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July 27, 2000

To the Holders of AutoNation Common Stock:

On June 30, 2000, unless you sold your shares of common stock of AutoNation, Inc. (“AutoNation”) before July 3, 2000, you received a distribution of one share of ANC Rental Corporation (“ANC Rental”) common stock for every eight shares of AutoNation common stock you owned as of the record date for the distribution of June 16, 2000.  

If you sold all or some of your AutoNation common stock before July 3, 2000, the tax consequences discussed in this letter do not necessarily pertain to you.  You should consult your tax advisor regarding your federal income tax consequences.

If you continued to hold AutoNation shares as of June 30, 2000, below is a summary of some of the key information regarding the tax treatment of the distribution of ANC Rental common stock you received:

·  The distribution ratio was one (1) share of ANC Rental common stock for every eight (8) shares of AutoNation common stock owned.

· We have received a ruling from the Internal Revenue Service advising us that the distribution of ANC Rental common stock is not a taxable dividend, subject to certain conditions in the ruling.

· Based on the June 30, 2000 closing prices of AutoNation common stock and ANC Rental common stock on the NYSE and the Nasdaq Stock Market, your tax basis in your shares of AutoNation common stock and ANC Rental common stock should be 90.27% and 9.73%, respectively, of your historical tax basis in your AutoNation common stock (including fractional shares).

· ANC Rental did not issue fractional shares to any AutoNation stockholder.  Instead, all fractional shares were aggregated and sold for cash.  If you were entitled to receive a fractional share, any cash you received is not a dividend.  Any cash you received will be treated as an amount you realized from the sale of that fractional share which, when reduced by your tax basis allocated to the fractional share, will equal the gain or loss from its sale.  Exhibit “A” to this letter contains an example of tax basis allocation to a fractional share.
· You should retain this information to support the determination of your tax basis in your AutoNation and ANC Rental common stock.  In order to assist you in further complying with the requirements of the Internal Revenue Service, we are attaching as Exhibit “B” a form of statement to be completed by you and filed with your federal income tax return for the tax year in which you received ANC Rental common stock as a result of the distribution.

· Further information may be found in the FAQ section of AutoNation’s Investor Relations Section of our website @ www.Autonation.com. 

This letter does not constitute tax advice, nor does it purport to be complete as to the description of all tax consequences that might result in this particular transaction.  We urge you to consult your tax advisor with regard to the tax consequences of the distribution of ANC Rental common stock.

EXHIBIT “A”

Assume you are an AutoNation stockholder who owned 100 shares of AutoNation common stock, which has a tax basis of  $600, on the record date for the ANC Rental spin-off.  As a result of the distribution, you were entitled to receive 1 share of ANC Rental common stock for every 8 shares of AutoNation stock, or 12.5 shares of ANC Rental common stock (100 shares of AutoNation common stock divided by eight).  The allocation of tax basis (based on the closing prices of AutoNation common stock and ANC Rental common stock on the NYSE and the Nasdaq Stock Market, respectively, on June 30, 2000) between your AutoNation common stock and the ANC Rental common stock you received would be as follows:

· The total tax basis in your 100 shares of AutoNation common stock would be reduced to $541.62 (90.27% of $600) or $5.42 per share ($541.62 divided by 100 shares).

· The total tax basis in your 12.5 shares of ANC Rental common stock would be $58.38 (9.73% of $600, or your $600 pre-distribution basis minus the $541.62 of that basis allocated to your 100 shares of AutoNation common stock), or $4.67 per share ($58.38 divided by 12.5 shares of ANC Rental common stock).

· The tax basis in the 0.5 fractional share is $2.34 ($4.67 per share basis in ANC Rental common stock multiplied by 0.5).

You did not actually receive a fractional share. Any cash you received in lieu of this fractional share minus the $2.34 tax basis in that share would equal your gain or loss from the sale of the share.  Assuming you held your AutoNation common stock as a capital asset, your gain or loss would qualify as a capital gain or loss.  The cash you receive is not ordinary dividend income.

If you acquired AutoNation shares at different times, you will need to perform this calculation separately for each group of shares that you acquired.

EXHIBIT “B”


INFORMATION STATEMENT


TO THE


INTERNAL REVENUE SERVICE
Statement of stockholder receiving a distribution of common stock of

ANC Rental Corporation (a controlled corporation), 

pursuant to Treasury Regulation Section 1.355-5(b)
1. The undersigned, a stockholder owning shares of AutoNation, Inc. (“AutoNation”) common stock, received a distribution of common stock of ANC Rental Corporation (“ANC Rental”), a controlled corporation, pursuant to Section 355 of the Internal Revenue Code of 1986, as amended (the “Code”), on June 30, 2000.

2. AutoNation has been advised that the spin-off should qualify as a tax-free distribution under Section 355 of the Code.  The result of a tax-free distribution is that no gain or loss will be recognized by the stockholders of AutoNation upon their receipt of shares of ANC Rental common stock in the spin-off, except to the extent of gain attributable to any cash received in lieu of a fractional share of ANC Rental common stock.

3. The names and addresses of the corporations involved are:

3. AutoNation, Inc.

110 S.E. 6th Street

Fort Lauderdale, Florida 33301

3. ANC Rental Corporation

200 South Andrews Avenue

Fort Lauderdale, Florida 33301

4. No stock or securities of AutoNation were surrendered by the undersigned.

5. The undersigned received ______ shares of ANC Rental common stock.

6. AutoNation has received a private letter ruling from the Internal Revenue Service to the effect that the distribution of shares of ANC Rental common stock qualifies as a tax-free distribution under Section 355 of the Code.

Date







Signature of Stockholder

NOTE:  Please complete this form and attach to your Federal income tax return.
