s
recommendation to vote for the plan in accordance with the Committee’s fiduciary duties, the
Committee will take appropriate action to inform unsecured creditors of its change in
recommendation.
Knighthead/Certares increased cash payable to Class 5 Claims to cover postpetition interest at
the federal judgment rate and provided that Class 7 Claims that were Allowed and liquidated
would be paid in full and Class 7 Claims that were not liquidated would ride through the
bankruptcy and be addressed by the reorganized company. As of April 20, the proposal did not
have committed exit financing. The Debtors and the Ad Hoc Group of Unsecured Noteholders
opposed the Knighthead/Certares proposal.
Centerbridge/Warburg/Dundon increased cash payable to Class 7 Claims to $550 million, which,
based on the Debtors’ estimates of Class 7 Claims, would be sufficient to pay Class 7 Claims
-6-
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100 cents. It contained committed exit financing. The Debtors and the Ad Hoc Group of
Unsecured Noteholders support the Centerbridge/Warburg/Dundon Plan, offering a quick path to
confirmation.
After carefully reviewing both offers, the Committee determined that the
Centerbridge/Warburg/Dundon was the better offer. The Committee therefore voted to support
the Centerbridge/Warburg/Dundon plan as modified on April 20 and urges holders of Claims in
Class 5 and Class 7 to vote in favor of the Plan.6
The Committee’s Participation in Certain Major Events of the Chapter 11 Case.


Prepetition Secured Lenders’ Liens – The Committee analyzed the location and value
of the assets securing the Debtors’ indebtedness to certain prepetition secured lenders
(the “Prepetition Secured Parties”) and the validity of the liens on those assets. On
September 11, 2020, the Committee filed a complaint challenging the Prepetition
Secured Parties’ liens on up to $580 million of the Debtors’ cash (Adv. Proc. No.
20-50842-MFW) (the “Committee Complaint”). The Committee believes that it
could have successfully prosecuted the Committee Complaint to judgment based on
the low values of collateral securing the Prepetition Secured Parties as of the
commencement of the case. However, as of the date of this Disclosure Statement, the
value of that collateral has risen as Hertz’ business has recovered so that the
Prepetition Secured Parties are most likely over-secured. Moreover, given the
administrative costs inherent in any chapter 11 litigation and the risk to the
meaningful unsecured creditor recovery proposed in the Plan, the value of the
potential causes of action the Committee has identified are slight, and the Plan’s full
payment of the Prepetition Secured Parties is warranted.



The Committee negotiated for and obtained meaningful protections for unsecured
creditor recoveries in the Debtors’ post-petition corporate financing facility, its
interim asset-backed securitization facility, and various other securitization facilities.



The Committee actively participated in the post-petition marketing process and
negotiations related to the sale of the Donlen Corporation that resulted in cash
proceeds to the estates of approximately $891 million.



The Committee introduced the idea of a mediation process for sixteen Class Action
Claims, originally estimated to be over $2.6 billion. The Committee then participated
in the mediation process that settled 15 of the Class Action Claims for unsecured
Claims totaling only $15 million, plus de minimis cash payments. Out of the sixteen
class actions that went through the mediation process, only one has failed to settle.

6

The Committee has the right to change its recommendation on the Fourth Modified Second Amended Plan in
certain limited circumstances as set forth above. Should the Committee do so, it will file that change of
recommendation on the docket and seek to provide notice thereof to all Class 5 and Class 7 creditors.
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The Committee served the Debtors with an extensive objection to the proposed
treatment of the HHN Notes – a restructuring that, as originally proposed, would have
required the Debtors to pay the HHN Notes Guarantee Claims $200 million more
than the 100 cents-on-the-dollar provided in the Plan. All other major creditor
constituencies followed the Committee’s lead in objecting to the transaction, which
the Debtors are holding in abeyance pending confirmation of the Plan.



The Committee analyzed the relative rights of holders of Class 5 Claims and Class 7
Claims and determined that subsidiary guarantees of Claims in Class 5 require
distributions to Class 5 Claims substantially in excess of distributions to
unguaranteed Class 7 Claims.
IMPORTANT DEADLINES

The Disclosure Statement contains a number of important record dates and deadlines, including
(but not limited to) the following:
[•] is the record date for voting. You can only vote Claims you held as of [•], 2021.
[•] (Prevailing Eastern Time) is the deadline for the Debtors’ balloting agent to receive
ballots from all creditors.
[•] (Prevailing Eastern Time) is the proposed date for the hearing on the confirmation of
the Plan.
Please review the Disclosure Statement and Rights Offering Procedures for other dates and
deadlines that may be important to you.
CONCLUSION
The Committee recommends each holder of a Claim receiving this letter votes to ACCEPT the
Plan and return its Ballot accepting the Plan in accordance with the instructions described in the
Disclosure Statement. Your vote is important, and all unsecured creditors are encouraged to vote
in favor of the Plan.
You should carefully read the Disclosure Statement and the Plan in their entirety and may wish
to consult your own legal or financial advisors. This letter is not offered as legal advice as to any
specific Claim or treatment under the Plan. It is for informational purposes only.
By this letter, the Committee is expressing its support for the Plan. This letter does not purport
to reflect the views of the Bankruptcy Court and does not constitute findings of facts or
conclusions of law endorsed by the Bankruptcy Court, nor does it necessarily reflect the views of
any individual Committee member, which reserve any and all of their rights. The Committee
takes no position on the accuracy of any information or representation made in the Disclosure
Statement. All information and representations in the Disclosure Statement are the sole
responsibility of the Debtors.
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If you have questions or require additional information, please visit the Committee’s website at
https://restructuring.primeclerk.com/HertzCommittee/ or contact the Committee at 1 (877)
998-4375 or hertzcommitteeinfo@primeclerk.com.
Very truly yours,
The Official Committee of Unsecured Creditors of The
Hertz Corporation, et. al.
THE COMMITTEE’S RECOMMENDATION THAT UNSECURED CREDITORS
VOTE TO ACCEPT THE PLAN SHOULD NOT SERVE AS A SUBSTITUTE FOR
EACH
UNSECURED
CREDITOR’S
OWN
CAREFUL
READING AND
CONSIDERATION OF THE DISCLOSURE STATEMENT, PLAN, AND RELATED
DOCUMENTS DISSEMINATED THEREWITH, AND CONSULTATION WITH
COUNSEL OR OTHER PROFESSIONAL ADVISORS.
THIS LETTER MAY NOT BE RELIED UPON FOR ANY PURPOSE OTHER THAN
THE COMMITTEE’S VIEWS ON HOW TO VOTE ON THE PLAN, AND THE
INFORMATION CANNOT BE RELIED UPON FOR ANY OTHER PURPOSE. THE
COMMITTEE DOES NOT GUARANTEE ANY PARTICULAR RESULT IN THE
DEBTORS’ BANKRUPTCY CASES.
THE BANKRUPTCY COURT’S APPROVAL OF THIS SOLICITATION LETTER TO
BE INCLUDED AS PART OF THE SOLICITATION PACKAGE DOES NOT
CONSTITUTE AN ENDORSEMENT BY THE BANKRUPTCY COURT OF THE
MERITS OF THE PLAN OR THE ACCURACY OR COMPLETENESS OF THE
INFORMATION CONTAINED HEREIN.
THIS COMMUNICATION DOES NOT CONSTITUTE, AND SHALL NOT BE
CONSTRUED AS, A SOLICITATION BY THE COMMITTEE OR BY ANY
INDIVIDUAL MEMBER OF THE CREDITORS’ COMMITTEE.
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